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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S. C. 
791-823). The Federal Power Commission was reorganized Janu- 
ary 1, 1931, as an independent Commission under the act approved 
June 23, 1930 (46 Stat. 797). By Title II of the Public Utility Act 
of 1935, approved August 26, 1935 (49 Stat. 838), the original Fed- 
eral Water Power Act was made Part I of the “Federal Power Act” 
and Parts II and III were added to that act. The Commission also 
administers the Natural Gas Act, approved June 21, 1938 (52 Stat. 
821, 15 U. S. C. 717-717W), and has certain duties under the Ten- 
nessee Valley Authority Act, approved May 18, 1933 (48 Stat. 1075), 
and amendments thereto; the Bonneville Act, approved August 20, 
1937 (50 Stat. 731), and other statutes. 

This volume, the second of a series, contains all of the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered between July 1, 1939 and December 31, 1941. In addition to 
the formal opinions, there have been included in an Appendix certain 
selected orders of the Commission in the nature of opinions. 
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IN THE MATTER OF 


OKLAHOMA GAS AND ELECTRIC COMPANY AND WEST- 
ERN LIGHT AND POWER CORPORATION 


Application for Approval of Purported Sale of Facilities 
IT-5486 
(Decided July 6, 1939) 
Syllabus 


. In a transaction involving the sale of facilities, part of which are used 
for the transmission or sale at wholesale of electric energy in interstate 
commerce and constituting the whole of the facilities of that character 
owned by applicant, the value of such facilities is immaterial insofar 
as the jurisdiction of the Commission is concerned. P. 4. 

. The Commission’s authorization of a sale of facilities pertains only to 
facilities subject to its jurisdiction. However, the Commission may 
require a full showing with respect to the entire transaction. P. 4. 

. The characterization of the order which the Commission may enter as 
one “first secured,” i. e., secured prior to the disposition or merger, is 
plain and unambiguous. The clear Congressional purpose was to require 
submission of the designated transactions to ‘the Commission before 
they have taken place, while Commission action may still be effective, 
to prevent those of which it disapproves from taking place. P. 5. 

. Approval of a sale of facilities purported to have been consummated is 
granted upon showing of substantial benefits to the public but upon the 
condition that the transaction be effectuated by duly authorized new 
instruments. P 4-6, 9, 10. 


Helmer Hansen for the Oklahoma Gas and Electric Company. 
A. K. Orschel for the Western Light and Power Corporation. 


Howard FE. Wahrenbrock and Robert S. Keebler for the 
Commission. 


By tHe Commission : 


This matter arises on the application filed September 28, 1937, 
and revised application filed January 20, 1938, by Oklahoma Gas and 
Electric Company, hereinafter referred to as the Oklahoma Com- 
pany, and an application, entitled “supplemental application ‘of 
Western Light and Power Corporation,” filed January 24, 1938, by 
A. L. Mullergren, of Kansas City, Kansas, as the last president of 
the Western Power and Light Corporation, an Oklahoma corpora- 
tion, hereinafter referred to as the Western Corporation. The applica- 
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tions seek an order authorizing and approving the purported sale 
on April 8, 1936, of all of the electric facilities of the Western Cor- 
poration to the Oklahoma Company and purchase thereof by the 
latter. For present purposes we make no distinction between the 
applicant, A. L. Mullergren, and the Western Corporation. Before 
the last application was filed, the Western Corporation had been 
dissolved. In the light of the testimony of A. L. Mullergren at the 
hearing, we treat his application as having been filed upon behalf of 
himself and the other last directors of the Western Corporation as 
former directors and liquidating trustees for that corporation. 

The facilities which were the subject of that transaction consisted 
in part of those for the transmission or sale at wholesale of electric 
energy in interstate commerce constituting the whole of the facilities 
of that character owned and operated by the Western Corporation. 
Therefore, it is immaterial whether the facilities for the transmission 
or sale at wholesale of electric energy in interstate commerce covered 
by the applications were of a value of less than $50,000, for section 
203 (a) of the Act provides: 

No public utility shall sell * * * the whole of its facilities subject to the 
jurisdiction of the Commission, or any part thereof of a value in excess cf 
$50,000, * * * without first having secured an order of the Commission 
authorizing it to do so. [Italics supplied.] 

It is clear from this wording of the Act that the order which the 
Commission may issue is one authorizing such a transaction only 
insofar as it pertains to facilities subject to the jurisdiction of the 
Commission. This, of course, does not mean that the Commission is 
without power to require a full showing with respect to the entire 
transaction insofar as necessary to the proper and informed discharge 
of its duties under the Act, but merely relates to the scope of the 
authorization which may. be given. 

The purchase of facilities by the Oklahoma Company (as distin- 
guished from the sale thereof by the Western Corporation), as 2 
merger of its own facilities subject to the jurisdiction of this Com- 
mission with electric operating facilities of the Western Corporation, 
is within the second clause of section 203 (a) of the Federal Power 
Act, which reads: 

(No public utility shall) * * * by any means whatsoever, directly or 
indirectly, merge or consolidate such facilities [i. e., facilities subject to the 
jurisdiction of this Commission] or any part thereof with those of any other 


person * * * (without first having secured an order of the Commission 
authorizing it to do so). [Bracketed language added.] 


The important question in the instént case is whether this Commis- 
sion is empowered under section 203 to authorize the transaction here 
involved after the purported consummation thereof. We are of the 
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opinion that we cannot ratify, by authorizing and approving, trans- 
actions otherwise covered by that’ section after they have purportedly 
been consummated. Subsection (b) of that section provides: 

The Commission may grant any application for an order under this sec- 

tion. * * * {Italics added.] 
That “an order under this section” means an order authorizing or 
approving a proposed transaction before its consummation is shown 
by subsection (a) of the same section, where it is provided that no 
“public utility” shall dispose of or merge certain facilities “without 
first having secured an order of the Commission authorizing it to do 
so.” 

The characterization of the order which the Commission may enter 
as one “first secured,” i. e., secured prior to the disposition or merger, 
etc., is plain and unambiguous. The clear Congressional purpose 
was to require submission of the designated transactions to the Com- 
mission before they have taken place while Commission action may 
still be, effective to prevent those of which it disapproves from taking 
place. As the Senate Committee on Interstate Commerce said in 
reporting the bill* containing this subsection : 

It complements Title I of the Bill (the Holding Company Act) by directing 
the Commission to prevent transfers or consolidations of property which would 
impair the ability of public utilities to render adequate service or impede or 
tend to impede the coordination in the public interest of facilities subject to 
the jurisdiction of the Commission. [Italics supplied.] 

We have noted the decision of the Supreme Court in Lawrence v. 
St. Louis-San Francisco R. Co. (1929), 278 U. S. 228, 73 L. Ed. 282, 
but the question here under consideration was not there discussed. 
The lower courts there had assumed that under the Oklahoma 
statute the Oklahoma Commission had power, after the event, to 
ratify transactions of the kind there involved. We do not believe 
that that assumption with respect.to the Oklahoma statute is to be 
regarded as controlling upon this Commission under the present 
circumstances. 

We think that the course followed by the California Railroad Com- 
mission in Re Delta Warehouse Company, et al., P. U. R., 1930 A, 255, 
should be followed here. There that Commission, recognizing its 
want of authority under the California statute to approve or ratify 
a transaction after the event, took the course of approving the trans- 
action for which authorization was sought if the parties should sub- 
sequently effectuate it by execution of new instruments. In other 
words, that Commission approved, not the transaction which the 


2 Committee on Interstate Commerce, May 13, 1935, 74th Cong., Ist sess., 8. Rept. No. 
621, Public Utility Act of 1935 (to accompany 8S. 2796), p. 50. 
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parties had previously purported to consummate, but a transaction 
in all other respects identical with that described, but subsequently 
to be effectuated. The present applicants have offered, through their 
counsel, as: set forth in their brief, to follow the same course. Under 
these circumstances we find it unnecessary to consider the differences 
in the wording of the California statute and the Federal Power Act, 
or the question whether, under the latter, the purported transaction 
was void or merely voidable. 

So far as the substantive aspects of the transaction are concerned, 
the record clearly indicates that the transaction in question, if con- 
summated conformably to law, is consistent with the public interest. 
Reference to a few salient facts is all that is necessary in this con- 
nection. During the period of its operation of the facilities in ques- 
tion, the Oklahoma Company has made physical improvements in 
those facilities, thereby improving the service rendered. It has made 
substantial reductions in the rates charged consumers served by those 
facilities. No detriment to the interests of its other consumers or 
of its security holders can be observed. The interests of holders of 
securities of the Western Corporation may be regarded as adequately 
safeguarded by the reorganization proceedings under section 77B of 
the Bankruptcy Act, in the course of which the sale in question was 
negotiated. 

We trust that it is apparent that the acts of these corporations 
in attempted transfer of facilities subject to the jurisdiction of the 
Commission without prior Commission authorization constitute no 
safe precedent for a similar course of conduct by any other “public 
utility” in the future. 

An order will be entered in accordance with this opinion. 

Cryve L. Seavey. 
Craupe L. Draper. 
Joun W. Scort. 

I concur in result only. 

Bast, Man y. 


Order Conditionally Approving Sale of Facilities 





Oklahoma Gas and Electric Company and Western Light and Power 
Corporation 


(IT-5486) 





Upon the application filed September 28, 1937, and revised Janu- 
ary 20, 1938, by Oklahoma Gas and Electric Company, a corporation 
having its principal place of business in Oklahoma City, Oklahoma, 
hereinafter referred to as the Oklahoma Company, and upon the 
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application filed January 24, 1938, by A. L. Mullergren as the last 
president of Western Light and Power Corporation, a corporation 
which had its principal place of business in Kansas City, Kansas, 
hereinafter referred to as the Western Corporation, for an order 
pursuant to section 203 of the Federal Power Act, authorizing and 
approving the sale by the Western Corporation and the purchase by 
the Oklahoma Company of the entire electric facilities of the Western 
Corporation ; 

It appearing that: 

(a) Written notices of said applications and of the hearing thereon 
were duly given to the corporation commissions and governors of 
the states of Oklahoma, Arkansas, and Kansas, and notice of the 
hearing thereon was duly published in the Federal Register; 

(6) A hearing upon the said applications was duly held on March 
4 and 5, 1938, pursuant to the aforesaid notices, at which both appli- 
cants were heard; 

(c) No protest or objection to the granting of the said application 
has been heard or received ; 

(zd) The Western Corporation was dissolved during the month of 
November, 1937, and was represented at the hearing by A. L. Muller- 
gren, the last president and a last director of the said corporation, 
acting upon behalf of himself and other last directors and liquidating 
trustees for the said corporation; ° 

(e) The attorneys for the Oklahoma Company and the attorneys 
for A. L. Mullergren, and for the said A. L. Mullergren, D. C. 
Tinker, John W. Felten, and J. A. Hartigan, as former directors 
and now liquidating trustees for the Western Corporation, in’ their 
brief submitted in this proceeding have suggested the execution and 
delivery of new instruments of conveyance of the facilities in ques- 
tion by the former directors and liquidating trustees, following au- 
thorization by this Commission, if such course should be regarded 
as desirable; 

(f) No application for other regulatory Commission authoriza- 
tion or approval of the transaction in question was required to be 
filed up to the time of the hearing in this proceeding; 

The Commission, having considered said applications, the record 
of proceedings pertaining thereto, and the briefs submitted by attor- 
neys in said proceedings, finds: 

(1) That the Oklahoma Company is an Oklahoma corporation 
and is licensed to do business in the State of Arkansas; 

(2) That the Oklahoma Company at the time of the purported 
sale on April 8, 1936, and at all times thereafter was engaged in 
the business of generating, transmitting, and distributing electric 
energy to the public within the states of Oklahoma’ and Arkansas; 
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(3) That the Oklahoma Company at the time of the purported 
sale on April 8, 1936, and at all times thereafter, was a public utility 
within the meaning of that term as used in section 203 of the Fed- 
eral Power Act by reason of ownership and operation of facilities, 
among others, for the transmission and sale at wholesale of electric 
energy which is transmitted between and among the states of Kan- 
sas, Oklahoma, and Arkansas, and consumed by persons other than 
the transmitter, at points outside the respective states in which it is 
generated ; 

(4) That the Western Corporation, at the time of the purported 
sale of its electric facilities to the Oklahoma Company, April 8, 
1936, 

(i) Was an Oklahoma corporation, 

(ii) Was engaged in the business, together with other business, 
of generating, transmitting, and distributing electric energy to the 
public within the State of Oklahoma, and 

(iii) Was a public utility within the meaning of section 203 of 
the Federal Power Act by reason of its ownership and operation 
of facilities, among others, for the transmission or sale at wholesale 
of electric energy transmitted from and between the states of Kan- 
sas and Oklahoma and consumed by persons other than a transmitter 
at points outside the state from which transmitted ; 

(5) That the Oklahoma Company, since April 8, 1936, has oper- 
ated the facilities which are the subject of the purported sale and 
purchase and from time to time has made certain alterations therein, 
but said facilities as altered and operated include facilities for the 
transmission of electric energy transmitted from a state and con- 
sumed at points outside such state, which facilities are, therefore, 
facilities for the transmission or sale at wholesale of electric energy 
in interstate commerce ; 

(6) That the aforesaid sale and purchase of the facilities for such 
transmission of electric energy in interstate commerce is an appro- 
priate and in some respects necessary part of the sale and purchase of 
all the facilities covered by the said applications; 

(7) That the facilities which are the subject of the purported sale 
and purchase include the whole of the facilities of the Western 
Corporation for the transmission or sale at wholesale of electric 
energy in interstate commerce; 

(8) That the purchase of the facilities which were the subject of 
the purported sale and purchase is a merger of the facilities of the 
Oklahoma Company for the transmission or sale at wholesale of 
electric energy in interstate commerce with electric operating facil- 
ities of the Western Corporation within the meaning of seciion 203 
of the Federal Power Act; 
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(9) That since April 8, 1986, the Oklahoma Company has put into 
effect certain revised rate schedules with the result that consumers 
served by the facilities which are the subject of the sale and pur- 
chase in question have generally experienced substantial ‘reductions 
in charges for electric energy while the interests of other consumers 
previously served by the Oklahoma Company have not been adversely 
affected ; 

(10) That since April 8, 1936, the Oklahoma Company has im- 
proved and extended the facilities covered by the applications with 
the result that apparently better service is being rendered and service 
is made available to portions of the public to which service previ- 
ously was not available; 

(11) That the Western Corporation, prior to May 1, 1937, was a 
subsidiary of Western Power Light & Telephone Company, a Dela- 
ware corporation, which owned all of its outstanding stock and 
bonds; the aforesaid Western Power Light & Telephone Company 
filed a plan of reorganization, dated as of October 1, 1934, in the 
United States District Court for the Northern District of Illinois, 
Eastern Division, in connection with certain proceedings there pend- 
ing under section 77B of the Bankruptcy Act; the said plan of reor- 
ganization was confirmed May 7, 1935; pursuant to that plan, Western 
Light & Telephone Company succeeded to the assets of the Western 
Power Light & Telephone Company; and disposal of the assets of the 
Western Light & Telephone Company, including the facilities covered 
by these applications, was provided for in the confirmed plan of 
reorganization ; 

(12) That in addition to payment of the purchase price of $350,- 
000 for the facilities covered by the applications, the Oklahoma Com- 
pany assumed the payment of a $5,000 attorney’s fee and a State tax 
in the sum of $500; 

(13) That the aforesaid payments for the total facilities involved 
(including therein an unfixed amount for the part subject to the 
jurisdiction of this Commission), provided title to all such facilities 
is validly transferred, does not adversely affect the interests of hold- 
ers of securities of either applicant; 

Wherefore, the Commission finds further : 

(14) That the proposed transaction, insofar as subject to the juris- 
diction of this Commission, if effectuated as hereinafter provided 
for, will be consistent with the public interest; 

And the Commission, having adopted its opinion in this matter, 
this day entered and filed in the above entitled proceeding, orders: 

(A) That the aforesaid proposed transaction, as described in the 
said applications, insofar as it involves facilities for the transmission 
or sale at wholesale of electric energy in interstate commerce, be and 
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the same hereby is authorized and approved, effective, however, only 
if and upon the condition that hereafter such transaction be effectu- 
ated by duly authorized new instruments, subject to and in conformity 
with all applicable requirements of law; 

(B) That this authorization shall expire unless acted upon within 
120 days after the date hereof; 

(C) That the foregoing findings and order are without prejudice 
to the authority of this Commission or any other regulatory body 
with respect to rates, estimates or determinations of costs, valuations, 
services, accounts, or any other matter whatsoever which may come 
before this Commission or such other regulatory body; and nothing 
in this order shall be construed as an acquiescence by this Commis- 
sion in any estimates or determinations of costs or valuation of prop- 
erty claimed or asserted with respect to any of the facilities covered 
by these applications; 

(D) That the applicants shall file reports as required by section 
33.8 of the Commission’s Rules of Practice and Regulations. 





IN THE MATTER OF : 
KANAWHA VALLEY POWER COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of Project No. 1175, . 
West Virginia 


EP-1175 
(Decided September 22, 1939) _ 
Syllabus 


1. The construction period to be considered in making an allowance for 
interest and taxes during construction, the value of power generated 
by the project during construction, and for other purposes, “is that 
which, with the exercise of due diligence and prudence, is reasonably 
necessary for the completion of all processes required for the achieve- 
ment of the project in commercial operation, including not only the 
period of actual construction under contract, but that devoted to pre- 
liminary investigations, designs, the acquisition of necessary land, 
ete.” P. 15. 

2. “Commercial operation” as used above necessarily contemplates the end 
of the period required to complete the project whether or not power 
was then actually generated and revenue derived therefrom. The dura- 
tion of the preliminary period and the construction period as a whole is 
necessarily an individual problem presented in each case. It is a judg- 
ment determination not controlled by artificial rules and is not a matter 
of formulae. That judgment must be a reasonable one having its basis 
in a consideration of all pertinent facts. P. 16. 

3. In fixing a preliminary period prior to the beginning of actual physical 
construction, the facts to be considered, in instances where no pre- 
liminary permit is issued, may be stated as follows: (a@) A reasonable 
period for the purposes of section 5 of the Act, viz, “for making 
examinations and surveys, for preparing maps, plans, specifications, and 
estimates,.and for making financial arrangements;” (b) a reasonable 
period (see section 4 (f) of the Act) in which to obtain the data and 
perform the acts required by section 9 of the Act; (c) a reasonable 
period for the performance of preliminary work such as that concerned 
with the acquisition of project land, water rights, ete., and which are 
essential to eliminate wasteful expenditures and delays in the subse- 
quent development; (d) a date subsequent to which expenditures and 
activities show a fair degree of continuity. All these factors are to be 
considered and given such weight as is just and proper in each case. 
This does not mean that no other factors or elements may be taken 
into consideration. P. 16. 

4. Contingencies within licensee’s knowledge prior to beginning of con- 
struction which result in delays beyond its control cannot be used to 
effect an extension of a preliminary period. reasonably necessary to 
carry out the requisite activities preliminary to actual construction 
under contract. P. 17. 
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. The maximum preliminary period permitted under the Act for inclusion 
as part of the construction period is three years. P. 17. 

6. The date of the beginning of “actual construction under contract” and 
not the date of the Commission’s authorization or issuance of the 
license is determinative of the end of the preliminary period. P. 17. 

7. The beginning of the period of operation does not necessarily mean 
the completion of all construction activities but a degree of operation 
capable of making the facilities available for the services for which 
they were intended. P. 18, 

8. Six percent represents, in the instant case, the proper rate to be used 
in determining the allowance for interest during construction. P. 19. 

9. The allowable cost of energy used for construction purposes which was 
supplied by an affiliate of licensee is, in the instant case, the published 
tariff rate. P. 20, 21. 

10. An apparent profit of 10 percent added to power cost to the contractor 
is allowable where it appears that the 10 percent additive was actually 
paid to the contractor and in all probability represented the approximate 
total cost to the contractor. P. 21. 

11. A payment for the installation cost and estimated removal cost of a tem- 
porary line is allowed where it may be reasonably assumed that the 
actual cost was equal to the estimated cost. P. 22. 

12. A salvage value of 50 percent of the original cost on certain unused mate- 
rials is allowed as a credit to the project account in view of their 
adaptability to use on another project. P. 23. 

13. Payments on a group policy for the benefit of certain employees allowed 

as indirect labor cost. P. 24. 

14. Taxes levied on personal property for a period subsequent to the termina- 

tion of the construction period as determined by the Commission are 

not allowable as a proper item of cost. P. 24, 25. 

























J. P. Van de Voort for the licensee. 
F. R. Bell, C. M. Goetz and F. L. Hall for the Commission. 
By THe ComMMISSION : 


STATEMENT OF THE CASE 





This case involves the determination of the actual legitimate 
original cost of the hydroelectric project designated on the records 
of the Commission as project No. 1175, West Virginia, Kanawha 
Valley Power Company, licensee. The determination is made as of 
April 30, 1936. 

The prelicense cost statements filed by the licensee on January 8, 
1932, and September 8, 1934, respectively, were audited by Commis- 
sion accountants in 1935, following which an accounting report, 
dated June 1, 1935, was prepared thereon. This report was served 
on the licensee on June 15, 1935. The licensee’s protest thereto was 
filed on July 10, 1935. Pursuant to the Commission’s order of July 
31, 1935, a hearing was held on September 10, 1935, to determine the 
actual legitimate original prelicense project cost, i. e., as of January 
15, 1934. By its order and opinion /n the matter of Kanawha Valley 
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Power Company, 1 F. P. C. 322, approved February 4, 1936, the 
Commission allowed $55,320.93 of licensee’s claimed prelicense cost 
of $58,687.84. The amount not allowed, $3,366.91, represents a por- 
tion of licensee’s claim for interest durirg construction. Its dis- 
allowance was due principally to the fact that it had been computed 
on expenditures prior to the beginning of the construction period 
fixed by the Commission. On March 17, 1936, the licensee petitioned 
for a rehearing on the amount disallowed. The rehearing was 
granted on April 7, 1936, but the date thereof was not set. 

In its cost statement filed on December 11, 1936, the licensee claimed 
a total project cost, as of April 30, 1936, of $2,819,847.84, of which 
$58,687.84 represented its claimed prelicense construction costs, and 
$2,761,160 its claimed postlicense construction costs. This cost state- 
ment was audited by Commission accountants early in 1937, the re- 
sults of which are incorporated in their report dated September 1, 
1938. A field investigation of the physical features of the project 
was made by Commission engineers. They prepared a report thereon 
dated October 19, 1938, in which the project cost, as of April 30, 1936, 
is analyzed. Copies of these reports were served on the licensee on 
November 25, 1938, and its protest thereto dated December 20, 1938, 
was filed on December 21, 1938. 

Twelve postlicense items totaling $81,360.44 were suspended in 
the accounting report for the Commission’s special consideration. 
They embrace the two items questioned in the engineering report. 
In its protest, licensee agreed to the elimination of four of the twelve 
items, i. e., suspension Nos. 2, 3, 4, and 5, aggregating $2,757.24, to 
which the accountants took exception. These eliminations had the 
effect of reducing licensee’s claimed project cost as of April 30, 1936, 
from $2,819,847.84 to $2,817,090.60. 

A hearing on licensee’s amended postlicense project claim, as of 
April 30, 1936, and a rehearing on the claimed prelicense interest 
charge of $3,366.91 disallowed Jn the matter of Kanawha Valley 
Power Company, supra, was held on February 20 and 21, 1939, pur- 
suant to an order of the Commission theretofore issued. The matter 
is now before us for a determination of the issues involved. 





HISTORY OF PROJECT 


The original application for a preliminary permit to investigate 
proposed power projects on the Kanawha River was filed with the 
Commission on May 9, 1927,.by New Kanawha Power Company, a 
subsidiary of Union Carbide and Carbon Corporation. This appli- 
cation presented for consideration the construction of three power 
stations on Kanawha River, two in Kanawha County, West Virginia, 
corresponding to the Marmet and London plants here in question, and 
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one in Fayette County, West Virginia, at Deepwater. On June 17, 
1927, the West Virginia Power Company, a subsidiary of the Appala- 
chian Electric Power Company, which in turn was a subsidiary of 
American Gas and Electric Company, made application for a pre- 
liminary permit covering the proposed construction of two power 
stations on the Kanawha River, one to be located near Pratt and the 
other at Marmet, West Virginia. These two applications were in 
conflict and after hearings and consideration thereof, the Commission, 
on September 2 and 8, 1930, rejected both. As stated by the Com- 
mission’s chief engineer, in his letter dated September 2, 1930, ad- 
dressed to counsel for American Gas and Electric Company, the 
rejection was without prejudice “to the filing of an application for 
license for the project.” 

Following the rejection of the two applications above mentioned, 
American Gas and Electric Company organized a new company, 
Kanawha Valley Power Company, for the specific purpose of applying 
for a license to construct the project. Kanawha Valley Power Com- 
pany’s application for a license, filed on September 29, 1931, utilized 
the data compiled in connection with West Virginia Power Com- 
pany’s application for a preliminary permit. The terms and con- 
ditions of the license were accepted by it on January 11, 1934, and 
the license was issued on January 16, 1934, pursuant to the Com- 
mission’s authorization of January 15, 1934. 


DESCRIPTION OF PROJECT 


Briefly described, the project consists of two hydroelectric plants 
of three generating units each, with appurtenant structures and 
equipment; two outdoor substations; and two double-circuit trans- 
mission lines which connect with and deliver the power generated 
by both plants, except that required for Government navigation works, 
into Appalachian Electric Power Company’s transmission system. 
The power plants are located respectively on the westerly ends of 
the Marmet and London navigation dams of the United States Gov- 
ernment, on the Kanawha River, and in Kanawha County, West 
Virginia. 

ITEMS OF CLAIMED COST 


As pointed out above, the licensee’s amended claimed project cost, 
as of April 30, 1936, is $2,817,090.60. Of this amount, $55,320.93 
was allowed Jn the matter of Kanawha Valley Power Company, 
supra, leaving a balance of $2,761,769.67, which is here in question. 
In their ‘reports, Commission’ accountants and engineers state that: 
expenditures aggregating $2,679,799.56 represent proper charges to 
the project fixed capital. The remaining $81,970.11, comprising nine 
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separate items, is hereinafter disposed of. On the evidence before it, 
the Commission finds that the sum-of $2,679,799.56 represents a proper 
amount to be included in the fixed capital and it is allowed. Each 
of the nine items comprising the amount of $81,970.11 is separately 
considered below. 


PRELICENSE INTEREST CLAIM 


In the Matter of Kanawha Valley Power Company, supra, the 
Commission allowed $1,611.29 of licensee’s prelicense interest claim 
of $4,978.20. The amount disallowed, $3,366.91, is here in issue. 
Disallowance thereof resulted chiefly from the fact that a maximum 
period of one year was fixed as “a reasonable time for the perform- 
ance of preliminary work.” In setting this period, the Commission 
stated, inter alia: 


The construction of the project was contemplated by the parties some time in 
advance of the passage of legislation making the site available, but this fact 
does not warrant the allowance of interest on the expenditures beyond a period 
reasonably necessary for the performance of the preliminary work covered by 
the expenditures or principal here under consideration. 


Licensee contends that in view of the circumstances prevailing 
during the prelicense period, the Commission erred in establishing 
the above referred to preliminary period of one year. It again 
urges that the period of approximately 2414 months used by it in 


computing its prelicense interest claim be adopted, and that its total 
claim in this connection be allowed as part of the project costs. In 
reconsidering this item, we will review the principles upon which 
a determination of the duration of a preliminary period to be included 
as part of the construction period is made, which review will serve 
to demonstrate that the applicable factors were taken into consider- 
ation by the Commission in its former opinion in this matter in 
arriving at the one-year period established. 

The construction period to be considered in making an allowance for 
interest and taxes during construction, the value of power generated 
during construction, and for other purposes, “is that which, with the 
exercise of due diligence and prudence, is reasonably necessary for the 
completion of all processes required for the achievement of the project 
in commercial operation, including not only the period of actual con- 
. struction under contract, but that devoted to preliminary investiga- 
tions, designs, the acquisition of necessary land, ete.” (Italics 
supplied.) Jn the Matter of Alabama Power Company, 1 F. P. C. 25, 
41. In passing we may state that the term “commercial operation” as 
used in this quotation necessarily contemplates the end of the period 
required to complete, or to have caused, by the exercise of due dili- 
gence, the completion of the project for the purpose for which it was 
intended, whether or not power was then being actually generated 
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and revenues derived therefrom. The duration of the preliminary 
period and the construction period as a whole is necessarily an indi- 
vidual problem presented in each ease. It is a judgment determination 
not controlled by artificial rules and is not a matter of formulae. 
That judgment must be a reasonable one having its basis in a consid- 
eration of all pertinent facts. In fixing a preliminary period prior to 
the beginning of actual physical construction, those relevant facts, in 
instances where no preliminary permit is issued, may be stated as 
follows: (a) A reasonable period for the purposes of section 5 of the 
Act, viz, “for making examinations and surveys, for preparing maps, 
plans, specifications, and estimates, and for making financial arrange- 
ments;” (6) A reasonable period (see section 4 (f) of the Act) in 
which to obtain the data and perform the acts required by section 9 
of the Act. Jn the Matter of Portland General Electric Company, 1 
F. P. C. 161, 169; (c) A reasonable period for the performance of pre- 
liminary work such as that concerned with the acquisition of project 
land, water rights, etc., and which are essential to eliminate wasteful 
expenditures and delays in the subsequent delevopment. Jn the Matter 
of Alabama Power Company, supra, 41; In the Matter of Chelan Elec- 
tric Company, 1 F. P. C. 91, 95; In the Matter of Clarion River Power 
Company, 1 F. P. C. 269, 288; Jn the Matter of Kanawha Valley Power 
Company, supra, 327; (d) a date subsequent to which expenditures and 
activities show a fair degree of continuity. Jn the Matter of Alabama 
Power Company, supra, 41; In the Matter of Chelan Electric Com- 
pany, 1¥.P.C. 102,105. All these factors are to be considered and are 
to be given such weight as may be just and proper in each case. We 
do not intend to say that there may not be other factors or elements 
taken into consideration. 

In the case at bar the evidence shows that construction funds were 
advanced by American Gas and Electric Company on open account, 
making any preliminary financial arrangements unnecessary ; that the 
project consists principally of two hydroelectric plants located on the 
ends of two Government navigation dams, both of which are of almost 
identical structure, eliminating, comparatively speaking, any exten- 
sive preliminary plans, specifications and estimates; that the licensee 
admits that one year or less continuously devoted to preliminary work 
of an engineering nature would suffice for project engineering require- 
ments; that the total fee land involved in the project is 1.33 acres, ac- 
quired, together with an easement in 0.43 acre, in 1935 as a result of 
condemnation proceedings; that easements in approximately. 8 acres 
constitute the total of easements acquired, necessitating only a mini- 
mum of preliminary surveys, examinations, and maps in connection 
with land acquisitions and rights-of-way ; that prelicense expenditures 
and negotiations with representatives of the War Department, the 
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Commission, etc., extended over a relatively long period, i. e., from 
September 1, 1926, with approximately $32,000 out of a total prelicense 
expenditure, exclusive of interest,-of $53,709.64 being disbursed even 
prior to the date on which licensee began computing its prelicense 
interest claim, i. e., December 21, 1931; that the activities leading up to 
the beginning of actual project construction were by no means contin- 
uous but subjected to a succession of delays. It is clear from these 
facts that the applicable elements were taken into consideration in our 
previous determination establishing one year as a reasonable prelimi- 
nary period, and we here reaffirm that determination. In so doing, we 
are not unmindful of the fact that the beginning of project construc- 
tion was interrelated with the construction by the War Department 
of the two navigation dams on which the power plants are located; 
that construction was of necessity coordinated with the construction of 
those dams; and that delays in beginning construction of the dams by 
the War Department, which in turn caused delays in beginning project 
construction, were beyond the licensee’s control. Yet these facts do 
not warrant establishing a preliminary period of more than one year 
in this case. Contingencies within licensee’s knowledge prior to be- 
ginning construction which result in delays beyond its control, such as 
above enumerated, cannot be used to effect an extension of a preliminary 
period reasonably necessary continuously to carry out the requisite 
preliminary activities, with proper regard being given to the degree 
and regularity of expenditures devoted to requisite activities prelimi- 
nary to actual construction under contract. For these reasons, as 
well as others stated Jn the Matter of Kanawha Valley Power Com- 
pany, supra, as to the method used in arriving at the prelicense inter- 
est allowed, we conclude that the facts do not justify an increase in the 
amount of $1,611.29. On the other hand, for reasons stated immedi- 
ately below, this amount must be reduced. 


CONSTRUCTION PERIOD 


The maximum preliminary period permitted under the Act, for 
inclusion as part of the construction period, is three years. Alabama 
Power Company v. McNinch, 94 F. 2d 601, 620; In the Matter of 
Portland General Electric Company, supra, 169; In the Matter of 
Northern States Power Company, 1 F. P. C. 597, 601. The date of 
the beginning of “actual construction under contract” and not the 
date of the Commission’s authorization or issuance of the license is 
determinative of the end of the preliminary period. Jn the Matter of 
Alabama Power Company, supra, 41. This is not only the logical 
end of such a period, but if it were not so, a licensee making a satis- 
factory showing, and obtaining an extension under section 13 of the 
Act in which to begin construction, could effect an extension of the 

324886—43—Vol. 2——5 





18 FEDERAL POWER COMMISSION 


preliminary period beyond the maximum of three years. As pointed 
out above, we allowed Jn the Matter of Kanawha Valley Power Com- 
pany, supra, a maximum of one year as a reasonable preliminary 
period and have reaffirmed that period in this opinion. We note, 
however, that “actual construction under contract” was delayed until 
approximately the middle of June 1934. Inasmuch as we have found 
that one year constitutes a reasonable preliminary period for this 
project, and because the beginning of construction was delayed. 
until approximately June 15, 1934, we must hold that the one-year 
preliminary period should begin on June 16, 1933, and end on June 
15, 1934, instead of beginning on January 16, 1933, and ending on 
January 15, 1934, the date of the end of the prelicense period, other- 
wise we would be allowing a preliminary period of 17 months. Our 
allowance for interest during the entire construction period is dis- 
cussed below under the caption “Interest During Construction.” 

The date of December 1, 1935, is adopted as that on which the 
project became available for the purpose for which it was intended, 
marking the end of the construction period. The license issued for 
this project provides that both the Marmet and London plants should 
be completed on or before this date. This is also the date used by 
the licensee and the one recommended in the accounting and engineer- 
ing reports for acceptance. All generating units were placed in 
operation during the month of November, 1935. On December 6, 
1935, the War Department’s district engineer, representing the Com- 
mission, reported that all units were in “operating condition” on 
November 30, 1935. But not all construction and clean-up activities 
had ceased as of that date. The beginning of the period of oper- 
ation does not necessarily mean, however, the completion of all con- 
struction activities, but a degree of operation capable of making the 
facilities available for the services for which they were intended. 
In the Matter of Chelan Electric Company, supra, 105; In the Matter 
of Clarion River Power Company, supra, 287. 


INTEREST DURING CONSTRUCTION 


Having established that June 16, 1933, and December 1, 1935, re- 
spectively, mark the beginning and end of the construction period, 
there remain two other factors to be considered in making an allow- 
ance for interest during construction, i. e., (a) the rate of interest 
to be applied during this period, and (6) the method by which 
such interest shall be computed. These factors will be considered in 
this order. 

Licensee’s post-license interest claim of $76,428.59 represents the 
actual amount paid by it, at the rate of 6 percent per annum, to Amer- 
ican Gas and Electric Company on funds advanced on open account 
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for project construction purposes, this being the only source thereof. 
These advances were made by American Gas and Electric Company 
from its current funds. In testing the reasonableness of the 6 percent 
interest rate charged, the chief of the Commission’s Division of Fi- 
nance made a study to determine the approximate yield on market 
quotations, during 1934 and ‘1935, of this company’s outstanding 5 
percent debentures, issue of 1928, no financing operations having been 
carried on by it subsequent to this date and up to and including the 
end of the approved construction period. By adding the weighted 
yield to the public, based on the average of annual high and low 
quotations on these securities for the years 1934 and 1935, and the 
differential between the yield to the public and the cost of the issue 
(including underwriting commissions and expense) to the company, 
he arrived at an approximate cost of 5.91 percent per annum. Based 
upon this theoretical cost on outstanding securities and other available 
data, this witness concluded that 6 percent represents the proper rate 
to be used in making an allowance for interest during construction. 
We concur in the use of this rate, which is the same rate approved 
In the Matter of Kanawha Valley Power Company, supra, as to the 
prelicense expenditures. 

Insofar as licensee’s post-license interest claim is concerned, and 
with the exception of $16,800 loaned during the period from Janu- 
ary 16, 1934, to May 31, 1934, representing round sum advances, each 
separate advance specifically covered vouchers payable of the licensee, 
lists of which had previously been submitted to the parent company 
for approval. Approximately two days elapsed, however, between 
the date of the advances and the actual payment of bills, this being 
the time required for transfer of the funds from New York to the 
licensee’s bank at Charleston, West Virginia. The bill presented to 
the licensee each month for accrued interest contained two computa- 
tions, the first being made on the balance of the advance account at 
the end of the preceding month, exclusive of accumulated interest 
charges, and the second covering interest on advances during the 
month, from the day following the advance to the end of the month, a 
360-day-year being used for this purpose. 

In view of the foregoing, we conclude that interest in the amount 
of $2,488.95 is allowable on approved preliminary expenditures for 
the period ended June 15, 1934, this allowance being made at the 
rate of six percent and upon the assumption that expenditures were 
fairly evenly distributed over the twelve-month preliminary period, 
with the equivalent interest allowance therefor being six months. 
For the purposes of this computation, preliminary expenditures for 
the period ended June 15, 1934, are assumed to be equal to the ad- 
vance account balance of $77,965.02 as of June 15, 1934, plus $5,000 
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for funds obtained from the issuance of capital stock. Interest in 
the amount of $75,523.43 is allowable for the construction period 
subsequent to June 15, 1934, on approved project expenditures. This 
amount is computed at six percent on a 365-day basis. Approved 
project expenditures for the purpose of this computation are taken 
as the balance of the advance account as of June 15, 1934, plus 
funds obtained from issuance of capital stock, plus advances sub- 
sequent to June 15, 1934, from day following advance, and minus 
items not approved from date such items were paid. The total 
amount allowable as interest during construction is therefore $78,- 
012.38. The interest allowance of $1,611.29 approved Jn the Matter 
of Kanawha Valley Power Company, supra, and its accompanying 
order is, pursuant to this determination, revoked. 


CONSTRUCTION POWER 


































The amount here in issue, $1,975.65, represents the claimed cost of 
power furnished by Appalachian Electric Power Company and used 
by the licensee for construction purposes. Appalachian Electric Power 
Company billed the licensee for $1,259.68 of the amount in question 
for energy supplied to it directly. The remainder, $715.97, is the sum 
paid by the licensee to its general contractor for the estimated amount 
of energy taken from the former’s lines located at or near the points 
where the energy was utilized. The amount of $1,259.68 was suspended 
in the accounting and engineering reports for decision on the question 
of whether (a) the cost of the power to the affiliated company furnish- 
ing same, or (6) the amount charged by the affiliate, in accordance 
with published tariff rates, should be allowed for energy supplied 
directly to and utilized by the licensee for construction purposes. 
Exception was taken to $65.09 of the amount of $715.97, representing 
10 percent added by the contractor to the cost of the power to it, 
because it appeared that the contractor was overpaid to this extent 
for the power taken by the licensee from its lines. 

The licensee is an affiliate of Appalachian Electric Power Company 
through common ownership of both by American Gas and Electric 
Company. However, the licensee and Appalachian Electric Power 
Company are separate corporate entities under the jurisdiction of the 
Public Service Commission of West Virginia as to the rates charged 
for energy furnished for project construction purposes. Upon inquiry 
subsequent to the termination of construction, that Commission ad- 
vised Appalachian Electric Power Company that to have billed the 
licensee for power at other than its “published rates available to all 
other customers similarly situated would constitute a prohibited pref- 
erence ;” that the result of a preferential rate would have been “un- 
lawful discrimination.” The facts in this case are analogous to those 
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presented Jn the Matter of Lexington Water Power Company, 1 
F. P. C. 480, 459, where we held that the published tariff rates and 
not the cost to the affiliate furnishing the power is the amount to be 
capitalized. We recognize, of course, that the published tariff rate 
presumably includes a profit, yet the licensee was prohibited by State 
law from purchasing power from its affiliate at less than that rate. 
The amount of $1,259.68 will be allowed as claimed. 

Under the terms of the construction contract the general contractor 
was to receive for “extra work” the actual cost thereof “plus a com- 
mission of ten (10) percent,” such actual cost, however, did “not 
include the use of tools, general superintendence, office accounting, 
engineering expenses * * *,” The 10 percent additive for power 
taken by the licensee from the contractor’s lines was viewed by Com- 
mission accountants as an overpayment for the reason that “strictly 
speaking” it was not a payment “for extra work under contract.” 

At the hearing it was contended by licensee’s witnesses that the 10 
percent added to the power cost to the contractor should be allowed 
“to cover distribution losses in the local distributing system of Bozo 
& Ritchie, the general contractor, as well as to take care of their 
overhead expenses, clerical work, etc.” It was further pointed out that 
the contractor’s lines were located at or near the points of use by the 
licensee, and that to have obtained the power from any other source 
would have meant a duplication of service, as well as the installation 
of the necessary lines to equip the licensee with such power. That 
could have only been accomplished by an expenditure in excess of the 
amount claimed. 

It definitely appears that the actual cost to the contractor of the 
power used by the licensee did not represent the total cost to the 
contractor of furnishing the power to thé licensee. The 10 percent 
additive was actually paid to the contractor and in all probability 
represented approximately the cost of the power purchased by the 
contractor in furnishing the amount of power used by the licensee, 
plus overhead expenses of the contractor. The amount of $715.97 
paid to the contractor will be allowed. 


REMOVAL OF TEMPORARY POWER LINE 


The tariff schedule for temporary service under which Appalachian 
Electric Power Company supplied energy directly to the licensee 
required the licensee to pay not only a unit energy rate but also the 
“cost of service connection and disconnection.” To furnish temporary 
service to licensee’s London field office, construction of a secondary 
extension was necessary. Upon construction thereof, the licensee was 
billed for $426.01 to cover its installation and estimated removal cost. 
Commission accountants took exception to $150 of that charge on the 
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ground that $50 thereof represented the estimated cost of material 
which would be nonsalvageable upon removal of the line, and that 
the balance of $100 covered the extension’s estimated removal cost, 
it being their contention that actual rather than estimated costs should 
be applied in arriving at the proper line extension charge. 

At the hearing it was shown that the actual cost of the nonsalvage- 
able material was $47.65, excluding stores expense, and that the labor 
removal costs were $81.93, excluding superintendence and overheads. 
There appears to be no question but that under the tariff schedule 
Appalachian Electric Power Company was entitled to recover all 
elements of the line extension cost, and that the cost elements not 
embraced in the amounts of $47.65 and $81.93 would necessarily have 
to be arrived at upon the basis of an estimate. By giving considera- 
tion to all of the actual cost elements involved, it may reasonably 
be assumed that the actual cost was equal to the estimated cost billed. 
There being nothing in the record indicating the contrary, the amount 
of $426.01 will be allowed in toto, 


PREOPERATION REVENUES AND EXPENSES 


In view of the fact that suspension No. 7, a claimed credit of 
$3,531 for project power generated and sold during the construction 
period, and suspension No. 8, expenses, totaling $1,327.72, incurred in 
generating project power during that period, are related items, they 
will be jointly treated. Exception was taken to both pending deter- 
mination of the factors governing their allowance, i. e., (a) the ter- 
mination of the construction period and (0) the reasonableness of the 
proposed power credit. 

During the construction period the project generated and delivered 
in Appalachian Electric Power Company’s system, the only one avail- 
able for the purpose, a total of 3,531,000 kilowatt-hours, for which that 
company had agreed to purchase at the rate of $0.001 per kilowatt- 
hour. This arrangement resulted in a total payment of $3,531, the 
power credit here claimed. The Commission’s engineer recommends 
the acceptance of this credit, his recommendation being predicated 
upon the adoption of December 1, 1935, as the termination of the 
construction period, hereinbefore approved, and upon a consideration 
of the dependability of the project power, the incremental coal cost of 
an equal amount of power generated at the purchaser’s high load 
factor steam plants, the price at which dump power was available at 
other sources, and the point of delivery to the purchaser’s system. 

The evidence of record clearly substantiates the reasonableness of 
the claimed power credit of $3,531, and it is approved as a proper 
credit to the project costs. The actual expenses incurred in generating 
power during the construction period, aggregating $1,327.72, and 
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comprising suspension No. 8, are likewise allowed, their propriety 


being dependent only.upon the acceptance of December 1, 1935, as the 
end of the construction period. 


UNUSED MATERIALS AND SUPPLIES 


Upon completion of construction, the licensee placed certain un- 
used materials, pending disposition thereof, in a salvaged construc- 
tion material account. The unused items totaled 220 in number and 
their cost ranged from a few cents to more than $200 each. Subse- 
quently, these materials were transferred, at 50 percent of their cost, 
to licensee’s Winfield project, a companion development located on 
the Kanawha River and designated on the records of the Commis- 
sion as project No. 1290. The question here involved is whether the 
facts justify the valuation placed upon the materials transferred, 
resulting in project No. 1175 being charged with one-half of their 
cost, or $1,715.13. 

The evidence shows that, for the most part, the materials in ques- 
tion were not of the type ordinarily returned te stores and issued in 
connection with subsequent revenue operations; that they consisted 
of a great variety of small items, some of which were not in new 
condition, while others were adapted only to a particular use. It 
was also shown that except for the fortunate circumstance of the 
Winfield project construction, on which it was anticipated that the 
materials could profitably be utilized, much of it would have been 
disposed of as junk and at sacrifice prices, in which event the credit 
to the project would have been considerably less than the 50 percent 
here claimed. 

It is clear from the evidence that the 50 percent depreciation fac- 
tor was predicated upon a consideration of the quantity, character, 
condition, possible future use, and the most advantageous disposal 
of the unused materials in question. Having fully considered all 
of the elements involved, we conclude that licensee’s allocation of 
the cost of the materials was equitable, and it is approved. 


EMPLOYEES’ GROUP LIFE INSURANCE 


The amount here in issue, $460.63, represents premiums paid by 
the licensee prior to December 1, 1935, on a group insurance policy 
applicable to ten or twelve of its construction employees. The ques- 
tion presented in connection therewith is whether welfare expenses 
of this nature, incurred during the construction period, constitute 
proper charges to the project fixed capital. 

Only employees of American Gas and Electric Company and its 
affiliated companies, one of which was the licensee, whose employ- 
ment within the system extended over a period of one year or more, 
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are eligible for the protection (both life insurance and total dis- 
ability) provided by the policy in question, the cost of which is 
paid by the employer. The extent to which eligible employees are 
protected thereunder is governed by their length of service and 
monthly salary. Beneficiaries are designated by the employees. 
Under Account No. 800.1 of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees, specific recog- 
nition, as proper operating charges, is given to expenditures such 
as here claimed where the utility or licensee is not tlie beneficiary 
(see Account No. 950 of 1922 system of accounts to same effect). 
While no specific reference is made to this type of expenditure in 
that accounting classification under electric plant account instruction 
5, “Components of Construction Cost,” subsection (2), “Labor,” as 
being includible in the construction cost, it is proper to regard such 
charges as indirect items of compensation to employees to be included 
as indirect labor cost, the same as workmen’s compensation insurance, 
pay-roll taxes, etc. The amount of $460.63 is allowed as claimed. 







TAXES APPLICABLE TO OPERATIVE PERIOD 


Exception was taken by Commission accountants to $76.48 of the 
amount paid and claimed by the licensee for taxes during construc- 
tion, it being their opinion that this amount represents taxes appli- 
cable to a period subsequent to December 1, 1935, the date on which 
the project became available for the purpose for which it was in- 
tended. Licensee agrees to the elimination of $23.33 of the amount 
questioned as an improper construction charge, leaving $53.15 here 
in issue. 

Commission accountants contend that the amount of $53.15 repre- 
sents one-twelfth of the personal property taxes paid by the licensee 
during 1935 and applicable to that year. Without citing ariy statu- 
tory authority or adjudications in support of his position, a witness 
for the licensee urges that, while the amount of $53.15 represents 
one-twelfth of the personal property taxes assessed during the year 
1935, and became an obligation during that year, it in reality repre- 
sents a part of such taxes applicable to the year 1934, reference being 
made to the fact that no such taxes were assessed or paid by the 
licensee during the year 1934. A review of the pertinent tax laws of 
the State of West Virginia fails to lend support to the argument 
advanced on the licensee’s behalf. In that state, personal property 
taxes are assessed on the first day of each year. So far as we are 
able to determine, the licensee, on January 1, 1934, had no personal 
property subject to taxation. This appears to account for the fact 
that no personal property taxes were assessed and levied against 
the licensee for the year 1934. Further confirmation of the fact that 
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the taxes here in issue represent taxes applicable to the year 1935 is 
contained in the tax bills rendered. They contain specific statements 
to this effect. Moreover, upon inquiry, a representative of the State 
Tax Commission advised Commission accountants that the personal 
property taxes assessed and paid by the licensee during the year 1935 
were for that year. The amount of $53.15 is disallowed. 


CONCLUSION 


The Commission finds that the actual legitimate original cost of 
this project, as of April 30, 1936, including interest, is $2,813,619.71. 
An order will issue directing the result as herein found to be prop- 
erly entered upon the books of the licensee as fixed capital accounts 
and that the accounts shall be kept consistently therewith hereafter. 


Crype L. Seavey. 
Ciaupe L. Draper. 
Bast, Manty. 
Levanp OLps. 


Commissioner John W. Scott did not participate in this matter. 


Order Determining Actual Legitimate Original Cost and Prescribing 
Accounting Therefor 


Kanawha Valley Power Company 
(Project No. 1175) 


The Commission having under consideration the matter of deter- 
mination of the actual legitimate original cost, as of April 30, 1936, 
of the hydroelectric project designated on its records as project No. 
1175, Kanawha Valley Power Company, licensee; and 

It- appearing to the Commission that: 

(a) Cost statements filed by Kanawha Valley Power Company, 
licensee, on January 8, 1932, and September 8, 1934, respectively, 
claiming $58,687.84 as the actual legitimate original prelicense 
project cost, i. e., as of January 15, 1934, were audited by Commission 
accountants during the early part of 1935, following which they 
prepared an accounting report thereon dated June 1, 1935; 

(6) Said accounting report dated June 1, 1935, was served on the 
licensee on June 15, 1935, and licensee’s protest thereto was filed on 
July 10, 1935; 

(c) Pursuant to the Commission’s order of July 31, 1935, a hear- 
ing was held on September 10, 1935, concerning the claimed actual 
legitimate original prelicense project cost; 

(d) Upon a full consideration of the foregoing documents and 
record of said hearing and other matters of record, the Commission, 
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on February 4, 1936, handed down its order and opinion Jn the 
Matter of Kanawha Valley Power Company, 1 F. P. C. 322, in which 
$55,320.93 of the licensee’s claimed prelicense project cost was allowed, 
and the remaining $3,366.91, representing a portion of its interest 
claim, was disallowed ; 

(e) Pursuant to a petition filed by the licensee on March 17, 1936, 
the Commission, on April 7, 1936, granted a rehearing on the item of 
$3,366.91 disallowed in the Commission’s order and opinion Jn the 
Matter of Kanawha Valley Power Company, 1 F. P. C. 322, approved 
February 4, 1936, but the date of the rehearing was not then set; 

(f) A total of $2,819,847.84 was claimed by the licensee in its cost 
statement filed on December 11, 1936, as the actual legitimate original 
project cost as of April 30, 1936, of which $58,687.84 represented its 
claimed prelicense project cost and $2,761,160.00 its claimed post- 
license project cost ; 

(7) Licensee’s claimed cost as of April 30,1936, with the exception 
of the prelicense portion thereof, was audited by Commission 
accountants during 1937, following which they prepared an accounting 
report thereon dated September 1, 1938; 

(A) A field investigation of the project physical features was made 
by Commission engineers, subsequent to which they prepared a report 
thereon dated October 19, 1938, in which the claimed project cost, as 
of April 30, 1936, is analyzed; 

(z) Copies of said accounting and engineering reports dated 
September 1, 1938, and October 19, 1938, respectively, were served on 
the licensee on November 25, 1938, and licensee’s protest thereto dated 
December 20, 1938, was filed on December 21, 1938; 

(7) Licensee, in its protest dated December 20, 1938, waived four 
of the twelve post-license items of claimed cost questioned in said 
accounting dated September 1, 1938, i. e., suspensions numbered 2, 
3, 4, and 5, aggregating $2,757.24, which reduced licensee’s claimed 
project cost as of April 30, 1936, from $2,819,847.84 to $2,817,090.60; 

(%) A hearing on licensee’s amended post-license project claim as 
of April 30, 1936, and a rehearing on its claimed prelicense interest 
claim of $3,366.91 disallowed in the Commission’s order and opinion 
In the Matter of Kanawha Valley Power Company, 1 ¥. P. C. 322, 
approved February 4, 1936, was held on February 20 and 21, 1939, 
pursuant to an order of the Commission theretofore issued; 

(2) Upon a full consideration of the record made at such hearing, 
and other matters of record, as to licensee’s claimed post-license 
project cost and its prelicense interest claim, the Commission has this 
day delivered opinion in this matter making its findings of fact and 
stating its conclusions thereon. 
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The Commission, in accordance with said opinion in this matter, 
and for the reasons therein stated, finds and determines: 


(1) That the project construction period began on June 16, 1933, 
and ended on December 1, 1935; 


(2) That six percent is a reasonable interest rate to be used in com- 
puting the amount to be allowed for interest during the construction 
period, and that simple interest computed at this rate and in the 
manner set forth under “Interest During Construction” of said opinion 


in this matter results in a fair and reasonable interest allowance during 
said construction period ; 


(3) That on the basis set forth in paragraph (2) above, the amount 
for interest during construction, including the portion computed on 
preliminary expenditures prior to the beginning of actual construction 
under contract, aggregates $78,012.38; 

(4) That in view of the allowance for interest during construction 
set forth in paragraph (3) above, the interest determination of 
$1,611.29 on preliminary expenditures heretofore approved in opinion 
and order Jn the Matter of Kanawha Valley Power Company,1¥.P.C. 
322, dated February 4, 1936, is hereby revoked ; 


(5) That the actual legitimate original project costs, as of April 
80, 1936, are the amounts as shown in the column headed “Amounts 
Allowed” in the following table, the items thereof being numbered, 
for convenience in reference, to correspond with similar items shown 
on pages 9 and 30 of the preliminary accounting report dated September 
1, 1938, prepared by Commission accountants: 


: Amounts Amounts Amounts 
Description claimed allowed | disallowed 


Pre-license cost, exclusive of interest ; $53, 709. 64 
(For interest on pre-license cost, see below. ) 
Post-license cost, exclusive of interest: 
Items recommended by Commission’s staff for approval--...| 2,679,799. 56 | 2,679, 799. 56 
Items suspended by Commission’s staff: 
No. 1, Construction power 1, 975. 65 1, 975. 65 
No. 2, Operations portion of F. P. C. administration 
charge for 1935 15. 70 
No. 3, Adjustment of prorated indirect engineering and 
drafti ing expenses of American Gas & Electric Co- . 1, 600. 82 
No. 4, Portion of retainer fees of Mead and Scheidenhelm 
applicable to Winfield project erroneously charged to 
project No. 1175___._- 
No. 5, Fire insurance premiums chargeable “to opera- 
tions 
No. 6, re power line-charge for estimated cost 
of removal by Appalachian Electric Power Co. --.. 150. 00 
No. 7, Preoperative revenue -_. bd (3, 531. 00) 
No. 8, Operating expense for preoperative “‘period__ r 1, 327.72 1, 327.72 
No. 9, nused materials and supplies transferred to 
Winfield project at 50 percent of cost 1, 715. 13 1, 7 > 





No. 10, Employees’ group life insurance 
No. 11, Taxes applicable to operative period 
Interest during construction: 
Pre-license_. L 
Post-license (suspension No. 12)-. . , 428. , 406. 78, 012. 38 


| 2, 819, 847. 84 2, 813, 619. 71 
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(6) That the amounts shown in the foregoing table under the 
caption “Amounts Disallowed” do not represent actual legitimate 
original costs of said project and are hereby disallowed as part of 
such cost; 

(7) That the amount of $1,087.48 shown in the foregoing table 
under the caption “Amounts Disallowed” is chargeable to the licensed 
project designated on the records of the Commission as project No. 
1290; 

(8) That the amount of $1,600.82 shown in the foregoing table 
under the caption “Amounts Disallowed” is chargeable to accounts 
receivable against American Gas & Electric Company; 

(9) That the amounts shown in the foregoing table under the 
caption “Amounts Disallowed” with the exception of the amount of 
$1,087.48 referred to in paragraph (7) above, do not represent expen- 
ditures for nonproject property of the licensee; 

The Commission orders: 

(A) That the licensee, Kanawha Valley Power Company, establish 
and maintain control accounts with reference to said project showing 
a total debit balance in its fixed capital accounts beginning with 
an entry of $2,813,619.71 as the actual legitimate original cost of said 
project as of April 30, 1936; 

(B) That the said licensee establish and maintain subsidiary ac- 
counts showing and substantiating all entries in such control accounts, 
and classifying the total for fixed capital in appropriate detail and 
in accordance with the provisions of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, 
effective January 1, 1937, pursuant to authority granted by the Federal 
Power Act; 

(C) That the amount of $1,087.48 shown in the foregoing table 
under the caption “Amounts Disallowed” be charged to the licensed 
project designated on the records of the Commission as project No. 
1290; 

(D) That the amount of $1,600.82 shown in the foregoing table 
under the caption “Amounts Disallowed” be charged to accounts 
receivable against American Gas & Electric Company; 

(E) That the amounts of $15.70, $53.24, $76.48, and $3,394.41 
shown in the foregoing table under the caption “Amounts Disal- 
lowed” be transferred from the project accounts and charged to the 
appropriate surplus account pursuant to and in accordance with the 
pertinent provisions of said uniform system of accounts prescribed 
for public utilities and licensees; 

(F) That within sixty days of service of this order, the licensee 
comply with this order and execute and submit to the Commission 
F. P. C. Form No. 76 showing such compliance. 








IN THE MATTER OF 


KANSAS PIPE LINE & GAS COMPANY AND NORTH DAKOTA 
CONSUMERS GAS COMPANY 


Applications for Certificates of Convenience and Necessity 


G-106 and G—119 
(Decided October 24, 1939) 
Syllabus 


1. No precise and rigid definition can be given for the phrase “market in 
which natural gas is already being served by another natural-gas com- 
pany” used in section 7 (c) of the Natural Gas Act, and its precise 
meaning is dependent upon the facts and circumstances in each case. 
The capacity of existing pipe lines to serve proposed new territory, the 
availability of adequate financial resources to pay for proposed construc- 
tion, the availability of adequate supplies of natural gas, the economic 
f.asibility of the proposed extensions or new construction—all or some 
of these and other factors may affect the delineation of what new or 
unserved area is within a “market,” and are properly matters for 
consideration. Such a “market” is not limited to communities in which 
there are presently existing physical facilities for the transportation 
and sale of natural gas. P. 35. 

2. The legislative history of the Natural Gas Act indicates that Congress 
intended the word “market” (a) to imply an area or territory of unde- 
fined extent, bearing some reasonable relation to existing pipe lines and 
other facilities for the transportation and sale of natural gas; and (b) 
to embrace that territory within which a natural-gas company can 
economically render adequate service by reasonable extensions of its 
facilities, having due regard, among other factors, to the sufficiency 
of its available reserves of natural gas. P. 35. 

3. The intentions of an existing natural-gas company with regard to a new 
area or territory as evidenced by surveys or studies thereof, while not 
decisive, are evidence that such existing company regards such new 
area as being located within its “market.” P. 36. 

4 Applicants who contend that “public convenience and necessity” require 
or will require the contruction of facilities for the transportation of 
natural gas must show that they possess a supply of natural gas ade- 
quate to meet those demands which it is reasonable to assume will be 
made upon them. In the instant case a firm contract committing such 
a reserve to the exclusive use of the applicant is required to be fur- 
nished to the Commission. P. 40, 41. 

5. Applicants should show, among other things, that there exist in the terri- 
tory proposed to be served customers who can reasonably be expected 
to use such natural-gas service. P. 45. 
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6. Applicants must show that the facilities for which they seek a certificate 
are adequate to render a full and complete public service in the terri- 
tory proposed to be served. Since in the instant proceedings there is 
no basis of actual experience, but only a reasonably to be expected 
experience, it is necessary to consider the estimated demand for natural 
gas and the estimated sales of natural gas, and against that factor to 
appraise the capacity and physical character of the facilities the appli- 
cants propose to construct. P. 46, 47. 

7. Applicants for certificates of convenience and necessity should show that 
they possess adequate financial resources with which to construct the 
facilities for which certificates are sought, and an application may be 
dismissed on an inadequate showing of financial ability. P. 52. 

8. Applicants for certificates of convenience and necessity should show 
that the costs of construction of the facilities which they propose 
are both adequate and reasonable. P. 53. 

9. As the rates to be charged in the future should reflect cost, the original 
cost of construction must be reasonable. P. 53. 

10. When the certificate issues and construction is completed, an applicant 
will be required, in the public interest, to file with the Commission 
a sworn statement of the actual original cost of construction. P. 54, 

11. The Commission requires in determining whether present or future 
convenience and necessity require or will require the construction or 
operation of proposed facilities for the transportation or sale of 
natural gas, that the applicants make an adequate showing of, among 
other things, the fixed charges to be met, the proposed schedules of 
rates to be charged, a comparison of those rates with those now 
charged by other natural-gas companies already serving the territory 
sought to be served, estimates of anticipated resources, and the 
feasibility of those rates to provide essential revenues. P. 54, 55. 

12. The term “public convenience and necessity” must be determined on 
the facts and circumstances of each case. The various factors above 
discussed are minimum requirements on which applicants must make 
adequate showing. The term does not have the meaning of indis- 
pensably requisite, but rather a public need or benefit without which 
the public is inconvenienced to the extent of being handicapped in the 
pursuit of business or comfort or both, without which the public 
generally in the area involved is denied to its detriment that which 
is enjoyed by the public of other areas similarly situated. It con- 
notes a reasonable necessity having regard to the convenience of the 
public in the area involved and its welfare. P. 56. 

13. The “public” whose convenience and necessity are the subjects of in- 
quiry is construed to be the public which exists in the area or 
territory proposed to be served, not merely the applicant nor those 
persons or towns who believe they would benefit from the proposed 
construction. P. 56. 

14. Where there is no existing natural-gas service, the convenience and 
necessity of the public in that area will be served by the introduction 
of that service providing that those who seek to render that service 
can meet certain minimum standards designed to secure such service 
on a continuous and adequate basis. P. 56. 

15. The fact that a State commission has issued a certificate of convenience 
and necessity authorizing the extension of natural-gas service into 
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a portion of the territory under consideration confirms a conclusion 
that natural-gas service therein will serve the convenience and neces- 
sity of the consuming public in that area. P. 57. 

16. Congress did not intend this Commission generally to weigh the broad 
social and economic effects of the use of various fuels. Section 7 (¢) 
of the Natural Gas Act makes it the duty of the Commission to safe- 
guard the convenience and necessity of the public as it may be affected 
by proposed extensions or constructions of facilities for the trans- 
portation of natural gas to markets in which natural gas is already 
being served by another natural-gas company. P. 57. 

17. Held, on an application for a certificate of public convenience and neces- 
sity under section 7 (c) of the Natural Gas Act, that the applicants 
have not made a satisfactory showing on all the minimum requirements 
so as to enable the Commission to make the requisite statutory find- 
ings, and a further showing is required on certain enumerated points 
before a certificate will issue. 


Allen V. Junkin, George W. Burton, and John P. Devaney for 
Kansas Pipe Line & Gas Company. 

John R. Curry and John C. Benson for North Dakota Consumers 
Gas Company. 

John C. Benson for Montana-Dakota Utilities Company. 

Frank W. Murphy for Public Service Gas Company. 

Milion K. Higgins for North Dakota Railroad Commission. 

Charles W. Stadell for Illinois Coal Traffic Bureau. 

J. Carter Fort and R. V. Fletcher for Association of American 
Railroads. 

Earle C. Calhoun for National Bituminous Coal Commission. 

George D. Horning, Jr., for National Coal Association and Truax- 
Praer Coal Company. 

F. H. Stinchfield and C. W. Fiddes for Maher Coal Bureau. 

B. E.. Urheim for Northwestern Retail Coal Dealers Association. 

Richard J. Connor, R. E. May, FE. H. Lange, and Justin R. Wolf for 
the Commission. 


By THe ComMMISSION : 
OPINION AND FINDINGS 


Kansas Pipe Line & Gas Company and North Dakota Consumers 
Gas Company have each filed applications under section 7 (c) of the 
Natural Gas Act for certificates of public convenience and necessity, 
authorizing the construction and operation of facilities for the trans- 
portation and sale of natural gas in interstate commerce. Both appli- 
cants desire to construct facilities for the transportation of natural 
gas in interstate commerce to certain specified towns in eastern North 
Dakota and western Minnesota, but aside from these specific points of 
conflict the proposed projects are dissimilar both as to route and terri- 
tory proposed to be served. 
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Section 7 (c) of the Natural Gas Act provides: 


No natural-gas company shall undertake the construction or extension of any 
facilities for the transportation of natural gas to a market in which natural gas 
is already being served by another natural-gas company, or acquire or operate 
any such facilities or extensions thereof, or engage in transportation by means 
of any new or additional facilities, or sell natural gas in any such market, unless 
and until there shall first have been obtained from the Commission a certificate 
that the present or future public convenience and necessity require or will require 
such new construction or operation of any such facilities or extensions thereof: 
Provided, however, That a natural-gas company already serving 4 market may 
enlarge or extend its facilities for the purpose of supplying increased market 
demands in the territory in which it operates. Whenever any natural-gas com- 
pany shall make application for a certificate of convenience and necessity under 
the provisions of this subsection, the Commission shall set the matter for hearing 
and shall give such reasonable notice of the hearing thereon to all interested 
persons as in its judgment may be necessary under rules and regulations to be 
prescribed by the Commission. In passing on applications for certificates of con- 
venience and necessity, the Commission shall give due consideration to the appli- 
eant’s ability to render and maintain adequate service at rates lower than those 
prevailing in the territory to be served, it being the intention of Congress that 
natural gas shall be sold in interstate commerce for resale for ultimate public 
consumption for domestic, commercial, industrial, or any other use at the lowest 
possible reasonable rate consistent with the maintenance of adequate service 
in the public interest. 


After appropriate public notice had been given, public hearings on 
both of these applications were held beginning March 27, 1939, and 
concluding April 20, 1939. Pursuant to section 17 of the Natural 
Gas Act and Part 67 of our provisional rules of practice and regula- 
tions under the Natural Gas Act, whereby provision is made for the 
participation by interested State regulatory commissions in hearings 
on matters of mutual interest pending before us, the privilege of such 
participation was extended to the North Dakota Railroad Commission, 
and the Honorable S. S. McDonald, a member of that Commission, 
sat with the examiner during the hearings on these matters. 

By appropriate order each applicant was granted permission to and 
did intervene and oppose the application of the other. By appropriate 
order the Montana-Dakota Utilities Company was granted permission 
to and did intervene and oppose the granting of the application of the 
Kansas Pipe Line & Gas Company, Docket No. G—106. 

Prior to the holding of the hearings above referred to, certain rep- 
resentatives of coal, railroad and labor union interests petitioned to 
intervene and oppose either or both of the applications. At various 
times and by appropriate orders in the premises all of these petitions 
to intervene were denied, but the petitioners were granted the privi- 
lege of participation in the hearings held in these matters to the extent 
of appearing at the hearings, adducing relevant and material evidence, 
and filing briefs. All parties, interveners and limited. participants 
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appeared at the hearings, participated therein to the extent permitted 
hy orders of the Commission, and havé filed briefs. 


THE PROPOSED FACILITIES FOR WHICH CERTIFICATES ARE SOUGHT 


The Kansas Pipe Line & Gas Company, hereinafter referred to as 
the Kansas Company, proposes to build pipe lines for the transporta- 
tion of natural gas in interstate commerce from a point in what is 
known as the Hugoton gas field located in the southwestern corner of 
the State of Kansas to a point on the Mesabi Iron Range located in 
northeastern Minnesota. The proposed main pipe line, branch lines 
and lateral lines will extend a distance of approximately 1,300 miles 
and running northeasterly from the point of origin would, if con- 
structed, traverse or enter the States of Kansas, Nebraska, South Da- 
kota, North Dakota, and Minnesota. From a point on the proposed 
main line in Stevens County, Minnesota, the applicant proposes to 
build a branch line which will transport gas to the cities of Moorhead, 
Crookston, and East Grand Forks in western Minnesota and Fargo 
and Grand Forks in eastern North Dakota, among others. Over the 
entire route of the proposed facilities the Kansas Company intends 
to provide natural gas for resale or direct distribution in some 129 
communities, as well as directly to serve individual industrial con- 
sumers along its proposed route. The Kansas Company contemplates 
that natural gas will be utilized on the Mesabi Iron Range in Minne- 
sota not only for the ordinary purposes to which natural gas is put, 
but also that it will be utilized in what is known as the magnetic 
roasting process for the beneficiation of iron ore; on the Cuyuna 
Range, which is located south of the Mesabi Range, the Kansas Com- 
pany contemplates the utilization of natural gas not only for ordinary 
purposes and in the magnetic roasting process, but also for heating 
and agglomeration in a process designed to produce high-grade man- 
ganese from the manganiferous ores which are found on the Cuyuna 
Range. 

The North Dakota Consumers Gas Company, hereinafter referred 
to as the North Dakota Company, proposes to build pipe lines from 
Mandan, North Dakota, eastward through Fargo, North Dakota, to 
Moorhead, Minnesota, and northward from Fargo, North Dakota, 
along the North Dakota-Minnesota State line to Grand Forks, North 
Dakota. A branch line will be built eastward from Grand Forks 
to East Grand Forks, Minnesota, and from a point below Grand 
Forks in Grand Forks County, North Dakota, to Crookston, Minne- 
sota. The proposed facilities will approximate 198 miles in length. 
Applicant proposes to sell natural gas for resale and distribute nat- 
ural gas in various cities and towns, and to various corporations, 
State institutions and individuals along the route of the proposed 
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lines. With the exception of the towns of Fargo and Grand Forks, 
North Dakota, and Moorhead, Crookston, and East Grand Forks, 
Minnesota, the two applications are not in conflict either as to route 
or communities proposed to be served. 

Some mention should be made here of the corporate character of 
the North Dakota Company. This applicant received its charter 
on December 9, 1938, and is purportedly a cooperative corporation. 
It was not possible to organize this company under the Cooperative 
Corporation Statute or the Rural Electric Administration Statute 
of North Dakota, but certain features of its charter are stated to 
follow the cooperative. scheme. It is anticipated by the organizers 
of the company that the consumer will benefit from the cooperative 
features. The articles of incorporation limit the payment of divi- 
dends to a preferential dividend of $3 per year per share on the $50 
par value preferred stock and 80 cents per share a year on the $10 
par value common stock; surplus profits may be used only for the 
declaration of dividends, the discharge of corporate indebtedness, 
the building up of a reserve for the retirement of property, or reduc- 
ing the cost of natural gas to the consumer through some plan of bill 
discount, rebates, rate reductions, etc. The company is capitalized 
for $250,000 represented by 3,000 shares of preferred stock of a par 
value of $50 per share and 10,000 shares of common stock at a par 
value of $10 per share. The paid in capital stock of the company 
is $150. Each stockholder is to have one vote only, irrespective of 
the number of shares of stock which that stockholder may hold. No 
indication of the manner of disposing of the common stock has been 
given. The record discloses that the present personnel of the com- 
pany has had no experience in the operation of a natural-gas 
company. The record does not at present contain a sufficient showing 
as to the plans for operation and management of the company. 


THE COMMISSION’S JURISDICTION IN THE PREMISES 


Section 7 (c) of the Natural Gas Act does not require that all con- 
struction or operation of facilities for the transportation or sale of 
natural gas in interstate commerce be under a certificate of public 
convenience and necessity issued by this Commission. The pertinent 
part of section 7 (c) provides: 


No natural-gas company shall undertake the construction or extension of 
any facilities for the transportation of natural gas to a market in which natural 
gas is already being served by another natural-gas company * * * or engage 
in transportation by means of any new or additional facilities or sell natural 
gas in any such market, unless and until there shall have first been obtained 
from the Commission a certificate that the present or future public convenience 
and necessity require or will require such new construction or operation of 
any such facilities or extension thereof: * * * [Italics supplied.] 
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The statute sets forth one primary factor on which the Commis- 
sion’s jurisdiction rests: the facilities which are to be constructed or 
operated must be for the “transportation of natural gas to a market 
in which natural gas is already being served by another natural-gas 
company.” 

The statute is not specific, however, as to the definition of that 
factor. It does not expressly define the word “market” or the phrase 
“market in which natural gas is already being served.” 

We feel that this word and phrase are not susceptible of precise 
and rigid definition which can be applied in all cases, but rather that 
these terms depend for their meaning upon the independent facts and 
circumstances presented by each case. The capacity of existing pipe 
lines to serve proposed new territory; the availability of adequate 
financial resources to pay for proposed construction; the availability 
of adequate supplies of natural gas; the economic feasibility of the 
proposed extensions or new construction—all or some of these and 
other factors may affect the delineation of what new or unserved area 
is within a “market,” and are properly matters for us to consider in 
our resolution of the jurisdictional problem. 

We do not feel that “market in which natural gas is already being 
served” can mean only those communities in which there are presently 
existing physical facilities for the transportation or sale of natural 
gas. The legislative history of the Natural Gas Act, as manifested 
in the hearings, the reports of the House and Senate committees and 
the Congressional debates, indicates clearly that Congress intended 
the word “market” to imply an area or territory of undefined extent, 
bearing some reasonable relation to existing pipe lines and other 
facilities for the transportation and sale of natural gas. 

Examination of the legislative history of the Act, as well as an- 
alysis of its provisions, indicates that Congress intended the word 
“market” to embrace that territory within which a natural-gas com- 
pany can economically render adequate service by reasonable ex- 
tensions of its facilities, having due regard, among other factors, 
to the sufficiency of its available reserves of natural gas. 

In section 7 (c) of the Act, for example, we find the proviso that 
a natural-gas company “may enlarge or extend its facilities for the 
purpose of supplying increased market demands in the territory in 
which it operates.” As the prohibitions of the Act relate to “sales 
for resale,” this permission clearly comprehends extension to un- 
served communities within the territory in which the company 
operates, 

It is important to note the statute does not give a natural-gas com- 
pany an unrestricted monopoly within such a market or territory. 
On the contrary, it provides that, in passing on applications for cer- 
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tificates of convenience and necessity, “the Commission shall give 
due consideration to the applicant’s ability to render and maintain 
adequate service at rates lower than those prevailing in the territory 
to be served, it being the intention of Congress that natural gas shall 
be sold * * * at the lowest possible reasonable rate consistent 
with the maintenance of adequate service in the public interest.” 

Concrete illustrations may serve to clarify these general consid- 
erations. For example, a city presenting a reasonably desirable load 
may lie some 75 miles from the present terminus of an existing p}) > 
line. If such community could be economically served by ordinary 
extensions of existing facilities without impairing the service of pres- 
ent customers, it might reasonably be viewed as included within the 
market of the natural-gas company owning such facilities. But the 
terrain separating the two points may be of such a character as 
would increase costs of constructing the proposed extension out of 
proportion to revenue to be anticipated; or the intervening territory 
may be so thinly populated that the company could not reasonably 
anticipate the addition to its system of any load other than in the 
town of eventual terminus, and the load there to be attached might 
not be sufficient by itself to warrant the extension. In either case 
such community could hardly be regarded as being located within 
the “market” of the company. 

On the other hand, a community might conceivably be immediately 
adjacent to territory now being served by a natural-gas company but 
might not properly be considered as within the market which it serves 
or is capable of serving. This might result from inadequate -up- 
plies of natural gas; from insufficient capacity of its pipe line: from 
inadequacy of financial resources to permit the company to furnish 
proper service to an additional community or from any other factor 
which might result either in imposing an “undue burden” on the 
existing company or impairing its ability to render adequate service 
to its present customers. 

In this connection it may be said that while we do not believe 
that the plans, intentions or purposes of an existing natural-gas 
company with regard to a new area or territory, as evidenced by sur- 
veys or studies of such area, is by itself decisive of an assertion by 
the existing company that the area so surveyed or studied is included 
within its market, it is clear that such actions are at least evidence 
of the existing company’s regard of that new area as being located 
within its market. 

We have dwelt at length upon these considerations which affect 
the interpretation of section 7 of the Natural Gas Act not only be- 
cause of their importance in the instant case, but. also because of 
their bearing on applications for certificates of convenience and ne- 
cessity which may be filed hereafter. 
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Kansas Pipe Line & Gas Company.—The record before us shows 
that the Kansas Company, a Kansas corporation authorized to do 
business in the State of Nebraska, presently owns and operates nat- 
ural-gas pipe lines extending from the Rush County gas field in the 
State of Kansas into the State of Nebraska, and at present trans- 
ports natural gas in interstate commerce from Kansas to Nebraska. 
Along the route of its pipe lines, which total approximately 625 miles 
in length, the Kansas Company sells gas at wholesale or retail in 
53 communities, 17 of which are in Kansas and the remainder in 
Nebraska. 

The route of the facilities proposed to be constructed by the Kan- 
sas Company has already been outlined. Several of the communities 
which the Kansas Company proposes to serve in Nebraska, South 
Dakota, and Minnesota lie near existing termini or sales points along 
the existing facilities of the Northern Natural Gas Company, There 
are no physical connections for the transportation of natural gas to 
or the sale of natural gas in any of the communities proposed to be 
served by the Kansas Company. The Northern Natural Gas Com- 
pany has surveyed or made studies of the possibility or desirability 
of extending its facilities to several of the towns proposed to be 
served by the Kansas Company. As to those towns in Nebraska, 
South Dakota and Minnesota which applicant proposes to serve, 
and which are either near termini of the Northern Natural’s present 
facilities or were the subject of study by that company for possible 
extension, it would appear that in the light of Northern Natural’s 
present available source of supply, its access to financial resources, 
the character and quantity of the load available in those communities, 
the effect that such extensions would have on the existing facilities 
of the company, those towns may properly be said to be within a 
market presently served by the Northern Natural Gas Company. 

The Kansas Company proposes to build a branch line from a point 
in Stevens County, Minnesota, northward to transport natural gas 
to, among others, the towns of Moorhead, Crookston, and East Grand 
Forks, located in western Minnesota, and Fargo and Grand Forks, 
located in eastern North Dakota. 

The Montana-Dakota Utilities Company presently owns and oper- 
ates a natural-gas pipe line which transports natural gas from the 
Baker-Glendive gas field located in southeastern Montana eastward 
to Bismarck, North Dakota. This line was constructed under the 
authority of a certificate issued July 10, 1928, by the North Dakota 
Railroad Commission to the Montana-Dakota Power Company, a 
predecessor company of the Montana-Dakota Utilities Company. 
The certificate was assigned to the Montana-Dakota Utilities 
Company. 
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The original certificate—or series of certificates—issued by the 
North Dakota commission authorized the construction of.a natural- 
gas pipe line from Beach, North Dakota (on the Montana-North 
Dakota State line), to Fargo, North Dakota (on the North Dakota- 
Minnesota State line). However, the line was built only as far as 
Mandan and Bismarck, North Dakota, and the certificate for the addi- 
tional construction east to Fargo, North Dakota, was allowed to lapse 
on its expiration in 1930. It appears that the depression occurring 
in those years and the consequent dislocation of economic conditions 
throughout the country, as well as in this area, substantially influenced 
the abandonment of that portion of the construction lying east of 
Mandan and Bismarck, which the certificates issued by the North 
Dakota commission authorized. 

The Montana-Dakota Utilities Company has repeatedly surveyed 
the area represented by the five towns in North Dakota and Minne- 
sota which the Kansas Company proposes to serve, and at one time 
in the recent past attempted unsuccessfully to secure the finances 
necessary to construct a project designed to transport natural gas 
to those towns from its present terminus at Mandan and Bismarck. 
The supply of natural gas available to the Montana-Dakota Utilities 
Company is ample to provide for service in those towns should they 
be attached. The present Montana-Dakota Utilities Company line 
from the Montana gas fields to Mandan, North Dakota, is built and 
designed to operate under 500 pounds pressure and is at present 
actually operated at 150 pounds pressure. The line is not presently 
used to capacity and possesses sufficient capacity to serve the area 
lying east of Bismarck and Mandan. From the present terminus of 
the Montana-Dakota Utilities line at Bismarck to Fargo, North Da- 
kota, there are other communities which would naturally be served 
by such a pipe line as the company originally contemplated con- 
structing. 

It is true that none of these five controverted towns presently enjoys 
natural-gas service. As has been indicated, the phrase “market in 
which natural gas is already being served by another natural-gas 
company” cannot reasonably be interpreted as meaning only those 
communities in which there are presently existing physical facilities 
for the service of natural gas. Rather the phrase “market in which 
natural gas is already being served by another natural-gas company” 
lends itself readily to a meaning which has regard for those many 
and varied factors we have discussed heretofore, all of which are to 
be viewed in the light of the facts and circumstances of each particular 
case as it arises. 

_In the light of the foregoing we find that the Kansas Pipe Line & 
Gas Company is engaged in the transportation of natural gas in inter- 
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state commerce and the sale in interstate commerce of natural gas 
for resale, and is a natural-gas company within the meaning of the 
Natural Gas Act; that the Kansas Pipe Line & Gas Company proposes 
to undertake the construction or extension of facilities for the trans- 
portation of natural gas to a market or markets in which natural gas 
is already being served by another natural-gas company or natural- 
gas companies. Accordingly, the jurisdiction of the Commission 
under section 7 (c) of the Natural Gas Act attaches to the construction 
or extension of facilities proposed by the Kansas Pipe Line & Gas 
Company. 

North Dakota Consumers Gas Company.—The route of the facili- 
ties proposed to be constructed by this applicant has already been 
discussed. The North Dakota Company proposes to serve natural 
gas to the same five cities and towns in eastern North Dakota and 
western Minnesota as are contemplated to be served by the Kansas 
Company. We have concluded that the proposed construction of 
facilities by the Kansas Company to serve those five communities con- 
stituted a proposed construction or extension of facilities to a market 
in which natural gas is already being served by another natural-gas 
company. For the same reasons we feel that the construction or ex- 
tension of facilities for the transportation of natural gas to these five 
towns by the North Dakota Company constitutes a proposed con- 
struction or extension of facilities to a market in which natural gas 
is already being served by a natural-gas company. The fact that the 
North Dakota Company will buy its natural gas from the Montana- 
Dakota Utilities Company at Mandan, North Dakota, and will build 
a line which, for all intents and purposes, is identical with the line 
originally contemplated by the Montana-Dakota Utilities Company 
in 1928, at least so far as construction and service east from Mandan 
to Fargo is concerned, serves to substantiate our conclusion. 

The North Dakota Consumers Gas Company is a natural-gas com- 
pany within the meaning of the Natural Gas Act. The company was 
organized on December 9, 1938, to acquire, own and operate natural- 
gas pipe lines and distribution systems for the sale of natural gas at 
wholesale and retail, to produce and purchase natural gas and to 
engage in certain other matters incident to the carrying on of a nat- 
ural-gas public utility business. The company does not at present 
own or operate any facilities for the transportation or sale of natural 
gas although it does hold a contract with the Montana-Dakota Utili- 
ties Company for the purchase of natural gas from the latter company 
at Mandan, North Dakota, which natural gas the Montana-Dakota 
Utilities Company produces in Montana and transports to Mandan, 
North Dakota. 
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Section 7 (c) of the Natural Gas Act not only inhibits construction 
of facilities by a natural-gas company to a market already served 
except under a certificate issued by the Commission, but also inhibits 
the engaging in transportation by a natural-gas company by means 
of any new or additional facilities or the selling of natural gas by a 
natural-gas company in a market already served, except under a 
certificate granted by the Commission. It is obvious that the Con- 
gressional intent was to prohibit construction and use of proposed 
new facilities which would enter a market already served by a natural- 
gas company except under a certificate granted by the Commission. 

Accordingly, with regard to the North Dakota Consumers Gas 
Company, we find that the said company is authorized by charter to 
construct the facilities for which a certificate is sought; that it is a 
natural-gas company within the meaning of the Natural Gas Act; 
that the construction and operation of the facilities proposed to be 
undertaken by the North Dakota company will be for the transpor- 
tation of natural gas to, and the sale of natural gas in, a market 
in which natural gas is already being served by another natural-gas 
company. Accordingly, the jurisdiction of the Commission under 
section 7 (c) of the Natural Gas Act attaches to the construction and 


proposed use of the facilities contemplated by the North Dakota 
company. 


THE SOURCES OF SUPPLY AVAILABLE TO THE APPLICANTS 


We are of the opinion that applicants who contend that “public 
convenience and necessity” require or will require the construction 
of facilities for the transportation of natural gas must show that they 
possess a supply of natural gas adequate to meet those demands which 
it is reasonable to assume will be made upon them. It is obvious that 
the public convenience and necessity would not be seryed by certifi- 
cating an applicant who had an insufficient supply of the product 
which it proposes to make available to the public. Cf. /ncorporators 
of Service Gas Company v. Public Service Commission of Pennsyl- 
vania, (1937 Pa.) 190 Atl. 653, 15 P. U. R. (N.S.) 202. 

Kansas Pipe Line & Gas Company—The Kansas Company pro- 
poses to secure its supply of natural gas from the Hugoton gas field 
located for its major part in the southwestern corner of the State of 
Kansas. This field which lies almost directly north of the Texas 
Panhandle field is extremely large, being approximately 125 miles in 
length and averaging 35 miles in width. Competent evidence has 
been adduced to the effect that the field has over 2,000,000 acres of 
proven acreage of which 1,600,000 are located in Kansas. 

Using recognized methods of determining gas reserves, competent 
witnesses have estimated the original natural-gas reserves in place, less 
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an abandonment pressure of 25 pounds gage at the well head, at 
approximately 7,893,500 cubic feet per acre, or a total reserve of avail- 
able gas for the entire field of more than 17 trillion cubic feet. 

The Kansas Company proposes to secure its supply of natural gas 
from the Hugoton field through the medium of the firm of Hagy, 
Harrington and Marsh, a copartnership which owns gas lands, leases, 
and wells and produces natural gas in the Hugoton and other fields. 
There is evidence to the effect that this copartnership owns approxi- 
mately 302,000 acres of proven gas lands in the Hugoton fields and the 
Texas-Oklahoma Panhandle. 

Though there is not at present a firm contract in existence between 
the Kansas Company and Hagy, Harrington and Marsh for the sale 
and purchase of natural gas, the terms of that contract have been 
agreed upon between the parties. The proposed contract will be 
between the applicant as buyer and the Texokan Corporation as seller 
with performance thereof by the latter fully guaranteed by the part- 
nership of Hagy, Harrington and Marsh as producers. Though the 
Texokan Corporation has not as yet been formed, it is contemplated 
that that corporation will be formed to act as an operating company 
and seller in connection with this contract if the demand therefor 
arises. The seller and producer will guarantee that during the term 
of the contract in excess of 160,000 acres of proven acreage in the field 
will be dedicated to the needs of the Kansas Company. The contract 
will continue in force until January 1, 1960. The Kansas Company 
will pay 4 cents per 1,000 cubic feet as the price for gas at the mouth 
of the well and an additional 14 cent per 1,000 cubic feet for trans- 
portation and delivery of gas by the seller to a delivery point specified 
in the proposed contract. There is competent, uncontradicted evi- 
dence in the record to the effect that the natural-gas reserves under- 
lying this acreage total some 1,280 billion cubic feet. This appears 
from the evidence of record to be more than ample to provide the 
Kansas Company with a supply of natural gas which will serve its 
demands within the market now under consideration for approximately 
50 years. 

Conceding that there is an ample reserve of natural gas available 
to the Kansas Company, we are not unmindful of the fact that as yet 
no firm commitment between the owners or potential producers of that 
reserve and the Kansas Company is in existence which would specifi- 
cally dedicate that reserve to the Kansas Company. We could not 
issue an unconditional certificate of public convenience and necessity 
nor authorize the issuance of such an unconditional certificate until 
we had received assurance in the form of a contract satisfactory to us 
that the reserve of natural gas purportedly available to the Kansas 
Company is actually available upon firm commitment. 
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With regard to this matter of the reserves of natural gas of the 
Kansas Pipe Line & Gas Company, we find, therefore, that the Kansas 
Company intends to procure its supply of natural gas from the Hugo- 
ton gas field located in Southwestern Kansas; that the co-partnership 
of Hagy, Harrington and Marsh have under lease approximately 302,- 
000 acres of proven natural gas lands in the Hugoton field ; that Hagy, 
Harrington and Marsh, the Texokan Corporation (to be organized 
and whose activities will be guaranteed by Hagy, Harrington and 
Marsh), the Kansas Pipe Line & Gas Company and Stanley Marsh, Jr., 
propose to execute a contract whereby there will be dedicated to the 
Kansas Pipe Line & Gas Company approximately 160,000 acres of gas 
lands now held in trust by Stanley Marsh, Jr., for Hagy, Harrington 
and Marsh; that the reserves of natura] gas underlying the afore- 
mentioned 160,000 acres approximate 1,280,000,000,000 cubic feet of 
natural gas; that if such reserve of natural gas were available to the 
Kansas Pipe Line & Gas Company it would adequately meet the rea- 
sonably to be anticipated needs of the Kansas Pipe Line & Gas Com- 
pany for a period approximating 50 years; that it is essential that a 
firm contract committing such reserve to the exclusive use of the 
Kansas Pipe Line & Gas Company be presented to this Commission 
for its further consideration and approval before any certificate of 
public convenience and necessity could issue to the Kansas Pipe Line 
& Gas Company and before we could ultimately find that the present 
or future public convenience and necessity requires or will require the 
construction and operation of the proposed facilities. 

The North Dakota Consumers Gas Company.—The North Dakota 
Company intends to secure its supply of natural gas by purchase from 
the Montana-Dakota Utilities Company at a point of connection 
between the pipe lines of the two companies located near Mandan, 
North Dakota, the point of origination of the North Dakota Com- 
pany’s proposed line. Purchase is to be made under a contract 
executed by the parties on December 24, 1938. 

Under the terms of this contract the parties agree that the entire 
demand of the North Dakota Company will be furnished by the 
Montana-Dakota Utilities Company. The North Dakota Company 
will pay 14 cents per 1,000 cubic feet for gas purchased under the 
contract until January 1, 1944, and so long thereafter as gas is sup- 
plied from the so-called Cedar Creek Anticline or Baker field located 
in Montana. If the Montana-Dakota Utilities Company determines 
that it is necessary to construct a line to the Bowdoin gas field and 
such line is constructed, the price for gas at Mandan will thereafter 
‘increase to a rate of 16 cents per 1,000 cubic feet. Under the terms 
of the contract the North Dakota Company is given the option of 
making tender of 50 percent of the monthly purchase price due for gas 
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used under the contract in the form of certificates of indebtedness 
bearing dates of their issue and payable on or before January 1, 1959, 
the certificates to bear 5 percent interest per annum. The North 
Dakota Company is to execute to the Montana-Dakota Utilities Com- 
pany a good and valid mortgage to secure payment of said certificates 
and such lien is to be considered junior only to whatever obligations 
applicant may incur in securing funds to cover the cost of building its 
proposed facilities. The maximum amount of indebtedness to be 
secured by this mortagage and for this purpose is $2,800,000. Pursuant 
to this contract the North Dakota Company agrees that all salaries 
and remunerations of its officers and directors shall be fixed in an 
amount satisfactory to the Montana-Dakota Utilities Company and 
that the North Dakota Company will not directly or indirectly declare 
or pay any dividends upon any class of its capital stock without the 
approval of the Montana-Dakota Utilities Company. Unless this 
contract terminates on July 15, 1940, by reason of the failure of the 
North Dakota Company to begin construction of its proposed facilities, 
the contract is to be in force and effect until July 1, 1959. 

The sources of gas available to the Montana-Dakota Utilities Com- 
pany from which they will meet the demands of the North Dakota 
Company are in the so-called Baker and Bowdoin fields, located 
primarily in the State of Montana. 

The Baker field, the immediate source of supply, has a designated 
productive area of approximately 134,000 acres. Of the 135 wells 
presently in the field, 94 are owned by the Montana-Dakota Utilities 
Company. The field is presently unitized and the unit operator is 
the Montana-Dakota Company. That company owns or controls by 
lease approximately 100,000 acres of the 133,112 acres contained in 
the unit operating plan. Competent witnesses using accepted methods 
of test have estimated the present reserves of natural gas available 
in the Baker field at 267,000,000,000 cubic feet of natural gas. 

The Bowdoin field to which the Montana-Dakota Utilities Com- 
pany plans to connect its present facilities leading into Bismarck 
or Mandan, North Dakota, is located in northeastern Montana and 
comprises some 210,041 acres of productive area. The company con- 
trols some 61,000 acres in this field. Again competent witnesses using 
accepted methods of test have estimated the present reserves of the 
Bowdoin field at 336,364,000,000 cubic feet. There is evidence to the 
effect that there is no waste in either of the two fields. Though the 
Bowdoin field is not unitized at the present time, it is planned to 
unitize the field before the expiration of 1939. Considering known 
and ascertainable withdrawals, the reserves of natural gas in the two 
fields as of January 1, 1939, total between 602,000,000,000 to 605,000,- 
000,000 cubic feet of natural gas. 
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Having regard for current withdrawals from the Baker field 
alone, it would appear that even with the addition to those current 
withdrawals of the demands of the North Dakota Company, the 
natural-gas reserves of this field would supply the applicant’s 
demands for a period of approximately twenty years. If the reserves 
of the Bowdoin field also become available to the North Dakota 
Company, it would appear that the combined reserves of the two 
fields would satisfy applicant’s demands for a period in excess of 
40 years. . 

Reverting to the purchase contract between the applicant and the 
Montana-Dakota Utilities Company, we note the provision therein 
for an automatic increase in the price of gas to be paid by the North 
Dakota Company if the Montana-Dakota Utilities Company con- 
structs the proposed extension to the Bowdoin field. There is nothing 
in the record to bear out the reasonableness of this automatic increase. 
We do not know if the proposed extension will be solely for the use 
of the applicant, nor do we know whether if that is true the proposed 
increase in price bears any reasonable relation to the cost of construct- 
ing or operating that extension. For all that is apparent in the 
record, that extension may serve other demands upon the system of 
the Montana-Dakota Utilities Company than those of the North 
Dakota Company, but the cost thereof is to be paid solely by the 
North Dakota Company. Attention is directed to the fact that the 
proposed increase in rate is subject to our jurisdiction under applica- 
ble provisions of the Natural Gas Act. Applicant and the Montana- 
Dakota Utilities Company must take appropriate steps in the future 
to secure our approval of that increase if and when it is sought to 
put same into effect, and nothing we have said herein is to be con- 
strued in any manner as approval of this increase or of the present 
rate (14 cents per thousand cubic feet) set forth in that contract. 

Accordingly with regard to the reserves of natural gas available 
to the North Dakota Consumers Gas Company, we find that the 
North Dakota Consumers Gas Company intends to secure its supply 
of natural gas by purchase from the Montana-Dakota Utilities Com- 
pany at or near Mandan, North Dakota, pursuant to the terms of a 
contract entered into between the parties on December 24, 1938; that 
the Montana-Dakota Utilities Company will secure natural gas for 
delivery under that contract from the Baker and Bowdoin gas fields 
located principally in the State of Montana; that the total reserves 
of natural gas presently in those two fields are about 600,000,000,000 
cubic feet of natural gas, that the Baker field is unitized and that the 
unit operator thereof is the Montana-Dakota Utilities Company; 
that the Montana-Dakota Utilities Company plans an extension from 
its main line at Mandan, North Dakota, to and connecting with the 
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Bowdoin field; that the reserves of natural gas available in the 
Baker field would serve the reasonably to be anticipated needs of 
the applicant for a period in excess of twenty years and that if the 
reserves of natural gas in both fields were available to the applicant, 
those reserves would serve applicant satisfactorily for a period in 
excess of forty years; that nothing contained herein shall be con- 
strued as approval by us of that feature of the purchase contract of 
December 24, 1938, between the North Dakota Consumers Gas Com- 
pany and the Montana-Dakota Utilities Company which provides for 
the automatic increase in the price to be paid thereunder for natural 
gas; that nothing contained herein shall be construed as approval 
of the present price to be paid for natural gas by the North Dakota 
Consumers Gas Company under the terms of the purchase contract 
of December 24, 1938. 


POTENTIAL CUSTOMERS 


We believe that applicants who contend that public convenience 
and necessity require or will require the construction and operation 
of facilities for the transportation and sale of natural gas should 
show, among other things, that there exist in the territory proposed 
to be served customers who can reasonably be expected to use such 
natural-gas service. 

In the instant proceedings neither applicant has submitted to us 
any firm contract providing for the sale of natural gas by it. We 
do not think that this fact forecloses our consideration of the subject 
of whether there are proposed customers who may reasonably be 
expected to be served by the applicants. It is the testimony of 
witnesses who are men of long experience in the operation of the 
natural-gas business that it is not the practice in that industry when 
contemplating an extension into a territory where there are no 
physical connections for the sale of natural gas to attempt to secure 
firm commitments from prospective customers. The line is started 
or laid and customers are then attached. We see no reason to require 
applicants before us to submit firm commitments for the sale of 
natural gas in all cases; it is, we feel, enough if applicants show that, 
on the basis of experience in similar territory, there are reasonable 
grounds for anticipating that customers will be attached to the pro- 
posed facilities. This approach, we feel, has regard for the practical 
experience of the natural-gas industry and does not jeopardize the 
public interest. 

In the instant cases applicants propose to sell natural gas along 
the route of their proposed facilities to distribution companies for 
resale for domestic, commercial, industrial and other uses. Avppli- 
eants intend to sell directly from their. proposed facilities to indus- 
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trial customers, and the North Dakota Company also anticipates 
that it will directly engage in the distribution of natural gas to other 
consumers in certain communities along its proposed route. The 
Kansas Company anticipates that it will sell natural gas on the 
Mesabi and Cuyuna ranges in Minnesota for use in the beneficiation 
of iron ore and for use in the extraction of high-grade manganese 
from manganiferous ores. 

As regards potential domestic and commercial customers who may 
attach to the proposed facilities either directly or indirectly, both 
applicants have predicated their estimates on the basis of an approxi- 
mate potential attachment at the end of the fifth year of operations 
of one in every five persons of population along the proposed routes. 
The population in the area to be traversed by the proposed facilities 
of the Kansas Company is estimated at approximately 370,106 per- 
sons. That of the area proposed to be reached by the North Dakota 
Company is estimated at approximately 87,439 persons. The Kansas 
Company estimates that at the end of its fifth year of operations it 
will have attached approximately 85% of the total potential satura- 
tion. The North Dakota Company estimates that at the end of its 
fifth year of operations it will have attached approximately 80% 
of the total potential saturation. 

With regard to industrial consumers to be served directly or indi- 
rectly by the applicants their estimates do not appear to be unreason- 
able, and in the case of the Kansas Company make little or no 
allowance for the sale of natural gas for use in the new processes 
contemplated on the Mesabi and Cuyuna ranges. 

For the present we are concerned only with the reasonableness of 
the applicants’ estimates. The testimony shows that these estimates 
were based upon reasonably careful study of the conditions and cir- 
cumstances existing in the towns proposed to be served. Allowances 
have been made for the existence of manufactured gas plants in cer- 
tain of the communities. Comparisons and studies of the existing 
lines of other natural-gas companies operating in territory, areas, or 
communities reasonably comparable to that proposed to be served by 
the applicants have been made. Accepted principles of operations in 
the natural-gas industry have been observed. 


ESTIMATED SALES AND THE PHYSICAL CHARACTERISTICS OF THE FACILITIES 
PROPOSED 


We believe that applicants must show that the facilities for which 
they seek a certificate are adequate to render a full and complete 
public service in the territory proposed to be served. If applicants 
propose to transport natural gas to areas in which there are no 
present physical facilities for the transportation and sale of natural 
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gas, it is only reasonable to demand that applicants show that the 
facilities which they propose to construct are capable of meeting 
the demands for natural gas which it is reasonable to expect will 
arise. Since in the instant proceedings we are dealing not with 
actual experience but with a reasonably to be expected experience, 
we must again consider the estimated demand for natural gas—the 
estimated sales of natural gas—and against that factor appraise the 
capacity and physical character of the facilities the applicants pro- 
pose to construct. 

North Dakota Consumers Gas Company.—The North Dakota Com- 
pany estimates that at the end of the fifth year of operations it will 
have approximately 14,000 domestic and commercial customers at- 
tached to its system. The North Dakota Company estimates that 
at the end of the fifth year of operations the average annual con- 
sumption per meter per average domestic and commercial consumer 
will be 250,000 cubic feet. Accordingly, the North Dakota Company 
estimates that its annual gross sales of natural gas for domestic and 
commercial purposes will be 3,500,000,000 cubic feet. The applicant 
estimates that at the same period its annual industrial sales will 
average 1,400,000,000 cubic feet and that its special class of sales 
known as “State sales” will average around 400,000,000 cubic feet 
annually. The total estimated annual sales of the company at the 
end of the fifth year of operations will approximate 5,300,000,000 
cubic feet. 

In making this estimate the applicant has relied substantially upon 
the experience of the Montana-Dakota Utilities Company in connec- 
tion with its operations in territory appearing reasonably comparable 
to that proposed to be served by the applicant and upon studies of 
this prospective territory made by the Montana-Dakota Utilities 
Company. The primary territory proposed to be served by the ap- 
plicant company lies in the so-called Red River Valley of North 
Dakota and Minnesota. Economic conditions in that area are gener- 
ally better than those in the territory in western North Dakota pres- 
ently served by the Montana-Dakota Utilities Company, although in 
many other respects they are comparable. Though the 250,000 cubic 
feet per customer consumption estimated by the applicant is higher 
than the consumption per customer actually experienced by the Mon- 
tana-Dakota Company over its present facilities, the difference in 
economic conditions in territory served would appear to justify 
the higher estimate of applicant. We feel that the methods used 
by the applicant in making its estimate of sales and demand have 
been reasonable and that the applicant may reasonably expect to 
experience the results estimated by it. 

The North Dakota Company proposes to construct a 12-inch line 
from its point of connection with the system of the Montana-Dakota 
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Utilities Company at Mandan to Fargo, North Dakota. From 
Fargo to Grand Forks, North Dakota, the proposed line will be a 
10-inch line and the extension from Grand Forks to Crookston, 
Minnesota, will be a 6-inch line. The applicant proposes to construct 
the line so that it can be operated up to 500 pounds pressure. 

Assuming that the demand upon these facilities at the end of the 
fifth year of operations is to be as estimated by the applicant, com- 
petent witnesses. using recognized methods of calculating pipe line 
capacities have testified that the capacity of the proposed facilities 
in all divisions is adequate to meet the anticipated demand. This 
testimony is not controverted. There is evidence to the effect that 
the present facilities of the Montana-Dakota Utilities Company, orig- 
inally constructed with a view to extension to the territory sought to 
be served by the applicant are equipped to operate under 500 pounds 
pressure but that they are actually presently operating under only 
150 pounds pressure and that these facilities have the capacity to 
meet the additional demands to be placed upon them by the antici- 
pated attachment of the North Dakota Company. This testimony 
also is uncontroverted. 

Accordingly, with regard to this matter we find that the North 
Dakota Consumers Gas Company has estimated that at the end of 
its fifth year of operations it will sell approximately 5,400,000,000 
cubic feet of gas for all purposes; that this estimate was arrived at 
by the use of reasonable methods; that the capacity of the facilities 
proposed to be constructed by the North Dakota Consumers Gas 
Company will be adequate to meet reasonably to be anticipated 
demands. 

Kansas Pipe Line and Gas Company.—During the course of the 
hearing on this application no matter was more thoroughly inquired 
into than the matter of the capacity of the facilities proposed by the 
Kansas Company to meet the demands which it was reasonable to 
anticipate would be made upon it. Applicant has estimated that it 
will have sales in excess of 20,000,000,000 cubic feet a year at the end 
of the fifth year of operations. 

We believe that this estimate is conservative and for consideration 
of the matter here involved may justifiably be increased. Applicant 
has estimated annual industrial sales on the Mesabi and Cuyuna 
ranges at approximately 1,800,000,000 cubic feet of natural gas at 
the end of the fifth year of operations. This figure or estimate is 
predicated only upon the amount of boiler fuel now used on the iron 
ranges. This estimate makes no substantial allowance for the utiliza- 
tion of natural gas in either the beneficiation of iron ore or the man- 
ganese recovery process. Yet the record shows that the moving 
parties behind applicant’s proposal—persons of long experience with 
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the magnetic roasting process and persons who will be vitally inter- 
ested in this project financially and from the standpoint of the 
utilization of natural gas in the magnetic roasting process—are of 
the firm belief that natural gas can be economically and feasibly 
utilized in that process. 

Further, it would appear that applicant’s estimates of domestic 
sales is below that which can reasonably be anticipated. This results 
from applicant’s low estimate for potential house heating customers. 
Whereas applicant estimates those customers will be from 30 to 40 
percent of the potential number of domestic customers for the entire 
system, such an estimate is not in accord with the actual experience 
ef operating natural-gas companies serving in areas which can rea- 
sonably be compared to that proposed to be served by the applicant. 
Using the experience of other companies similarly situated as a guide, 
applicant’s estimate for this type of service could be increased from 
an estimate of 30 to 40 percent to 50 percent of the potential domestic 
customers. Using applicant’s own estimates of the total number of 
potential domestic customers and applicant’s estimated consumption 
per customer per meter for house heating purposes the increase to 
50 percent saturation of the total potential saturation would amount 
in an increase in estimated sales for domestic purposes of 686,355,000 
cubic feet for the fifth year’s operations. Applicant has not reflected 
in its estimate of sale the attachment of business in small towns along 
its route yet it has been testified that attachment in that character of 
town is relatively substantial. 

There are conflicting estimates of the capacity of the facilities as 
presently designed. From a review of the evidence presented and 
having regard to the qualifications of the witnesses testifying and 
the methods employed by them in estimating the capacity of these 
facilities, it would appear that the capacity of a 16-inch line with 
compressor stations spaced 100 miles apart operating at a 300-pound 
inlet pressure and an outlet pressure of 800 pounds—and these are 
the plans presented by applicant—is approximately 94,000,000 cubic 
feet a day. It should be noted that this estimate of capacity at 94,- 
000,000 cubic feet per day is an estimate of a witness presented by 
the Montana-Dakota Utilities Company, the intervenor opposing the 
granting of the application of the Kansas Company. 

However, it. is upon the question of the peak day demand per cus- 
tomer that the greatest controversy arises. This estimated demand 
averages from 1,000 cubic feet per customer to 2,800 cubic feet per cus- 
tomer. It is regretted that the record does not contain a more thor- 
ough study of the question of estimated peak day demand for 
applicant’s proposed system. The estimate of 1,000 cubic feet per cus- 
tomer appears too low when we compare this fgure to the known 
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experience of other natural-gas companies operating in territory 
comparable to that proposed to be served by the Kansas Company. 
The record discloses that the estimate of 2,800 cubic feet per customer 
was arrived at by a comparison of the territory proposed to be served 
by the applicant with a territory where such a demand was experi- 
enced. But the record also discloses that economic conditions between 
the two territories were so diverse as to make it unreasonable to 
ascribe to customers in the proposed territory a peak day demand 
experienced by customers in the known economically - prosperous 
region. 

A witness for the applicant who is well qualified has estimated the 
peak day demand per customer at approximately 1,333 cubic feet. 
This figure appears to-us to be the minimum which can be adopted. 
It is a figure arrived at as a result of past experience on lines com- 
parable to that proposed to be operated by the Kansas Company in 
territory that may reasonably be compared. Adoption of this figure 
would give a peak day demand of 96,746,000 cubic feet. This we feel 
is the minimum figure that can be used. 

Applicant has attempted to resolve the apparent lack of capacity of 
its facilities by urging before us that the peak day demand may be 
controlled in actual operation by three possible methods. The first is 
to increase the operating pressure on the line to 1.000 pounds and 
thus increase capacity to 100,000,000 to 120,000,000 cubic feet per day 
depending on the horsepower used. But applicant was unable to 
buttress this purely hypothetical pressure increase with evidence of 
the successful practical operations of such high pressures. Experi- 
mentation with such high pressures is presently being conducted on a 
small line some 90 miles in length in West Virginia but beyond this 
isolated experimental case no evidence of successful operation. at such 
pressures has been presented. We do not believe applicant has made 
adequate showing of the practicability of this method. 

Applicant also suggests that it can control its maximum peak day 
demand by attaching large commercial and industrial customers on 
an interruptible basis. With the exception of the potential load to 
be attached on the iron ore ranges, applicant probably will not attac.. 
any really large industrial users. Applicant’s greatest load will 
apparently come from a class of customers who experience has proven 
cannot be attached on an interruptible basis. It is doubtful, in view 
of these facts which are amply supported by evidence in the record, 
whether this method of controlling peaks is feasible. 

Finally applicant suggests that it will be able to control its maxi- 
mum peak day demands by the maintenance of existing manufac- 
tured gas plants by distribution companies for use on days of high 
demand for purposes of knocking off the peak. While we do not 
reject the general theory proposed by applicant, no evidence has 
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been submitted showing the willingness of distribution companies 
to agree to this retention and we are constrained to conclude that 
there are serious doubts as to the validity of this proposal. 

It would appear then that applicant’s system cannot be found to 
possess a capacity sufficient to meet the estimated peak day demand 
which can reasonably be said to be anticipated. This conclusion, 
however, is predicated upon the proposed construction of a system to 
serve the entire area or territory proposed by applicant, including 
the five towns in eastern North Dakota and western Minnesota pro- 
posed to be served by the North Dakota Consumers Gas Company 
and certain other towns on applicant’s proposed branch line extending 
northwest from a point in Stevens County, Minnesota (Fergus Falls 
and Breckenridge, Minnesota, and Wahpeton, North Dakota). 

While the record does not affirmatively show the maximum peak 
daily demand to be anticipated in those towns, the record does disclose 
facts with regard to the estimated annual sales to be anticipated in 
that territory, the number of potential customers therein, the nature 
and estimated extent of their demands and the character of the terri- 
tory from the standpoint of utilization of or demand for natural gas. 
In the light of these factors, it would appear reasonable to conclude 
that if the maximum peak day demand of the area discussed above 
were to de deducted from the already ascertained minimum capacity 
requirement of 96,746,000 cubic feet per day which must be met by 
the Kansas Company if it is to serve the entire territory proposed 
by it, the remaining maximum day demand of the territory remaining 
to be served by the Kansas Company would be well within the 
94,000,000 cubic feet capacity of the facilities proposed to be 
constructed by the Kansas Company. 

Accordingly, we find that the capacity of the facilities proposed 
to be constructed by the Kansas Pipe Line & Gas Company is : 
maximum of approximately 94,000,000 cubic feet per’ day; the esti- 
mated peak day demand to be reasonably anticipated by the Kansas 
Pipe Line & Gas Company for the entire territory which it proposes 
to serve is a minimum of approximately 96,746,000 cubic feet per day; 
the facilities proposed to be constructed by the Kansas Pipe Line & 
Gas Company are not adequate to meet that maximum peak daily 
demand which it is reasonable to anticipate will arise throughout the 
entire territory proposed to be served; if service to the towns of 
Fergus Falls, Breckenridge, Moorhead, Crookston, and East Grand 
Forks, Minnesota, and Wahpeton, Fargo and Grand Forks, North 
Dakota, is eliminated from the proposal of the Kansas Pipe Line & 
Gas Company, the capacity of the remaining facilities proposed to be 
constructed by said company will be adequate to meet the reasonably 
to be anticipated demands in that remaining territory which the 
applicant proposes to serve. 
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FINANCING OF THE PROPOSED PROJECTS 


We believe that applicants for certificates of convenience and neces- 
sity should show that they possess adequate financial resources with 
which to construct the facilities for which certificates are sought. 
Other regulatory commissions have denied applications for certificates 
where the applicants have been unable to show adequate financial 
resources. Re Niagara River & Eastern Railroad Company, P. U. R. 
1917 A, 278; Re Buffalo Jitney Owners Association, P. U. R. 1923 C, 
645; Re Wyoming-Montana Pipe Line Company, P. U. R. 1981 B, 
63; see also Re Carver, P. U. R. 1923 B, 242. When we consider 
that one effect of the issuance of a certificate to.construct and operate 
facilities to and in a given area is to preclude from that territory 
other construction or operation except under a certificate issued by 
us, the necessity that the present applicants be financially able to 
consummate their proposed construction becomes the more apparent. 

In the instant proceedings the applicants have stated that they 
intend to rely for their finances entirely upon the successful disposi- 
tion of applications each has filed with the Reconstruction Finance 
Corporation. Witnesses for both applicants have testified that for 
projects of the magnitude of those here under consideration the 
ordinary financial channels are closed; that the sale of securities to 
the general public in customary fashion is impossible for this type 
of project. We pass no comment upon this latter contention other 
than to note that neither applicant appears to have seriously made 
any attempt to finance through such channels. 

Neither applicant has submitted any firm commitment from the 
Reconstruction Finance Corporation that that organization will lend 
applicants the necessary funds. The record is silent upon the subject 
of the terms, conditions, type of security, method of repayment, 
amount, and other details of any financing program. Under these 
circumstances we could justifiably deny the applications before us; 
certainly we cannot authorize the issuance of unconditional certifi- 
cates or, without assurance on this vital point, make a finding that 
the present or future public convenience and necessity requires or 
will require the construction and operation of the proposed facilities. 

However, we have been informed from the beginning that appli- 
cants intended to finance through the Reconstruction Finance Cor- 
poration and there is evidence in the record to the effect that that 
body had informed the applicants that action on their pending appli- 
cations for loans would be held in abeyance until applicants had 
presented their applications for certificates to this Commission. 
Under these circumstances we do not feel it expedient presently to 
deny and dismiss the applications forthwith solely for lack of proper 
financial support. 
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We have no desire to foreclose the consideration of these matters 
by the Reconstruction Finance Corporation. We realize that the 
standards by which applications are judged by the two agencies may 
vary and the matters on which we place emphasis may not be the 
same which the Reconstruction Finance Corporation considers 
important. 

Accordingly with regard to this matter we find that neither 
applicant has made a satisfactory showing that it possesses the req- 
uisite financial ability to construct the facilities for which certificates 
are sought; applicants must, therefore, make further showing satis- 
factory to us that they have secured adequate finances with which 
to prosecute the proposed undertakings before we can finally dispose 
of the pending applications. 


PROPOSED CONSTRUCTION COSTS, OPERATING COSTS, PROPOSED 
RATES AND REVENUES 


Estimated construction costs of the two projects —We believe that 
applicants for certificates of convenience and necessity should show 
that the costs of construction of the facilities which they propose 
are both adequate and reasonable. Public convenience and necessity 
would not be served by the certification of a project where the estimate 
of construction cost, or the funds allotted for that purpose, were 
insufficient to carry the project through to completion. So, too, we 
consider the duties imposed upon us under other sections of the 
Natural Gas Act to prescribe reasonable and lawful rates, and realiz- 
ing that under any accepted theory of rate making and rate regulation, 
rates should be designed to reflect costs, we conclude that the original 
cost of construction—an item which will be reflected in the rate bases 
of the applicants for rate making purposes—must be a reasonable 
cost and expenditure. 

The Kansas Company has estimated that the total ultimate cost 
of constructing the transportation facilities proposed by it will amount 
to $21,470,000. This figure represents the proposed main and tap 
lines, compressor stations, valves, crossings, dehydrator, measuring 
and meter stations, a limited degree of pipe protection, rights-of-way, 
damages to crops and timber, engineering supervision and legal 
expenses, etc. Gathering lines in the gas field are to be constructed 
by the producers therein. The record bears conflicting testimony 
with regard to the adequacy of this estimate. However, upon con- 
sideration of all the evidence and testimony bearing upon this mat- 
ter it would appear that as of the date this estimate was made, pre- 
sented to and discussed before us, it is an adequate and reasonable 
estimate of the cost of constructing the entire transportation facilities 
for which the Kansas Pipe Line & Gas Company seeks a certificate. 
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The total estimated costs for the facilities proposed to be construeted 
by the North Dakota Company is $4,254,300. This figure represents 
the estimated costs of substantially the same items as were recited above 
in connection with the Kansas Company’s estimate, and in addition 
includes an estimated $524,000 as the cost of distribution systems 
which applicant intends to construct if and where needed. Upon 
a review of the testimony and evidence in the record it would appear 
that as of the date this estimate was made, presented to and dis- 
cussed before us, it is an adequate and reasonable estimate of the cost 
of constructing the facilities for which the North Dakota Consum- 
ers Gas Company seeks a certificate. 

If certificates are ultimately issued to either or both of these appli- 
cants and if construction of the proposed facilities by either or both 
of these applicants is finally consummated, we find that the public 
interest will be served by having either or both applicants file with 
us a sworn statement of the actual original cost of construction of 
the facilities so constructed in such detail as may be required. We 
wish to make expressly clear that nothing we have found or will find 
in this opinion shall be construed as an acquiescence by us in the 
determination of cost or valuation of the proposed facilities as may 
be claimed by either or both applicants. 


ESTIMATED OPERATING EXPENSES AND FIXED CHARGES 


There is no substantial conflict in the record with regard to the 
reasonableness of those operating costs which either applicant could 
reasonably estimate. Since no definite financial program has been 
presented to us by either applicant we are unable to make any find- 
ing with regard to, and applicants have made no adequate showing 
of, the reasonableness of anticipated fixed charges or the amount of 
such fixed charges. 

At another portion of this opinion we have indicated that appli- 
cants must make further showing before us with regard to the avail- 
ability or existence of adequate financial resources. At that time 


also applicants shall present to us for our consideration a study of 
fixed charges to be met. 


PROPOSED RATES AND REVENUES 


The last sentence of section 7 (c) of the Natural Gas Act imposes 
a duty upon us with regard to our consideration of the rates proposed 
to be charged by applicants in the territory they propose to serve. 
That portion of section 7 (c) provides: 


*> * * 


In passing on applications for certificates of convenience and neces- 
sity, the Commission shall give due consideration to the applicant’s ability to 
render and maintain adequate service at rates lower than those prevailing in the 
territory to be served, it being the intention of Congress that natural gas shall 
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be sold in interstate commerce for resale for ultimate public consumption for 
domestic, commercial, industrial, or any other use at the lowest possible reason- 
able rate consistent with the maintenance of adequate service in the public 
interest. 


We do not believe that the present state of the record is sufficient 
to enable us to make either the statutory finding or to form a con- 
clusion with regard to the reasonableness of the rates proposed to be 
charged by the applicants. This is particularly so because of the 
inadequacy of the showing made by both applicants with regard to 
the rates proposed to be charged, the comparison of those rates with 
rates exacted by other natural-gas companies whom we have found 
are serving the territories applicants seek to serve, and the feasibility 
of those rates to provide essential revenue. The absence of any evi- 
dence upon the amount of finances available to the applicants and the 
terms and conditions upon which such finances may be made avail- 
able undoubtedly are explanations of the present inadequate state 
of the record on this maiter. 

Accordingly, we make no findings with regard to proposed rates 
or proposed revenues at this time. At such future time as appli- 
cants may present to us evidence with regard to their source of 
finances and the nature, character and extent of their proposed finan- 
cial programs, applicants shall then present to us for our consideration 


proposed schedules of rates to be charged by applicants, comparisons 
of these proposed rates with rates presently charged by those other 
natural-gas companies whom we have found are already serving 
the territories sought to be served by applicants, and estimates of 
revenues to be anticipated under such rates. 


PUBLIC CONVENIENCE AND NECESSITY, THE SHOWING MADE 


In attempting to resolve the question whether present or future 
public convenience and necessity requires or will require the con- 
struction or operation of proposed facilities for the transportation 
or sale of natural gas, we have discussed various factors upon which 
we believe applicants for certificates must make adequate showing 
before we can act favorably upon their applications. These factors 
we consider in the nature of minimum requirements upon which appli- 
cants must make a favorable showing, for we feel that these minimum 
requirements must be met if the public convenience and necessity is 
to be adequately served by the construction or operation of the pro- 
posed facilities. In the absence of any statutory definition of the 
term “public convenience and necessity” we feel that the imposition 
of these minimum standards is entirely reasonable and consonant 
with the Congressional intent in enacting the Natural Gas Act. Cf. 
Federal Radio Commission v. Nelson Bros. Bond & Mortgage Co., 
289 U. S. 266. 
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We are aware that the term “public convenience and necessity” 
is not susceptible of precise definition. Judicial decisions interpreting 
the phrase are in conflict. We believe that any definition of the term 
must fundamentally have reference to the facts and circumstances of 
each given case as it arises. See San Diego & Coronado Ferry Co. v. 
Railroad Commission of California, 292 Pac. 640. 

We do not view the term as meaning indispensably requisite. Rather 
we view the term as meaning a public need or benefit without which 
the public is inconvenienced to the extent of being handicapped in the 
pursuit of business or comfort or both—without which the public 
generally in the area involved is denied to its detriment that which is 
enjoyed by the public of other areas similarly situated. See Chicago, 
Rock Island & Pacific Railroad Company v. State et al., 258 Pac. 874; 
and Abbott v. P. U. C., 136 Atl. 490. We do not construe the phrase to 
mean an absolute necessity but rather a reasonable necessity having 
regard to the convenience of the public in the area involved and its 
welfare. See Wisconsin Telephone Company v. Railroad Commission 
of Wisconsin, 156 N. W. 614; Wabash C. & W. Ry. Co. v. Commerce 
Commission, 141 N. E.212. In determining what is the “public” whose 
convenience and necessity are the subjects of inquiry, we have con- 
ceived of that public as the public which exists in the area or territory 
proposed to be served, not merely the applicants nor those persons 
or towns who believe they would benefit from the proposed construc- 
tion. Cf. Red Star Transportation Company v. Red Dot Coach Lines, 
295 S. W. 419; Choate v. Illinois Commerce Commission, 141 N. E. 12. 

There are no physical facilities for the transportation or sale of 
natural gas presently existing in any of the specific communities pro- 
posed to be served by either applicant. That means that the consum- 
ing public in those communities is deprived of the benefits of that 
natural-gas service which is available to the consuming public located 
in other communities of comparable character. We believe that the 
inconvenience of being without natural-gas service and the benefits 
accruing to the consuming public generally from natural-gas service 
are too well known to require intensive discussion here. See McFay- 
den v. Public Utility Consolidated Corporation, 299 Pac. 671. 
Congress by enacting section 7 (a) of the Natural Gas Act has un- 
questionably recognized this fact for it has given this Commission 
power to compel extensions of natural-gas facilities under certain 
circumstances. We believe that where there is no existing natural- 
gas service the convenience and necessity of the public in that area 
will be served by the introduction of that service providing that those 
who seek to render that service can meet certain minimum standards 
designed to secure such service on a continuous and adequate basis. 
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We have already noted the fact that for that area lying east of 
Bismarck, North Dakota, in central:and eastern North Dakota, the 
North Dakota Railroad Commission has at one time issued certificates 
authorizing the extension of natural-gas service thereto. This fact 
confirms, for a portion of the territory which we are considering, our 
conclusion that natural-gas service therein will serve the convenience 
and necessity of the consuming public in that area. 

The Kansas Company proposes to make natural gas available on 
the Minnesota iron ranges for use in the beneficiation of iron ore and 
in the extraction of high-grade manganese from manganiferous ores. 
There is controverted testimony to the effect that if natural gas is 
introduced on the iron ranges at 15 cents per thousand cubic feet of 
gas, the low fuel costs thus assured would make economically feasible 
the processes above referred to. We do not feel it essential to pass 
upon this proposition finally at this time. For the Kansas Company 
does not propose to render an exclusive service to the iron ranges but 
proposes to render a public service to many communities along its 
proposed route. It does not appear to us that the proposed public 
service to be rendered by the Kansas Company will be jeopardized by 
that company’s providing natural gas for use or experimentation in 
these processes on the iron ranges. 

The coal, labor, and railroad interests who have participated in 
these proceedings have urged that we consider the adverse effects upon 
their interests of the certification of these proposed pipe lines. We 
have already noted that section 7(c) of the Natural Gas Act does 
not give us unlimited jurisdiction over all proposed construction of 
facilities for the transportation of natural gas but that our jurisdiction 
attaches only when the proposed construction is of facilities for the 
transportation of natural gas to a market in which natural gas is 
already being served by another natural-gas company. In the light 
of that restriction on our jurisdiction and having regard to all other 
provisions of the Natural Gas Act, it would appear that Congress 
did not intend this Commission generally to weigh the broad social 
and economic effects of the use of various fuels. Under section 7 (¢) 
of the Act our duty is to safeguard the convenience and necessity of 
the public as it may be affected by proposed extensions or construc- 
tions of facilities for the transportation of natural gas to markets, 
as herein defined, in which natural gas is already being served by 
another natural-gas company. We see nothing in the legislative his- 
tory of the Natural Gas Act to alter our conclusions hereon. 

In making a final determination of the question whether public 
convenience and necessity requires or will require the construction 
and operation of facilities for the transportation or sale of natural 
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gas, we have had regard not only to the reasonable need for natural- 
gas service in the territories proposed to be served, but to the minimum 
requirements which we have set forth and discussed at length in this 
opinion. 

In the instant proceedings applicants have not made satisfactory 
showing on all the minimum requirements. We cannot at this time 
make the required statutory finding that the present or future public 
convenience and necessity requires or will require the construction 
and operation of the facilities for which certificates are sought. Ap- 
plicants must make further showing on the items indicated before we 
can finally consider the issuance of the requested certificates. 


DISPOSITION OF THE APPLICATIONS 


As regards the final disposition of these applications we will require 
further showing by the applicants as follows: 

(1) Both applicants must present to us for our further considera- 
tion firm commitments for securing the finances necessary to ade- 
quately serve the public in their respective territories ; 

(2) Both applicants must present further evidence bearing upon 
the matters of operating expenses and fixed charges; 

(3) Both applicants must present schedules of proposed rates to be 
charged by applicants in the territories to be served, evidence bearing 
upon the reasonableness of such rates, the relation of those rates to 
prospective revenue, and’ the relation of those rates to rates presently 
charged by other natural-gas companies operating in the general area 
or territory affected ; 

(4) The Kansas Pipe Line & Gas Company must present to us 
for our further consideration a firm commitment for the purchase of 
natural gas in the Hugoton gas field in the State of Kansas; 

(5) The North Dakota Consumers Gas Company must present to 
us for our further consideration information, data and evidence con- 
cerning the following: 

(a) The nature and extent of the purported “cooperative” character 
of the applicant; 

(b) Plans for the disposition of the common stock of the applicant; 

(c) Proposed methods and plans of operation and management; 

(d) The exact extent and nature of any control which may be 
exercised over the North Dakota Consumers Gas Company by the 
Montana-Dakota Utilities Company or others; 

(e) The terms and conditions of any “service or management 
contracts” which the applicant has executed or proposes to execute 
with any other person or corporation. 

If the further showing made by the applicant, Kansas Pipe Line & 
Gas Company, on the matters set forth above is satisfactory to us, it 
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is then our intention to authorize the issuance of a certificate of 
public convenience and necessity to the Kansas Pipe Line & Gas Com- 
pany to authorize the construction and operation of facilities for the 
transportation or sale of natural gas as follows: 

From a point in the Hugoton gas field located in the State of 
Kansas through or into the States of Kansas, Nebraska, South Dakota, 
and Minnesota to a point on the Mesabi Iron Range located in the 
State of Minnesota, specifically excluding from such certificate au- 
thorization to construct facilities to or operate facilities in the cities 
of Breckenridge, Fergus Falls, Moorhead, Crookston, and East Grand 
Forks, Minnesota, and the cities of Grand Forks and Fargo, North 
Dakota. 

If the further showing made by the applicant North Dakota Con- 
sumers Gas Company on the matters set forth above is satisfactory to 
us, then it is our intention to authorize the issuance of a certificate 
of public convenience and necessity to the North Dakota Consumers 
Gas Company to authorize the construction and operation of facilities 
for the transportation of natural gas as follows: 

From a point connecting with the existing main line of the Mon- 
tana-Dakota Utilities Company at Mandan, North Dakota, east 
through Fargo, North Dakota, to Moorhead, Minnesota; southward 
from Fargo, North Dakota, to Wahpeton, North Dakota, and Brecken- 
ridge and Fergus Falls, Minnesota; northward from Fargo, North 
Dakota, to Grand Forks, North Dakota, and East Grand Forks, 
Minnesota ; and eastward from a point in Grand Forks County, North 
Dakota, to Crookston, Minnesota. 

In making this proposed disposition of these applications, we have 
been guided by various factors such as the relation of the territory in- 
volved to the proposed sources of supply, the extent of the service pro- 
posed to be rendered by the applicants in the territory involved 
and the adequacy of the capacity of the facilities proposed to be 
constructed. 

The communities which will be served by the North Dakota Com- 
pany under this proposed disposition of the application are reasonably 
near the Baker and Bowdoin gas fields. There is no question but 
that service of natural gas to those communities will augment ac- 
tivity and production in the Baker field immediately and ultimately 
in the Bowdoin field and that the outlet so afforded will provide a 
market for North Dakota and Montana gas which might not other- 
wise arise. The Hugoton field on the other hand now provides natural 
gas for service in many large communities. The controverted com- 
munities which we have mentioned above appear reasonably to be 
within the potential markets of the Baker and Bowdoin fields. 
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The North Dakota Company plans to serve many communities and 
persons along the route of its proposed facilities before reaching the 
termini of its facilities in the controverted towns. In serving these 
points, the Kansas Company does not propose to serve the towns 
situated between Fargo and Bismarck and Fargo and Grand Forks, 
North Dakota. 

The herein proposed disposition of these applications is based upon 
the facts and circumstances presently before us. In arriving at our 
final disposition, we intend to take into consideration any changed’ 
facts and circumstances that may bear upon these proceedings which 
may arise, either as a result of our direction for further showings 
by the applicants, or otherwise. 

Crype L. Seavey. 
Cravpe L. Draper. 
Bast Manty. 
Lewanp O ps. 
Joun W. Scorrt. 





IN THE MATTER OF 
PENNSYLVANIA WATER AND POWER COMPANY 


Investigation to Determine Whether Project Should Be Licensed by the 
Federal Power Commission 


IT-5524 


(Decided November 3, 1939) 
Syllabus 


1. The crucial test of the navigability of a stream is its susceptibility to 
such use as a highway of commerce rather than its actual use. P. 63. 

2. The susceptibility of a stream for navigation can be gathered from evidence 
concerning its physical characteristics by considering (1) the sufficiency 
of the water flow to sustain navigation; (2) the existence of a channel 
more or less continuous, of sufficient width and depth to permit the 
passage of the means of navigation; (3) whether the general slope of 
the river bed, or the velocity of the water, is so great as to render 
the passage of boats impossible; and (4) whether such natural obstruc- 
tions as falls, rapids, and shallows are so numerous or so serious as to 
render navigation impossible. Due weight may be given to expressed 
or implied findings contained in acts of Congress improving the stream 
for navigation and similar. findings of other authoritative governmental 
agencies. The actual existence of pleasure or other noncommercial 
navigation may constitute evidence of the susceptibility of a stream to 
commercial navigation, P. 63. 

. Evidence that a stream is used as an avenue of commerce is conclusive 
of its susceptibility for such use. P. 64. 

. The size of the means of transpertation is not a criterion of navigability 
so long as travel or trade of a substantial and permanent character 
ean be carried on. P. 65. 

. Having been used as an avenue of commerce, the Susquehanna River 
was and remained navigable water of the United States, and its char- 
acier as such was not changed by any subsequent economic or geographic 
developments resulting in commercial disuse of the river for 
navigation. P. 65. 

..The river being a navigable water of the United States, came within 
the constitutional control of Congress, and that control could be 
relinquished only by an express act of Congress. P. 65. 

. Respondent cannot maintain that because it has set up an obstacle to 
continuous interstate transportation, it has therefore taken the stream 
out of the control of Congress. P. 66. 

. The maintenance and operation without a license under the Federal 
Power Act of a project constructed between 1905 and 1909: in a navigable 
water of the United States without authority granted prior te June 10, 
1920, is uniawful. P. 66. 
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9. Held, that the Susquehanna River is navigable water of the United 
States from above the Holtwood project to the mouth of the river, 
and that the order in the case “appropriate, expedient, and in the 
public interest to conserve and utilize the navigation and water-power 
resources of the region” under section 4 (g) is an order requiring 


respondent to apply for a standard form license under the Federal 
Power Act. 


George T. Hambright and Charles Markell for the respondent. 
David W. Robinson, Jr., Willard W. Gatchell, and Nelle L. Ingels 
for the Commission. 


By THe ComMISSION : 


OPINION 


This is a proceeding under section 4 (g)' of the Federal Power Act. 

On September 2, 1938, the Commission issued an order directing 
the Pennsylvania Water and Power Company, hereinafter referred 
to as the respondent, to appear and show cause why appropriate pro- 
ceedings should not be instituted against it for operating and main- 
taining the Holtwood project (a dam and power plant on the 
Susquehanna River, at Holtwood, Pennsylvania, 24.5 miles above its 
mouth) without a license granted pursuant to the Federal Power 
Act. On October 10, 1938, the respondent filed an answer admitting 
that it operates and maintains the Holtwood project for the purpose 
of developing electric power. It denied that the Susquehanna River 
was navigable water of the United States from the Holtwood 
reservoir downstream, and particularly at the site of the project, 
and averred that the Federal Power Commission was without juris- 
diction to institute any proceedings against the respondent. There- 
upon the Commission, on November 1, 1938, issued an order that an 
investigation be instituted to determine the facts and whether an 
order, appropriate, expedient, and in the public interest, should not 
be issued which would conserve and utilize the navigation and water 
power resources of the Susquehanna. 

The issues, based upon the evidence adduced, resolve themselves 
into two main questions: (1) Whether the Susquehanna, at the site 
of the Holtwood project, is navigable water of the United States, 


1 Section 4 of the Federal Power Act provides as follows: 
ane. 4. The Conetasion is poet outhorians and opr 


() Upon its ome motion to. order an cuventiguétens oy any nem of, or othinast 
intention to occupy, for the purpose of developing electric power, public lands, reservations, 
or streams or other bodies of water over which Congress has jurisdiction under its authority 
to regulate commerce with foreign nations and among the several States by any person, 
corporation, state or municipality and to issue such order ag it may find appropriate, ex- 


pedient, and in the public interest to conserve and utilize the navigation and water-power 
resources of the region. 
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and (2) what would constitute an order “appropriate, expedient, and 
in the public interest” in the premises. 


THE SUSQUEHANNA, AT THE SITE OF THE HOLITWOOD PROJECT, IS A 
NAVIGABLE WATER OF THE UNITED STATES 





Section 3 (8), so far as it is pertinent to this case, defines “navigable 
waters” as meaning— 


* * * those parts of streams * * * which either in their natural or 
improved condition notwithstanding interruptions between navigable parts of such 
streams or waters by falls, shallows, or rapids compelling land carriage, are used 
or suitable for use for the transportation of persons or property in inter- 
state commerce, including therein all such interrupting falls, shallows or 
rapids, * * *. 

This Congressional definition of “navigable waters” is a crystallization 
of the definition judicially evolved in interpreting this term as used in 
prior legislation, namely, that rivers are navigable— 

When they are used, or are susceptible of being used, in their ordinary condi- 
tion, as highways of commerce, over which trade and travel are or may be con- 
ducted in the customary modes of trade and travel on water. And they constitute 
navigable waters of the United States within the meaning of the acts of Con- 
gress, in contradistinction from the navigable waters of the States, when they form 
in their ordinary condition by themselves, or by uniting with other waters, 
a continued highway over which commerce is or may be carried on with other 
States or foreign countries in the customary modes in which such commerce is 
conducted by water. The Daniel Ball, 10 Wall. 557, 563. 

The crucial test of the navigability of a stream is its suscepti- 
bility of such use as a highway of commerce, rather than its 
actual use. United States v. Utah, 283 U.S. 64,82. The susceptibility 
of a stream for navigation can be gathered from evidence concerning 
its physical characteristics by considering (1) the sufficiency of the 
water flow to sustain navigation; (2) the existence of a channel more or 
less continuous, of sufficient width and depth to permit the passage of 
the means of navigation; (3) whether the general slope of the river 
bed, or the velocity of the water, is so great as to render the passage of 
boats impossible; and (4) whether such natural obstructions as falls, 
rapids, and shallows are so numerous or so serious as to render naviga- 
tion impossible. The actual existence of pleasure or other noncom- 
mercial navigation may constitute evidence of the susceptibility of a 
stream to commercial navigation. In the consideration of these facts, 
due weight may also be given to such expressed or implied findings as 
may be contained in acts of Congress improving the stream for naviga- 
tion and similar findings of other authoritative governmental agencies. 

There is ample evidence in the record in this case to show that by 
the above standards the Susquehanna River, prior to the construction of 
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the dams, was susceptible to use as an avenue of interstate commerce. 
But the importance of all these facts relating to the susceptibility of a 
stream for use as an avenue of commerce vanishes when there is evidence 
of actual commercial navigation. For if a stream is wsed as an avenue 
of commerce, that, in itself, is conclusive evidence of its susceptibility or 
suitability for such use. 

The evidence of record in this case shows that prior to its improve- 
ment by the construction of a canal which was completed in 1840, the 
lower stretch of the Susquehanna, including the Holtwood site, had 
been used'as an avenue of commerce. For example, Jonathan Wil- 
liam Condy stated in his “Description of the River Susquehanna,” 
published in 1796, that boats 60 to 90 feet long and about 15 feet wide 
carrying as much as 300 barrels of flour descended the Susquehanna in 
the spring. An article read by Albert P. Silver before the Harford 
Historical Society in 1888 relates that in 1797 a flat-bottomed boat 
loaded with flour descended the Juniata River, thence down the Susque- 
hanna and landed safely in Baltimore. Excerpts from the Journal of 
the First Session of the Thirteenth House of Representatives of Penn- 
sylvania shows that in 1802-3, 284 boats passed through the Conewago 
canal. From the proceedings in the General Assembly of Maryland, 
we learn that in 1821, 925 rafts of lumber averaging 25,000 feet, and 
535 arks* loaded with produce descended the Susquehanna to the 
Chesapeake Bay; that the freight was valued at $1,200,000; and that 
on the return trip the boats carried freight valued at about one-tenth 
of this amount. Niles’ Weekly Register tells us that in 1827, 3 arks 
averaging 150 tons loaded with whiskey, pork, etc., left Owego, New 
York, on a Friday, descended the Susquehanna and arrived at Havre 
de Grace on the following Monday. These are isolated illustrations of 
the type and extent of navigation that had taken place on the Susque- 
hanna and that had passed through the lower reaches of the river 
with which we are now concerned. 

Evidence of annual amounts of navigation may be found in the re- 
port of the Chief of Engineers, for 1884, which shows that during 1822, 
388 arks descended past Port Deposit by way of the Susquehanna and 
Tidewater canal, and 99 arks descended by way of the river; that the 
freight carried was valued at $195,750 not including lumber; and that 
the total down trade on the Susquehanna for that year was estimated 
at 11% to 2 million dollars. The same report shows that in 1824, 338 
arks and 509 rafts passed through the canal near the mouth of the 
Susquehanna upstream. Likewise, in 1827, this report shows, property 
to the value of 414 million dollars descended the Susquehanna; that 


1,500 arks arrived at Port Deposit, Maryland, and that some 175,000,000 
feet of lumber were rafted. 


? Boats 90 feet long 16 feet beam, and drawing. when loaded, 5 feet of water. 
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After the completion of the Susquehanna and Tidewater canal in the 
lower stretch of the river, most of the traffic naturally passed through 
the canal, rather than in the river itself. The river itself was used 
mainly for the passage of boats which were too large to go through the 
canal locks, and in those circumstances it was only natural that the 
river be used in stages of high water. It is not necessary, however, 
for a river to be navigable for boats drawing 5 feet of water. Rivers 
have been held to be navigable where the means of transportation were 
rafts and logs, St. Anthony Water Power Company v. St. Paul Water 
Commissioners, 168 U. S. 349, 359, or boats drawing 2 feet of water, 
The Montello, 20 Wall. 430, 441-2. The size of the means of transpor- 
tation is not a criterion of navigability, so long as travel or trade of a 
“substantial and permanent character” can be carried on. Leovy v. 
United States, 177 U.S. 621, 682. Whatever may be the accuracy of 
the figures found in the above statements and reports, it is evident 
that the amount of commercial-navigation on the lower reach of the 
Susquehanna was substantial and permanent, in contradistinction to 
inconsequential or occasional or sporadic. It is not within the experi- 
ence of mankind that millions of dollars worth of freight be 
transported on a stream occasionally or sporadically. 

Having been used as an avenue of commerce, the Susquehanna was 
and remained navigable water of the United States, and its character 
as such was not changed by any subsequent economic or geographic 
developments resulting in a commercial disuse of the river for naviga- 
tion. Arizona v. California, 283 U. S. 423, 453-4. The river came 
within the constitutional control of Congress, and that control could 
be relinquished only by an express act of Congress. Economy Light 
& Power Company v. United States, 256 U. 8. 113, 124. 

We are not unmindful of the fact that in 1904 Secretary of War 
‘l'aft made a finding that the Susquehanna was at that time navigable 
only within the State of Maryland. We think, however, that the 
Secretary of War attributed undue significance to the fact that com- 
mercial navigation on this river between Pennsylvania and Maryland 
became suspended at the beginning of the present century. It is 
significant that Secretary of War Taft had made exactly the same 
ruling in respect of the DesPlaines River when he said that the 
DesPlaines “is not now navigable.” Yet, upon the litigation which 
followed in the Economy Light & Power Company Case, supra, the 
Supreme Court held that the DesPlaines constituted navigable water 
of the United States, despite the fact that there had been no navigation 
on that river for over 100 years. 

Aside from the fact that the river was navigable water of the United 
States prior to the present power developments, and, therefore, re- 
mained a navigable water of the United States, the river in its present 

$24856—43— Vol. 2-—8 
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condition is suitable for transportation of persons or property in 
interstate commerce and, therefore, is navigable water of the United 
States within the meaning of the Federal Power Act. The evidence 
shows that the only obstacle in the way of continuous interstate navi- 
gation, between some place above the Holtwood project in Pennsyl- 
vania and the Conowingo Dam in Maryland, is the Holtwood Dam 
itself. Respondent cannot maintain that because it has constructed 
this dam, and has set up this obstacle to continuous interstate trans- 
portation, it has therefore taken the stream out of the control of 
Congress. Such an argument would fly in the face of the decision in 
the Economy Light & Power Company Case, swpra, and indeed it 
would be anomalous if the constitutional powers of Congress could 
be fettered or diminished by contracts or other acts of private persons. 
The Gold Clause Cases, 294 U. S. 240, 307-11. 

It must, therefore, be concluded that the Susquehanna is navigable 
water of the United States from some place above the Holtwood project. 
to the mouth of the river. This being so, it is unnecessary to make 
findings, or assign any reasons, as to whether the Susquehanna River 
otherwise comes within the regulatory jurisdiction of Congress under 
the Commerce Clause, and as to whether the maintenance or operation 
of the project affects interests of interstate or foreign commerce. 


PUBLIC INTEREST REQUIRES THAT HOLTWOOD PROJECT BE PLACED UNDER 
LICENSE 


The second question is what would constitute an order “appropriate, 
expedient, and in the public interest” to conserve the navigation and 
power resources of the Susquehanna. Section 23 (b) of.the Federal 
Power Act makes it unlawful for any person to construct, maintain 
or operate a dam or other project works in any of the navigable 
waters of the United States except either in accordance with valid 
authority granted prior to June 10, 1920, or in accordance with a 
license granted pursuant to the Federal Power Act. It is not disputed 
that the respondent has constructed the project and is maintaining 
and operating the same without authority granted prior to June 10, 
1920. Therefore, the maintenance and operation of the project with- 
eut a license under the Federal Power Act is unlawful. Whatever 
discretion the Commission might have in the issuance of orders con- 
serving the navigation and power resources of streams in other cases, 
little discretion is left in the Commission in a case of this character, 
for it is “appropriate, expedient and in the public interest” that proj- 
ects not be maintained or operated unlawfully, that is, without a 
license. This is the least the Commission may require as to projects 
maintained on navigable waters. It has been suggested that the Com- 
mission may require that the project be removed or entirely recon- 
structed. There is nothing in the record, however, which would 
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support a conclusion that such an order would be expedient and in 
the public interest in this case. We, therefore, conclude that an ap- 
propriate order in this case is an order requiring the respondent to 
apply for a standard form license under the Act. 


FINDINGS 


Upon consideration of the order to show cause, the return thereto, 
the evidence adduced, and the briefs filed in the above entitled matter, 
the Commission finds as follows: 

(1) The Pennsylvania Water and Power Company, hereinafter re- 
ferred to as the respondent, is a Pennsylvania corporation engaged in 
the business of generating and selling electric energy. 

(2) The respondent owns, maintains and operates a dam, reservoir, 
powerhouse, and other incidental works located on the Susquehanna 
River at Holtwood, Pennsylvania. This project was constructed be- 
tween 1905 and 1909 without the affirmative consent of Congress. The 
respondent possesses no permit, right-of-way or authority for its 
operation and maintenance within the meaning of the Federal Power 
Act. 

(3) The Susquehanna River has its source in Lake Otsego in the 
central part of the State of New York and flows in a general southerly 
direction approximately 400 miles through the States of New York, 
Pennsylvania, and Maryland, where it empties into the Chesapeake 
Bay at the city of Havre de Grace, Maryland. Its drainage area is 
approximately 27,500 square miles. Its principal tributaries are the 
West Branch, 125 miles in length, which discharges its flow into the 
Susquehanna River near Sunbury, Pennsylvania, approximately 118 
miles upstream from its mouth, and Juniata River, which lies west 
of the main river and discharges its flow into the Susquehanna River 
near Dunean’s Island, 85 miles upstream from its mouth. 

(4) There is an average annual flow of water at Holtwood (mile 
24.5) of approximately 35,000 cubic feet per second; in the vicinity 
of Holtwood the river, in its natural condition, was between 600 and 
3,000 feet in width and from 3 to 30 feet in depth ; from the point where 
the Juniata empties into the Susquehanna (at mile 84.6) to the mouth 
of the Susquehanna at Havre de Grace the average slope is 4,02 feet 
per mile; in its natural conditions the obstructions, such as rapids, 

falls and shallows, were not so numerous or so serious as to render 
navigation impossible. These physical characteristics of the Susque- 
hanna River establish its susceptibility for useful interstate navigation. 

(5) The evidence shows that at various times beginning with the 
year 1797 navigation on the Susquehanna had been facilitated through 
the construction of canals whigh paralleled the river. Various sec- 
tions of the canals were constructed at different times under the 
authority of the legislatures of the States of Pennsylvania and 
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Maryland. The Susquehanna and Tilewater ¢anal paralleling the 
lower 45-mile stretch of the Susquehatma was' a about the 
year 1840. 

( 6) Prior to the completion of this:canal, river traffic moved down 
the river channel past McCall’s Ferry, now the site of the Holtwood 
project. The most serious partial obstruction to such traffic was the 
Conewago Falls (at mile 60), but arks and rafts were navigated 
downstream in the river channel for:many years prior to the com- 
pletion in 1797 of the one-mile canal around these’ falls. After the 
Conewago canal was completed, keel boats’ using this one-mile canal 
navigated the river, above and below the canal. 

(7) Many of the arks and keel boats; transporting grain and pro- 
visions of all kinds, started navigation:.at' Wilkes-Barre, Pennsyl- 
vania (mile 173), at Williamsport, Pennsylvania, on the West Branch 
(mile 157), and on the Juniata River, and continued down past the 
present site of the Holtwood project. The annual value of the car- 
goes carried by the rafts, which usually:came down the West Branch, 
sometimes reached $5,000,000.. While: some':of:'this::commerce was 
local, most of it moved down the river to Havre de Grace. 

(8) After the completion of the canal along the ‘lower 45-mile 
stretch, most of the river traffic was conducted -on the canal, except 
that arks which were too wide to pass through the locks were navi- 
gated in the river itself during periods of high water. Cargoes in 
large quantities were transported not only to the mouth of the river, 
but to Baltimore, New York, Wilmington, Philadelphia, and other 
markets. With the advent of the railroads, navigation on this river 
gradually declined, but it nevertheless continued in substantial 
amounts until the beginning of the present century when the canal 
was washed out by floods and was abandoned. 

(9) The construction of the Holtwood project (mile 24.5 to mile 
32) was completed in 1909 prior to the enactment of the Federal 
Water Power Act. Since the Federal Power Commission was cre- 
ated in 1920, it has, in acting on declarations of intention and appli- 
cations for licenses, found the Susquehanna River navigable water 
of the United States at four separate locations, to wit: at the site 
of the Conowingo pool * (mile 9.6 to mile 23.6), at the site of the Safe 
Harbor reservoir * (mile 32 to mile 44), at Clarks Ferry ° (about mile 
80) and at Millersburg ® (about mile 95). ‘The Conowingo and Safe 
Harbor projects have been constructed and are now being maintained 
and operated under licenses issued by this Commission. 


’ Third Annual Report, Federal Power Commission (1923), 161, Fifth Annual Report, 
Federal Power Commission (1925), 75—77. : 
*Tenth Annual Report, Federal Power Commission (1930), 86, 103, 108-9, 233. 
5 Fourfh Annual Report, Federal Power Commission (1924), 99, 
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(10) In its present state the lower 32-mile stretch of the river con- 
sists of the following parts: (a) Thé Holtwood pool extending from 
the Safe Harbor Dam, at mile 32, to the Holtwood Dam, at mile 24.5; 
(b) astretch of 14.9 miles from the Holtwood Dam in Pennsylvania to 
the Conowingo Dam in Maryland at mile 9.6; and (c) a stretch of 9.6 
miles in Maryland from the Conowingo Dam to the mouth of the 
river. 

(a) At its very head, the Holtwood pool has a channel depth of 5 
feet, but at a short distance therefrom, down to the dam, the depth of 
the channel increases rapidly and attains a maximum of about 85 feet. 
Boats, barges, and dredges taking anthracite coal from the river bed, 
now operate on this stretch of the river. 

(6) The interstate stretch: between the Holtwood Dam and the 
Conowingo Dam consists of two pools separated by a short shallow 
place. The first pool immediately below the Holtwood Dam is one mile 
long and has channel depths varying from 30 to 60 feet. The second 
pool, known as the Conowingo pool, is approximately 14 miles long 
and has channel depths varying between 20 and 90 feet. The shallow 
place between the two pools constitutes an interruption between two 
navigable parts. It is the only place in this part of the river which 
would require excavating for about one-quarter of a mile to permit the 
passage of boats drawing 6 to 9 feet of water, or for about one-eighth 
of a mile to permit the passage of boats drawing 2 feet of water, at 
extreme low flow. 

(c) Below the Conowingo Dam, the 9.6-mile stretch may be divided 
into two parts: The first is a stretch of 5 miles between the dam and 
Port Deposit, Maryland, which has channel depths varying between 
5 and 20 feet. There is one short place in this stretch of the river, at 
mile 7, which, though permitting the passage of boats of light draft, 
would require excavatifig in order to permit the passage of boats draw- 
ing 6 to 9 feet of water. It is a matter of common knowledge that 
vessels of heavy draft can and do operate in the second part of this 
9.6-mile stretch, between Port Deposit and Havre de Grace. 

(11) The Holtwood pool is suitable for the transportation of persons 
or property within the State of Pennsylvania. The Pennsylvania- 
Maryland State Line is at approximately mile 15.2. The stretch of the 
river between the Holtwood Dam and the Conowingo Dam is suitable 
for the transportation of persons or property in interstate commerce 
between the States of Pennsylvania and Maryland. The stretch of the 
river below the Conowingo Dam is suitable for the transportation of 
persons or property in interstate commerce from the State of Mary- 
Jand into the Chesapeake Bay and to destinations in other States. The 
only obstruction which now stands in the way of the Holtwood pool 
being part of a navigable stretch which extends into the State of Mary- 
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land is the Holtwood Dam, and the only additional obstruction which 
now stands in the way of the Holtwood pool being part of a navigable 
stretch extending from Pennsylvania beyond the! State of Maryland 
is the Conowingo Dam. The evidence shows, and it is a matter of 
common knowledge, that if locks were constructed in the Holtwood and 
Conowingo dams, navigation could be conducted from the Holtwood 
pool down to and beyond the State of Maryland. 


CoNCLUSION 


The 32-mile stretch of the Susquehanna River below the Safe Har- 
bor Dam is navigable water within the meaning of section 3 (8) of the 
Federal Power Act, and the Holtwood project is located across, along 
and in navigable water of the United States. The maintenance and 
operation of the project without a license is in violation of section 
23 (b) of the Act. The respondent.sheuld, therefore, be required to 
upply for and obtain a license pursuarit to the Act and the Commis- 
sion’s Rules and Regulations. 

An order will be entered accordingly. 


Crype L. Seavey. 
Craupe L. Draper. 
Bastt Man ty. 
Lx.anp Ops. 
Joun W. Scorr. 


Order requiring filing of application for license 
Pennsylvania Water and Power Company 
(IT-5524) 


Upon consideration of the orders previously issued in the above 
entitled matter, the return thereto, the evidence of record, and the 
briefs filed therein, the Commission, having on this date made and 
entered its opinion in this matter, containing its findings of fact and 
conclusions therefrom, which opinion and findings are hereby referred 
to and made a part hereof; 

It is ordered by the Commission in conformity therewith that: 

The Pennsylvania Water and Power Company, the respondent in 
the above entitled matter, shall within 30 days from the date of re- 
ceipt by it of this order file with the Commission an application in 
accordance with the rules of practice and regulations of the Com- 
mission for a license under the Federal Power Act to operate and main- 
tain the Holtwood project; expressly reserving, however, the right in 
the Commission to make such further or supplemental order or orders 
as may be deemed by it advisable or necessary for the enforcement of 
said Act. 





SUSQUEHANNA RIVER 


“——-CAWALS --— DAMS @RIDGES ———RAILROADS 


S UNDER CONSTRUCTION 
(PROJECT ABANDONED) 








IN THE MATTER'OF 


INTERSTATE POWER COMPANY AND ALBANY LIGHTING 
COMPANY 


Investigation of Rates and Charges for the Transmission and Sale of 
Electric Energy 


IT-5485 
(Decided November 17, 1939) 


Syllabus 


1. In a rate proceeding under sections 205 and 206 of the Federal Power 
Act, the books of predecessor companies may be resorted to and the 
excess recorded on the books of the respondent over the recorded values 
of predecessor companies for plant deemed used and useful in the 
respondent’s service eliminated in determining the legitimate cost of the 
property where respondent’s book values contain errors of magnitude, 
are unreliable, are stated at inflated appraised values, included ex- 
cessive inter-company charges, or in some instances included the cost 
of units of plant although they had been actually abandoned or 
retired. P. 76. 

2. Expenditures for labor and material utilized in rebuilding boilers, -stokers, 
turbines, meters, transformers, switchboard equipment, and other simi- 
lar work should be charged to maintenance or other operating expense 
accounts. P. 79. 

3. Portions of property not actually used or useful in rendering service should 
not be included in the rate base. P. 80. 

4. The actual existing depreciation must be deducted in arriving at the rate 
base. P. 81. 

5. There are two aspects to the depreciation problem. The first relates to 
depreciation expense or the annual depreciation charge and the second 
relates to depreciation in the properties at a given time. The two aspects 
or phases should be in agreement, and under proper accounting practice 
under the Commission’s Uniform System of Accounts for Electric Utilities 
and Licensees, the resulting depreciation reserve is a good measure of 
actual depreciation. Where a respondent has not followed satisfactory 
depreciation accounting practices, complete determinations of annual 
depreciation expense and of actual depreciation in the properties are 
necessary. P. 81. 

6. The full period between the dates of rendition of service and the pay- 
ment of bills therefor adopted as the period of lag and the working 
capital required for this period determined to be 45/365 of operating 
cost, other than taxes and depreciation, with adjustment for fuel supply, 
ete., in case of generating plants. P. 85. 

7. The evidence establishes that a rate of return of 6% upon the rate base 
will result in rates that clearly are just, reasonable, and compensatory. 
The evidence included a comprehensive rate of return study showing 
(1) general interest rates and yields, (2) utility interest rates and 
yields, (3) general economic conditions, (4) comparative risk of utilities, 
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and (5) economic factors pertaining to local conditions in the territory 
in which respondent operates. A study of respondent’s reports and 
records indicated that its present financial condition had been caused by 
factors which should not be given consideration in determining reason- 
able rate of return. P. 86, 87. 

. The passing of custody or title to electric energy at intervening points 
without arresting the movement to the destination intended does not 
affect the essential nature of the business as transmission and sale in 
interstate commerce. P. 88. 

. Held, that respondent is a “public utility” within the meaning of section 
201 of the Federal Power Act as the owner and operator of facilities 
employed in “the transmission of electric energy in interstate commerce” 
and “the sale of electric energy at wholesale in interstate commerce.” 
A motion to dismiss for want of jurisdiction is denied. P. 89. 

. Evidence of reproduction cost new is not necessary in the instant case 
before the reasonableness of an existing, or of a proposed, rate may be 
determined. P. 89, 

. The original cost of facilities is good evidence of their value at the time of 
construction, and if it is necessary to determine the present “fair value” 
thereof, such cost wil] continue to measure such value so long as there 
is no change in the level of applicable prices. P. 90. 

. The respondent had the burden of proving thatepresent reproduction cost 
new is higher than the original cost of the facilities involved, and that 
the use of original cost as the basis upon which rates are to be estab- 
lished herein would result in confiscation. P. 91. 

. The Commission takes judicial notice that the period during which most 
of such facilities were constructed (1925-27) was one of relatively 
high prices. P. 91. 

. Respondent’s motion to dismiss because of insufficiency of evidence denied ; 
existing rates and charges held unjust and unreasonable and reduced 


rates and charges directed to be filed by the Commission held just and 
reasonable. 


Joseph R. Harmon for the Interstate Power Company. 
Louis Hoobler for the Albany Lighting Company. 
John C. Kelley for the Commission. 


By tor Commission: 
Opinion 


This proceeding arises under sections 205 and 206 of the Federal 
Power Act.’ 


The relevant parts of sections 205 and 206 of the Federal Power Act pertinent to this 
proceeding are : 

“Sec. 205 (a) All rates and charges made, demanded, or received by any public utility 
for or in connection with the transmission or sale of electric energy subject to the jurisdic- 
tion of the Commission, and all rules and regulations affecting or pertaining to such rates 
or charges shall be just and reasonable, and any such rate or charge that is not just and 
reasonable is hereby declared to be unlawful.” 

“Spc. 206. (a) Whenever the Commission, after a hearing had upon its own motion 
or upon complaint, shall find that any rate, charge, or classification, demanded, observed, 
charged, or collected by any public utility for any transmission or sale subject to the juris- 
diction of the Commission, or that any rule, regulation, practice, or contract affecting such 
rate, charge, or classification is unjust, unreasonable, unduly discriminatory or preferential, 
the Commission shall determine the just and reasonable rate, charge, classification, rule, 


regulation, practice, or contract to be thereafter observed and in force, and shall fix the 
same by order.” 
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On August 14, 1937, the village of Albany, Illinois, filed a complaint, 
docket IT-5484, alleging that the rates for electric energy charged 
and collected by the Albany Lighting Company were excessive, unjust, 
and unreasonable, and prayed that, after investigation, the Com- 
mission establish fair and reasonable rates therefor. Albany Lighting 
Company is a transmission company, purchasing its energy require- 
ments from Interstate Power Company,’ sometimes hereinafter re- 
ferred to as respondent, and resells the energy so purchased to the 
village of Albany. 

On September 7, 1937, in docket IT-5485, the Commission, on its 
own motion, instituted an investigation to determine (1) whether 
the rates and charges made by Interstate Power Company for the 
transmission or sale of electric energy to Albany Lighting Company 
were just and reasonable and (2) whether the rates and charges made 
by Albany Lighting Company to the village of Albany, Lllinois, were 
just and reasonable. <A certified copy of the Commission’s order of 
investigation was duly served on the Respondent, the Interstate Power 
Company, on September 20, 1937. 

Thereafter, on March 28, 1938, a hearing was held upon the matters 
involved in docket IT—5484 and upon the matters involved in docket 
IT-5485, that related to the rates received by Albany Lighting Com- 
pany for the transmission or sale of electric energy to the village of 
Albany. An order upon the issues thus heard was adopted by the 
Commission on July 20, 1938. 

Subsequently, the Commission by order of March 24, 1939, provided 
that a hearing in docket IT-5485 be held on April 26, 1939, at Chicago, 
Illinois, to enable the Commission (1) to determine whether any rate, 
charge, or classification, demanded, observed, charged, or collected 
by Interstate Power Company for or in connection with transmission 
or sale of electric energy to Albany Lighting Company, or any rule, 
regulation, practice, or contract affecting such rate, charge, or classi- 
fication is unjust, unreasonable, unduly discriminatory, or preferential, 
and (2) if the Commission shall find that any such rate, charge, 
classification, rule, regulation, practice, or contract is unjust, unrea- 
sonable, unduly discriminatory, or preferential, to determine and fix 
by appropriate order or orders the just and reasonable rate, charge, 
classification, rule, regulation, practice or contract thereafter to be 
observed and in force. 

On the date set for hearing, the respondent, Interstate Power Com- 
pany, formally appeared by counsel. Immediately following the 
opening of the hearing, counsel for the Commission served upon 
counsel for said respondent copies of each of the reports and other 


documents thereafter introduced into the record as exhibits in this 
matter. 


* The correct corporate name is Interstate Power Company (Delaware). 
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The evidence offered of record by members of the Commission’s staff 
consists of oral testimony of four witnesses and forty-nine exhibits. 
These exhibits include among others, a comprehensive report of an 
audit of the books and records of said respondent and its affiliates 
prepared by Commission accountants; charts describing the units of 
property in the Dubuque generating station, the Clinton generating 
station, the Dubuque-Clinton transmission line and the distribution 
system used in rendering service to Albany Lighting Company; esti- 
mates of the original cost thereof; depreciation studies; studies of 
comparative rates; and a comprehensive study on rate of return. Cer- 
tain reports and tariffs, filed by respondent, with the Commission, were 
also introduced and made a part of the record by reference and 
incorporation. 

Upon the conclusion of the direct testimony of each of the witnesses 
for the Commission, counsel for the respondent, Interstate Power 
Company, requested the right to postpone cross-examination wntil a 
later time to afford him an opportunity to examine the exhibits and 
consider the direct testimony submitted in connection with them. In 
each instance his request was granted by the trial examiner. 

Upon the conclusion of the Commission’s evidence, counsel for the 
said respondent moved for a recess for a period of at least thirty days 
to prepare cross-examination and complete the preparation of the 
affirmative case of the respondent. This motion was granted by the 
trial examiner and the hearing was, on April 27, 1939, continued to 
May 29, 1939, at Chicago, Tllinois. 

On May 19, 1939, said respondent filed a request for a further delay 
and postponement of the hearing for an additional sixty days or until 
July 31, 1939, which request was denied by the Commission and a 
copy of such order of denial served upon the respondent on May 
22, 1939. 

When the hearing of this matter was reconvened on May 29, 1939, 
counsel for said respondent stated that he was unprepared to proceed 
with any cross-examination of the Commission’s witnesses, or with the 
presentation of any affirmative evidence. He thereupon moved to dis- 
miss these proceedings and rested said respondent’s case on such motion 
without cross-examination of any of the witnesses who had testified in 
behalf of the Commission, although such witnesses were present in 
the hearing room and were available for such purpose. The respondent 
wholly failed to present any affirmative evidence. Therefore, the 
evidence, as presented by members of the Commission’s staff, stands 
unimpeached and uncontradicted. It constitutes the only evidence 
of record in this proceeding. 

The trial examiner afforded counsel for respondent and counsel 
for the Commission the opportunity of filing briefs. By letter dated 
June 6, 1939, the respondent’s counsel informed the trial examiner 
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that respondent did not care to file a brief. A brief was filed by counsel 
for the Commission on June 26, 1939, and duly served upon the re- 
spondent on June 28, 1939. 


FACILITIES USED AND USEFUL 


The Interstate Power Company was incorporated under the general 
corporation laws of the State of Delaware on April 18, 1925, and was 
organized to succeed the Interstate Power Company of Wisconsin 
in that portion of the latter’s territory, located in Iowa and adjacent 
thereto. It is both an operating company and a holding company 
controlling Interstate Power Company of Wisconsin, East Dubuque 
Electric Company, Interstate Power Company of Nebraska, Interstate 
Fower Company of North Dakota, and Eastern Iowa Electric Com- 
pany. Respondent is a wholly owned subsidiary of Utilities Power 
and Light Corporation. 

Respondent’s system extends into several states and is generally 
interconnected. Energy emanating from points outside the State 
of Iowa is introduced into the Dubuque station, one of the facilities 
serving Albany Lighting Company. Such incoming energy is re- 
ceived through facilities permanently and regularly used for such 
purposes. 

The point of connection of respondent’s system with the system of 
Albany Lighting Company is at a point in Clinton, Iowa, about 3.8 
miles southwest of the respondent’s Clinton generating plant. This 
point is at the end of a 2,300-volt distribution circuit, also employed 
by the respondent in the distribution of electrie energy in the city 
of Clinton, Iowa. 

The property used and useful in part in rendering service to 
Albany Lighting Company consists of (1) the generating facilities 
located at Dubuque, (2) the Dubuque substation and transmission 
line running from Dubuque to the generating station of the company 
located some 54 miles south of Dubuque at Clinton, (3) the generating 
facilities at Clinton, and (4) certain distribution facilities originating 
at the Clinton plant and interconnecting with the facilities of Albany 
Lighting Company. The facilities above described under normal 
operations are fully adequate to render the service required by 
Albany Lighting Company. However, these facilities are not used 
exclusively in rendering this service. 


COST, OF USED AND USEFUL FACILITIES 


A staff engineer made a detailed study, including a field inspection 
of the above described used and useful properties. A staff accountant 
made an investigation of the books and records of respondent and of 
certain of the records of its affiliates. 
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The staff accountant’s investigation of the records of the respondent 
and its predecessor companies discloses that. the Dubuque electric 
properties, consisting of the generating plant and other properties, 
were purchased from the Dubuque Electric Company on October 1, 
1924, and the Clinton generating plant and distribution system were 
purchased from the Clinton Gas and Electric Company on May 1, 
1925. The Dubuque-Clinton transmission line was constructed during 
1925 and 1926. 

The amounts reflected in the books of account of respondent for 
plant deemed used and useful in whole or in part in rendering service 
to Albany Lighting Company contain errors of magnitude, and are 
wholly unreliable. Thus, among other things, the property accounts 
were stated at inflated appraised values and include excessive inter- 
company charges, the cost of many units of plant remained in the 
property accounts although the units actually had been abandoned or 
retired. Accordingly, it was necessary to resort to the books of the 
predecessor companies to obtain the basis of the legitimate cost of 
the property. 

For the purpose of this proceeding, the amounts reflected on the 
books of the predecessor companies less computed retirements, plus 
the cost of additions and new construction, form the basis of the 
accountant’s determinations of the original cost of all facilities except 
the distribution line in Clinton. The original cost of this latter 
facility was determined separately, and hereafter is more fully de- 
scribed. The staff engineer made an independent computation of 
the original cost of the property at date of acquisition, and retire- 
ments subsequent thereto.* Six general classes of adjustments were 
necessary, which are described, along with summaries of their effects. 
In the record they were described in detail, and supported by compre- 
hensive exhibits and descriptive oral testimony. 


ADJUSTMENTS TO BOOK COSTS 


1. The first of these adjustments is the elimination of the excess 
recorded on the books of the respondent over the recorded, values of 
predecessor companies. This adjustment applies to the facilities at 


® However, his approach to the problem was from a different angle than the accountant’s. 
From the appraisals of the Dubuque and Clinton properties at date of acquisition, herein- 
after referred to, he identified and determined the reproduction cost new as of appraisal 
date of the items of property involved. To these values there had been added, before the 
entries relating thereto were recorded in the records of the respondent, certain overhead 
expenses. The book figures which were used by the accountant and the appraisal figures 
used by the engineer differed, therefore, to the extent of this overhead factor and in reducing 
such book values and appraised values to original cost a different factor was employed by 
each. The engineer, utilizing the net additions of property subsequent to acquisition deter- 
mined by the accountant, made a determination of original cost as of December 31, 1937. 
The cost determinations of the engineer, despite this difference of approach, disagree with 
the accountant’s determinations by only $239.44. 
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the Dubuque generating station and the Clinton generating and 
distributing facilities. Pp 

The properties acquired from the Dubuque Electric Company and 
the Clinton Gas and Electric Company were appraised by engineers 
of Utilities Power and Light Corporation. The properties so ac- 
quired were then recorded on the books of respondent on the basis 
of these appraisals, in each instance at values considerably greater 
than the values at which the same property had been recorded on the 
books of the acquired companies. In each instance it was found that 
errors had been made in the functional classification of property, and 
adjustments were made to correct these errors. 

The property: acquired‘ from the Dubuque Electric Company had 
been recorded on the books of Dubuque Electric Company at $4,819,- 
900.18. This property was recorded on the books of respondent at 
$6,983,140.65. Erroneously included in this total was the property 
of a street railway company, acquired by Utilities Power and Light 
Corporation at the same date the Dubuque property was acquired, in 
the amount of $148,823.27. Taking into consideration this correction, 
the excess at which the property was recorded in respondent’s books 
over the recorded cost of the same property on the books of the 
Dubuque Electric Company was $2,014,417.20, or 29.475% of 
respondent’s recorded values. 

It was also necessary to make adjustments to correct errors made 
in the classification of property as between generation and distri- 
bution. Taking into consideration these changes, the recorded value 
of the generating portion of the Dubuque property (which is the only 
portion of the property acquired from the Dubuque Electric Company 
found to be used and useful for service to Albany Lighting Company) 
was $2,041,191.97. Applying the increment factor of 29.475% to the 
recorded value of generating plant property, fixes the excess at 
$601,642.04. 

The property acquired from Clinton Gas and Electric Company 
had been recorded on the books of Clinton Gas and Electric Company 
at $1,090,481.95. Following the appraisal aforesaid, the same property 
was recorded on the books of respondent at $1,883,562.00, or $793,080.05 
in excess of the recorded values of the same property on the books of 
the acquired company. This represents 42.105%, of respondent’s re- 
corded amount in respect to the properties. In recording this amount 
by functional classification it was found that $115,276.66 had been 
improperly charged to generation and distribution property, which 
should have been charged to other electric property. These corrections 
result in a total valuation on respondent’s books of generating and 
‘distribution facilities, used and useful in part, rendering service to 
Albany Lighting Company, of $1,581,512.20. Applying to this total 


78 FEDERAL POWER COMMISSION 


the increment factor of 42.105% fixes the excess at $665,895.71, of which 
$426,655.58 applies to generating facility property and $239,240.13 
applies to distribution facility property. 

2. The books of respondent revealed that retirements of property 
had been improperly recorded or not recorded at all. To properly 
record retirements, adjustments were made (a) to eliminate recorded 
retirements not related to used and useful facilities, (6) to imelude 
property actually abandoned or retired, but never so recorded, and (c) 
to correct the amounts at which certain retirements were recorded. 
The application of these adjustments results in a restatement of the 
proper retirements at original cost except that it includes the appraisal 
increments in properties acquired by purchase. The portion of such 
increments was determined by the proper adjustments of applicable 
retirements and subtracted to determine original cost of all retire- 
ments. The net adjustment represents the difference between said 
original cost and the amounts as recorded on the books. A summary 
of the computation thereof is shown in the following table: 


Dubuque Clinton Clinton 
generating | generating! distribu- Total 
plant nei tion system 


Book value of property withdrawn from service_____|!$1, 326, 449. 24 |$162, 936.83 | $46,731.30 | $1, 536, 
Appraisal increment included in book value..___- -- 391,990.46 | 70,742.87 | 19, 676.35 
Original cost of property retired _- 934, 458.78 | 92, 193.96 27, 054. 95 

bap ts valet recorded on books of account for retired 


320, 738.00 | 46,462.95 | 46, 731.30 
613,720.78 | 45, 731. 01 | (19, 676, 35) 


3. An analysis of the records of the parent company, Utilities 
Power and Light Corporation, revealed that practically afl construc- 
tion work was performed for respondent through a wholly owned 
subsidiary of the parent company during the period 1925 to 1935. 
During the period 1925 to 1927 the Dubuque steam generating plant 
was rebuilt, the Dubuque transmission line was constructed new, 
alterations and changes were made in the Clinton generating plant, 
and the Clinton distribution. system was rehabilitated. Bills were 
rendered to the respondent on the basis of cost to the construction 
company plus overheads approximating 5% of direct costs, and in 
addition thereto, each billing included variable sums ranging from 
15% to 35%, purportedly representing holding company general 
office and overhead expenses plus amounts labeled profits. There 
was no evidence, either in the billing or in the accounts, that the 
variable overheads for holding company general office and overhead 
expenses were related to the construction for which the bills were 
rendered. The profits were clearly inflated charges. There is: no 
evidence presented which justified the inclusion of any of these 
amounts in the construction cost to the facilities involved. The 
charges for holding company and general office expenses and profits 





i 


i al al 


INTERSTATE POWER COMPANY ET AL. 


were eliminated. This elimination does not affect the 5% over- 
heads on direct costs. A summary of these eliminations is as follows: 


Amount 





Facility | 
General | 


expenses Profit 





P | 
Dubuque plant os. cheacpacduconth ae 40 | $767, 748. 96 | 
Clinton plant , 16, 862. 84 | 93, 152. 86 
Dubuque-Clinten transmission line Steed 52,035. 09 210, 624. 71 


659. 80 
Clinton distribution system : ‘ 26,774.90 | 148, 025. 78 


174 900. 68 
1, 440, 818. 54 
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4, Analysis of the charges for interest during construction revealed 
that the charges were inconsistent and were not applied to proper 
construction periods. The staff accountant made an examination 
of construction records and computed the interest during construc- 
tion at a rate of 6% over the proper construction periods and upon 
proper construction costs. A summary of the corrected interest 
charges during construction and the resulting adjustment appears in 
the following table: 


Amount 








Dubuque plant. 

Clinton plant 

Dubuque-Clinton transmission line 
Clinton distribution system_ 


161, 694. 65 


5. The examination of construction costs revealed errors in the 
classification of accounts which resulted, in some instances, in over- 
charges to the property accounts and an understatement in operating 
expense accounts. Expenditures for labor and material utilized in 
rebuilding boilers, stokers, turbines, meters, transformers, switch- 
board equipment, and other similar work were charged to plant, but 
should have been charged to maintenance or other operating expense 


accounts. A summary of these adjustments appears in the following 
table: 


Amount 


Other depart-| 


Maintenance ments 


Total 


| 





$17,073.75 | $40,090.,76 | 

113, 634. 31 | 9, 715. 04 
3, 103.92 | 7, 

195, 987. 42 


320, 790.40 | 107, 438. 88 | 
! 


Dubuque plant. - 
Clinton plant__-. ea 
Dubuque-Clinton transmission line 

Clinton distribution system 


Facility = 
| 
toe 
| 
} 
' 
| 
| 
| 
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6. The examination of holding company expenses revealed that 
arbitrary charges for salaries, traveling expenses and other items had 
been included in blanket work orders which found their way into 
electric-plant account. The records of the parent company gave 
no indication of the construction to which such expenditures were 
related, or the reason for including them in electric plant. In some 
instances such items were charged to property accounts, even when 
no construction work was being done. Therefore, it is necessary to 
eliminate from the property accounts all such charges-which are not 
directly supported as relating to construction. A summary of these 
eliminations is as follows: 

Facility : 
Dubuque plant $21, 819. 23 
Clinton plant 19, 566. 95 


Clinton distribution system 31, 076. 57 
Dubuque-Clinton transmission line 


75, 448. 39 


In addition to the above-stated six classes of adjustments, the field 
study of the staff engineer revealed that certain portions of the prop- 
erty within the accounts of the four facilities herein found used and 
useful, were not actually used in rendering service to Albany Light- 
ing Company and elimination of nonused and useful property was 


required. These eliminations and their bases are fully explained in 
and supported by the record. The following is a summary of the 
facilities considered but which were allocated to uses other than 
service to Albany Lighting Company: 


Facility : 
Dubuque steam plant $228, 350. 00 
Clinton steam plant 26, 685. 82 
Dubuque-Clinton transmission line 62, 226. 98 


317, 262. 80 


However, a different niethod was found necessary to determine 
the original cost of the distribution facilities used in rendering 
service to Albany Lighting Company. The distribution line from 
the Clinton generating station to the point of delivery of service to 
Albany Lighting Company presented special problems because it 
carries many taps supplying energy to other consumers, and the poles 
carry the line supporting numerous other circuits, and also telephone 
cable. It is impossible to segregate these facilities from the plant 
accounts of the respondent. The staff engineer, therefore, made an 
itemized inventory and priced the property. His methods and de- 
terminations are fully explained in the record. His conclusion is 
that the original cost undepreciated of the property used and useful 
in rendering service to Albany Lighting Company, and properly 
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allocable to such service, is $1,689. This figure will be used -here- 
after as the original cost of the distribution facilities. 

The total undepreciated original cost of all facilities used and 
useful in part is $4,201,655.03. A summary of adjustments and the 
undepreciated cost by facilities is set forth in the following table: 


Electric generating plants, | pancmission| Distribu- 
steam li 


ne, on 
Ph tthe eee ee Dubuque system, 
Dubuque Clinton to Clinton linton 









RR WE Feb d ak bb stile cas ectid $5, 404, 079. 22 |$1, 415,491.21 | $958, 618.95 | ! $1, 689.00 


cin sikaetosatceoooaat>-becheoktes 2, 210, 335. 71 721, 579. 49 $20, 045.35 |............ 
ne a eo ead 3,193, 743.51 | 693,911.72 | 629,573.60 1, 689.00 
Less amount: Allocated to other property --..--.-- 228, 350. 00 










26, 685. 82 62, 226.98 |-.------.-.. 


Undepreciated: Original cost_.--........---.--.-. 2, 965, 393. 51 667, 225. 90 567, 346. 62 





1 Estimated original cost, see preceding page. 


DEPRECIATION 





The cost shown on the preceding table represent costs new without 
deductions of actual legitimate depreciation in the properties. The 
actual existing depreciation must be deducted in arriving at the rate 
base. Minnesota Rate Cases, 230 U. S. 352. There are two aspects 
to the depreciation problem. The first relates to depreciation ex- 
pense or the annual depreciation charge (Knowville v. Water Com- 
pany, 212 U. S. 1) and the second relates to depreciation in the 
properties at any giventime. Minnesota Rate Cases, supra. The two 
aspects or phases, however, should be in agreement. As stated by 
the Special Committee on Depreciation of the National Association 
of Railroad and Utilities Commissioners (Report to 1938 Annual 
Convention), “The same factors that cause annual depreciation also 
cause depreciation to be deducted from the property in determining 
the rate base.” 

The definition of depreciation in the Commission’s Uniform Sys- 
tem of Accounts for Electric Utilities and Licensees is as follows: 

“Depreciation,” as applied to depreciable electric plant, means the loss in 
service value not restored by current maintenance, incurred in connection with 
the consumption or prospective retirement of electric plant in the course of 
service from causes which are known to be in current operation and against 
which the utility is not protected by insurance. Among the causes to be given 
consideration are wear and tear, decay, action of the elements, inadequacy, 
obsolescence, changes in the art, changes in demand and requirements of public 
authorities. 
The Commission is of the opinion that where proper depreciation 
accounting practices, in accordance with the provisions of its account- 
ing system, have been observed throughout the life of the property, 
the resulting depreciation reserve is a good measure of actual de- 
preciation in the properties. 
324886—43— Vol. 29 
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‘The Interstate Power Company’s »ooks and records reveal that 
the company has not followed satisfactory depreciation accounting 
practices. In fact, quite the contrary is true. It was testified it 
was necessary to ignore the company’s books in this matter because of 
their very unsatisfactory condition and because of the haphazard 
practices of the company in the past in respect to the subject of 
depreciation. 

Accordingly, complete determinations of annual depreciation ex- 
pense and of actual depreciation in the properties were necessary. 

The staff engineer made a thorough field examination of all the 
facilities of the respondent used and useful in rendering the service 
under consideration. He made studies to determine the physical 
conditions of the property, the age and probable future life thereof, 
and all other factors which must be taken into consideration in pass- 
ing upon the two phases of depreciation hertofore mentioned. After 
making the studies indicated, the staff engineer estimated the service 
lives of the various classes of property and such estimates were used 
in computing annual depreciation expense. The annual depreciation 
rate applicable to the Dubuque and Clinton generating stations was 
determined to be 3.225%, of the Dubuque-Clinton transmission line, 
2.77% and the portion of the Clinton distributing facilities allocable 
to the Albany Lighting Company, $75 a year. 

Utilizing the determinations of the engineer, the accountant ap- 
plied the above annual rates to the cost of the property involved by 
years for the year subsequent to the acquisition thereof and thus 
determined the amounts which should have been credited to the 
depreciation reserve account. Taking into consideration the retire- 
ments of property, the proper reserves which should exist were then 
computed. 

The staff engineer, who had thoroughly studied the properties and 
who had wide knowledge of similar properties, testified that the ac- 
tual depreciation, considering all factors thereof, in the properties 
was as great as that indicated by the revised reserve. Thus the two 
methods employed are in agreement as to results. Depreciation ex- 
pense and depreciation in the properties are harmonized. 

The following table shows the cost, depreciation, and depreciated 
cost of the properties used to serve the Albany Lighting Company: 





Electric generating plants, 3 . 
t Transmis Distribu 


sion line, tion 
Dubuque system, 
Dubuque Clinton 


Undepreciated original cost , 225. $567, 346.62 | $1,689.00 | $4, 201, 655. 03 
Less accrued depreciation 709, 782. . 113, 936. 74 1, 159, 865. 78 


Depreciated original cost , 686. 5 1,081.00 | 3,041, 789. 25 








wy 
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OPERATING EXPENSES 


The operating expense accounts of respondent are subdivided by’ 
districts and the accounts pertaining to the facilities herein con- 
sidered are in the Dubuque and Clinton districts. The accountant’s 
examination with respect to direct costs of generation, transmission, 
and distribution, was confined to those allocated to these districts. 

The accountant made an investigation of all expenses for the month 
of July 1937, and of general expenses and taxes for the year 1937. 
It was found that the accounting practices for the month of July 
were in proper compliance with the system of accounts and a spot 
check revealed that the method of recording during the balance of 
the year was substantially the same as the month of July. 

No exception was taken by the staff to the propriety of recorded’ 
direct costs of operation of the Dubuque plant ($419,950.53), or of the 
Clinton plant ($58,741.77). In the foregoing figures there is included ' 
$1,326.88, constituting items disallowed as proper cost of additions 
and betterments during 1937, but allowed as proper expenses. 

Likewise, no exception was directed to the propriety of charges 
for direct cost of operating and maintaining all transmission lines in 
the Dubuque and Clinton districts. To such charges appearing on 
the books there was added $676.64, representing operating costs erro- 
neously charged to transmission construction during 1937, resulting 
in a total of $18,316.26 for direct operating and maintenance costs 
of the transmission lines in these two districts. The portion of this 
expense allocable to the Dubuque-Clinton transmission line was de- 
termined on the basis of the ratio of the pole miles thereof to the 
total transmission line pole miles in these two districts. The 53.75 
pole miles in this line represent 23.492 percent of the total 228.8 pole 
miles. On the basis of this ratio the direct operating and mainte- 
nance costs for the Dubuque-Clinton transmission line were found to 
be $4,302.88. 

The amount charged to operation and maintenance of the Clinton 
distribution system amounting to $14,958.57 was accepted except that 
an adjustment was made thereto for the difference between pole 
rentals paid and pole rentals received during the year, resulting in 
a deduction of $645.50 from that amount. Operating and mainte- 
nance expenses were allocated to that portion of the system devoted 
to the service of Albany Lighting Company on the basis of the ratio 
between the undepreciated original cost of the latter ($1,689): and 
that of the entire system ($584,759.87) ,* or 0.29 percent, before the 
deduction above described. From the amount resulting from such 


‘This amount is the original cost of the Clinton distribution property determined by the 
accountant. 
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allocation ($43.88) there was deducted $12.23 deemed applicable to 
services for which pole rentals were received, leaving a balance of 
$31.15. 

Of the expenditures for general administrative expenses, totalling 
$351,769.86 for respondent’s entire system, $56,572.11 (16.08 percent 
of the total) was assigned by the company’s accountants to the Du- 
buque district and $36,919.84 (10.49 percent of the total) was assigned 
to the Clinton district. The Commission’s accountants found, how- 
ever, that of the aggregate of these amounts, $20,480.28 was not 
related to the operations of these districts and this sum was therefore 
excluded from general expenses. The balance, $73,011.67, was ac- 
cepted as correct. This amount was allocated to generation, trans- 
mission, distribution, and other functional divisions on the basis of 


the direct operating cost of each such division, with the following 
result : 


Transmis- | Distribution | — Other 


Dubuque district $22, 944. 06 $1, 799. 62 $18, 
Clinton district ‘ 4, 572. 30 $6, 132. 47 10, 768. 11 


The general expense of the transmission system was further pro- 
rated on the same basis (pole mile) as the direct expense, which 
results in an allocation to the Dubuque-Clinton line of $1,496.89 
(23.492 percent of total, swpra). The Clinton distribution general 
expense likewise was allocated on the same basis as was the direct 
expense (0.29 percent), resulting in a distribution thereto of $17.78. 

No accruals or payments had been made of taxes of a general nature. 
The taxes that had been paid could be assigned directly to individual 
properties, The taxes applicable to the pertinent facilities for the 
year 1937 are as follows: 

Generation : 

Dubuque plant 

Clinton plant 14, 122. 86 
Transmission : 


Dubuque-Clinton line 
Distribution : 


Clinton system_ 12, 459. 25 


87, 986. 46 

The portion of Clinton distribution system taxes allocable to the serv- 
ice under consideration was computed on the basis of the original cost 
of distribution properties (0.29 percent) and found to be $36.13. 

Depreciation expense for the year ended December 31, 1937, except 
for that portion of the Clinton distribution system allocated to the 
service under consideration, the amount of which was determined and 
fixed separately by the staff engineer, was computed at separate rates 
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for each class of property arrived at in the manner described herein- 
before. The results are set forth in the following table: 


Dubuque generating station 
Clinton generating station 
Dubuque-Clinton transmission line. 
Clinton distribution system 


A summary of operating expenses and related kilowatt-hours of 
utilization of the pertinent facilities for the year 1937 is as follows: 


Operating expenses and related kilowatt-hours of utilization of pertinent 
facilities ~ 


Direct | General 


Annual de- 
expenses Taxes Total 


expenses preciation 


Generation by steam power: 
Dubuque plant $419, 950. 53 | $22,944.06 | $60, 590.50 | $92,748.00 | $596, 233.00 
Clinton plant..........................| 58,741.77 8,588.47 | 14,122.86 | 20,489.00 | 101,942.10 


Cost of generation 31, 532.53 | 74,713.36 | 113,237.00 | 608,175.19 
Kilowatt-hours of utilization..__........... 
Transmission: 


Dubuque district 1, 799. 62 
Clinton district 11, 150. 20 4, 572, 30 


District totals 18,316.26 | 6,371.92 
Portion allocated other property 14, 013. 38 4, 875. 03 


4, 302. 88 1, 496. 89 


Kilowatt-hours of utilization 
Distribution: 
City of Clinton... _. 
Less pole rental—Net 


Net total 14, 313. 07 


Portion allocated to Albany Lighting Co-__| 31.15 , $ 
Kilowatt-hours of utilization 3 1 103, 470 











————eaeSeeS=_—— OOO“ SS Sa» SS Se Soom: 
Total expenses , . 75, 563. 34 | 125, 521.00 | $717, 157.87 


1 Kilowatt-hours. 


Due to the nature of the services rendered to Albany Lighting Com- 
pany, the expense of meter reading, billing, accounting, and collection 
costs in connection with the service here considered are so small that 
they. need not here be taken into account. Twelve dollars per annum 
would be sufficient to cover this expense.° 


WORKING CAPITAL 


Electric energy furnished by the company during the current month 
is billed to the customer as of the first of the succeeding month with 
a fifteen-day discount period. The full period between the dates 
of rendition of service and the payment was adopted as the period 
of lag and the working capital required for this period (exclusive of 
fuel and other supplies) was determined to be 45/365 of operating 
costs, other than taxes which in this case do not require initial outlays 
of capital and depreciation which is a noncash expense. 


* This amount was not included in the calculations of the accountant, but it was taken 
into account in arriving at the unit cost of energy deliveries. 
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To the working capital so computed for generating plants there was 
added amounts sufficient to provide a six weeks’ supply of fuel and a 
provision for the cost of necessary materials and supplies. 

The working capital so determined is as follows: 

Dubuque generating plant 

Clinton generating plant 

Dubuque-Clinton transmission line 
Distribution service to Albany Lighting Co 


RATE OF RETURN 

The record includes a comprehensive rate of return study. This 
evidence includes a volume of some seventy pages, consisting of 
charts and supporting schedules; shows (1) general interest rates and 
yields, (2) utility interest rates and yields, (3) general economic 
conditions, (4) comparative risk of utilities, and (5) economic factors 
“pertaining to local conditions in the territory in which respondent 
operates. Testimony was submitted in explanation of this data and 
to certain conclusions with respect thereto. 

This evidence clearly establishes the marked stability of earnings 
of utility corporations as compared with those of railroads and indus- 
trial corporations. With few relatively unimportant exceptions, the 
yields on bonds and interest rates are lower than they have been 
at any time since 1920. Moody’s Bond Yield Averages, based on 
bonds of one hundred and twenty domestic corporations, composite 
and according to ratings, shows the present yield on bonds of the 
lowest rating set out therein (BAA) to be slightly over 5%, with 
those of the highest rating (AAA) yielding about 3%. The interest 
rate on 4—6 months commercial paper is at about 1.2% and on 60-90- 
day time loans about 0.7%. Moody’s Bond Yield Averages, by 
groups, shows the average yield on public utility bonds to be about 
3.6% while those of the lowest rating (BAA) are yielding about 
4.6%. The average price of new capital, represented by industrial, 
railroad and utility bonds (Moody’s and “F. P. C. Compilation Elec- 
tric Operating Companies”) stands at abcut 3.5%, the last having 
dropped from about 7.34% in 1921. The Federal Reserve Bank, 
Chicago, rediscount rate has dropped from 6% to 114% since 1920 
and is now at the lowest point since 1918. Prevailing rates charged 
customers by banks in eight cities, including Chicago, is about 3.4%, 
and in New York City 2.28%. 

The index of electric energy output (1926—100%) shows that for 
1938 the United States stood at 157, west-north central States at 164 
and the State of Iowa at 158. 

Yields on most recent (1935, 1936, 1937, and 1938) issues of Iowa 
electric utilities range between 3.79% and 5.60%, and at, material 
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reductions from previous similar issues. The cost of money to issuing 
companies, and the yields to the public on preferred stocks sold during 
the years 1935 to 1938 averaged for the former 4.50%, 4.77%, 4.78%, 
and 5.04%, and for the latter 4.38%, 4.62%, 4.63% and 4.85% 
respectively. 

A study of respondent’s reports and records indicates that its 
present financial condition had been caused by factors which should 
not be given consideration in determining a reasonable rate of return 
to respondent, 

The evidence establishes that a rate of return of 6% upon the rate 
base herein adopted will result in rates that clearly are just, reason- 
able, and compensatory to the respondent and just and reasonable 
to Albany Lighting Company. 


COST OF SERVICE TO ALBANY LIGHTING COMPANY 


The unit cost of generation, transmission, and distribution of the 
electric energy sold to Albany Lighting Company, on the basis of 
operating expenses, and including a return of 6 percent on the 
respondent’s investment in the facilities involved, plus working 
capital, all of which appear of record and are set out as follows 
(figures rounded to nearest dollar) : 


Net kilowatt-hours 


Operating expenses and return oninvestment} Amount 
Unit cost 
bution (mills) 


Production— Dubuque and Clinton plants: 
Direct operating expense 
sara expense 


Direct operating expense 
General expense 

Taxes_ 

Depreciation 

Return (6 percent of $454,136) 


Transmission subtotal 
Total production and transmission - . .. 
Distribution—Commercial circuit No. 3: 


Transfer from transmission 
®“owatt-hour losses 


103, 470 13. 7431 
2996 


- 1740 
: 3479 
"7248 


Return (6 percent of $1,087) = 
Distribution subtotal . 103, 470 2. 1745 

, 1160 

—_ 

103, 470 16. 0336 
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MOTION TO DISMISS FOR WANT OF JURISDICTION 


Counsel for respondent moved to dismiss the proceedings for the 
reason that Interstate Power Company was not subject to the juris- 
diction of the Commission. The evidence shows that the operations 
of the respondent involve the exportation and sale and the importation 
and purchase of electric energy across state lines. Jurisdiction over 
the respondent as a public utility depends upon the ownership or oper- 
ation of facilities employed in “the transmission of electric energy 
in interstate commerce” and “the sale of electric energy at wholesale 
in interstate commerce.” An examination of the record discloses that 
both of these factual conditions exist. Therefore, the Interstate Power 
Company clearly is a public utility within the meaning of the Federal 
Power Act and under the jurisdiction of this Commission. 

The record further indicates that the system of the respondent 
spreads into several States and is interconnected. The facilities so tied 
together are regularly used in the sale of electric energy to the public. 
These facilities permit, in the regular course of business, energy origi- 
nating outside of the State of Iowa to be introduced into Dubuque gen- 
erating station. An exhibit prepared by a member of the Commis- 
sion’s staff and introduced in evidence clearly indicates that energy 
was received from time to time over a period of years. Such an intro- 
duction of energy in the normal course of business indicates conclu- 
sively a dedication of such facilities to interstate uses.® 

Sale of energy by respondent, Interstate Power Company, to Albany 
Lighting Company, is unquestionably a sale at wholesale, and in 
our opinion under these circumstances is a sale in interstate commerce. 
When the respondent puts electric energy into the transmission line 
of Albany Lighting Company at the point of interconnection of their 
facilities, there is begun a continuous transportation thereof from the 
place of generation in the State of Iowa to the actual consumer in the 
State of Illinois. The passing of custody or title at intervening points 
without arresting the movement to the destination intended does not 
affect the essential nature of the business. Peoples Gas Company v. 
Public Service Commission, 270 U. S. 550, 554; Fast Ohio Gas Com- 
pany v. Tax Commission, 283 U.S. 465, 470. 

The sale of electric energy by the respondent to Albany Lighting 
Company is a sale at wholesale of electric energy in interstate com- 

* This does not mean, however, that such facilities must be deemed used and useful prop- 
erty for the purpose of fixing just and reasonable rates. The testimony reveals that the 
Dubuque and Clinton generating stations are sufficient to supply all of the needs of Albany 
Lighting Company. If, in the ordinary course of business, the Interstate Power Company 
deems it advisable to inter-tie such facilities and to introduce therein energy generated out- 
side the State of Iowa, such service is interstate commerce. For the purpose of determin- 
ing just and reasonable rates, however, only such facilities as are reasonably necessary to 


furnish the service in question in the normal course of operations need be considered as 
used and useful property. 
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merce as defined in section 201 of the Federal Power Act, and the 
respondent is engaged in the transmission and sale of electric energy 
in interstate commerce. The voluntary filing by the respondent of its 
rate schedule to Albany Lighting Company further confirms these con- 
clusions of Commission jurisdiction. 

The sale of electric energy herein involved, the facilities employed 
therein, and the respondent company, are subject to the provisions of 
sections 205 and 206 of the Federal Power Act and to the jurisdiction 
of this Commission.. Therefore, the respondent Interstate Power Com- 
pany’s motion to dismiss for want of jurisdiction is denied. 


MOTION TO DISMISS FOR INSUFFICIENCY OF THE RECORD 


Counsel for the respondent moved to dismiss the proceedings because 
the record as submitted by the staff was insufficient to permit any order 
fixing just and reasonable rates. It was contended that the burden 
of proof is on counsel for the Commission to show that the rates 
charged by the respondent are not just and reasonable; that counsel 
for the Commission has presented for the record no proof of repro- 
duction cost new of the properties devoted to the service of Albany 
Lighting Company ; that the Commission had, by reason of its refusal 
of respondent’s application for a further continuance herein, deprived 
the respondent of the right, and made it impossible for it to present 
such evidence; that in the absence of such evidence there is not before 
this Commission substantial evidence as to the justness and reason- 
ableness of the respondent’s present rates and there is, therefore, insufli- 
cient evidence upon which any new rate may be prescribed. 

There is no evidence of record of the reproduction cost new of the 
facilities involved. No basis, however, can be found for the conten- 
tion that such evidence is necessary before the reasonableness of an 
existing, or of a proposed, rate may be determined by this Com- 
mission. 

In Railroad Commission of California v. Pacifie Gas Co., 302 U. S. 
388, the case came to the Supreme Court of the United States on 
appeal from a decree of the District Court, permanently enjoining an 
order of the California Commission fixing rates to be charged for 
gas. The lower court’s decision rested solely upon denial of due 
process of law in that the commission had prescribed the rates in 
question without taking into consideration the cost of reproduction 
new. The Supreme Court held that the action of the commission 
did not deprive the company of its constitutional rights. 

In its opinion the court said (p. 393) : 

* * * When the rate-making agency of the State gives a fair hearing, 
receives and considers the competent evidence that is offered, affords oppor- 
tunity through evidence and argument to challenge the result, and makes its 
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determination upon evidence and not arbitrarily, the requirements of procedural 
due process are met, and the question that remains for this court, or a lower 
Federal court, is not as to the mere correctness of the method and reasoning 


adopted by the caeeeting agency but whether the rates it fixes will result in 
confiscation. 


The court said further that (p. 398) : 


Nor did the ruling with respect to the weight of evidence as to reproduction 
cost leave the Commission without evidence of the value of respondent’s property. 
We have frequently held that historical cost is admissible evidence of value. 
For example, in the Los Angeles case we said that “no one would question that 
the reasonable cost of an efficient public utilities system is good evidence of its 
value at the time of construction” and that “such actual cost will continue fairly 
well to measure the amount to be attributed to the physical elements of the 
property so long as there is no change in the level of applicable prices,” * * *. 
And we added that “When such a change in the price level has occurred, actual 
experience in the construction and development of the property, especially ex- 
perience in a recent period, may be an important check upon extravagant esti- 
mates.” * * * While the court has frequently declared that “in order to 
determine present value, the cost of reproducing the property is a relevant 
fact which should have appropriate consideration,’ we have been careful to 
point out that: “the court has not decided that the cost of reproduction furnishes 
an exclusive test” and in that relation we have “emphasized the danger in rest- 
ing conclusions upon estimates of a conjectural character.” * * * And in 
the Los Angeles case, with the evidence before us which had been taken by the 
Commission and by the District Court, we held that on that evidence it did not 
appear to be “unfair to the company, in fixing rates for the future, to take the 
historical cost as found by the commission as evidence of the value of the 
companies structural property at the time of the rate order.” * * * In the 
instant case we cannot say that the Commission in taking historical cost as 
the rate base was making a finding without evidence and therefore arbitrary. 


And further (p. 401) : 


There is a further contention as to the burden of proof. But the applicable 
rule is clear. Respondent is in a federal court complaining of the constitutional 
invalidity of state made rates and Respondent is held to the burden of showing 
that invalidity by convincing proof. 


In Los Angeles Gas & Electric Co. v. R. R. Commission, 289 U. S. 287, 
304, the court said: 


* * * ‘We do not sit as a board of revision, but to enforce constitutional 


rights * * *, * * * but the judicial function does not go beyond the 
decision of the constitutional question. That question is whether the rates as 
fixed are confiscatory. And upon that question the complainant has the burden 
of proof and the court may not interfere with the exercise of the State’s authority 
unless confiscation is clearly established. 

See also San Diego Land Town Co. v. Jasper, 187 U. S. 439. 

The original cost of the facilities considered herein is good evidence 
of their value at the time of construction, and that, if it is necessary 
to determine the present “fair value” thereof, such cost will continue 
to measure such value so long as there is no change in the level of 
applicable prices. McCardle v. Indianapolis Water Co., 272 U. S. 
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400, 410. If present reproduction costs new do not differ from such 
original costs, no advantage would-be gained by encumbering the 
record with evidence with respect thereto. If present reproduction 
costs are lower than the original costs, the evidence thereof would be of 
no benefit to the respondent. If it was the contention of counsel for 
the respondent that present reproduction costs new are higher than 
the original costs of the facilities involved, and that the use of the 
latter as the basis upon which rates are to be established herein would 
result in confiscation, the burden of proof that such would be the result 
was clearly upon the respondent. Respondent offered no evidence to 
indicate or suggest that the original cost of the facilities considered 
herein is not’ good evidence of their fair value or that there had been 
a change in the level of applicable prices that would reflect a different 
rate base. Full opportunity was given respondent to introduce 
evidence and it refused to do so. 

However, if it were necessary or desirable for the determination of a 
fair and equitable base for the rates herein considered, to compare 
original costs with present reconstruction costs in order to determine 
which is the higher, the Commission takes judicial notice that the 
period during which most of such facilities were constructed (1925-27) 
was one of relatively high prices. Evidence in the record pertain- 
ing to the rate of return demonstrates that lower cost levels exist 
today than during the period referred to above. 

Examination of the record discloses that the respondent has been 
afforded a fair hearing and that all constitutional requirements in 
that respect have been fully met. The record contains ample evidence ‘ 
for the determination of the reasonableness of the rates now charged 
by the respondent for service of electric energy to the Albany Lighting 
Company, and to establish a fair and reasonable base therefor and rate 
thereon. Therefore, respondent’s motion to dismiss because of the 
insufficiency of the evidence must be denied. 


FInpIncGs 


Upon consideration of the orders, the evidence adduced, and the 
brief filed in the above entitled matter, the Commission finds as 
follows: 

1. Interstate Power Company (Delaware) is a corporation organ- 
ized and existing under the laws of the State of Delaware, and is 
rendering electric public utility service in the State of Iowa and in 
the territory adjacent thereto. 

2. Interstate Power Company (Delaware) sells and delivers electric 
energy to Albany Lighting Company, at a point within, the State 
of Iowa, which is, in turn, sold at wholesale, and transmitted and 
delivered by the latter to the village of Albany, Illinois, for ultimate 
distribution to and consumption by the public therein. 
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8. The sale of such energy by Interstate Power Company (Dela- 
ware) to Albany Lighting Company is a sale of electric energy at 
wholesale in interstate commerce within the meaning of the provisions 
of the Federal Power Act and Interstate Power Company (Delaware) 
is also otherwise engaged in the transmission and sale of electric 
energy in interstate commerce as defined therein. 

4. Interstate Power Company (Delaware), the facilities thereof 
employed in the transmission and sale of electric energy to Albany 
Lighting Company and the rates charged therefor are within the 
jurisdiction of the Commission as provided by the Federal Power Act. 

5. The facilities of Interstate Power Company (Delaware), used 
and useful in part for rendering service to Albany Lighting Company, 
include (1) the generating facility located in Dubuque; (2) the 
Dubuque substation and the transmission line running from Dubuque 
to the generating station at Clinton; (3) the generating plant at 
Clinton ; and (4) the distribution facilities from the Clinton generating 
plant to the point of service to Albany Lighting Company. 

6. The original cost, as determined in this proceeding, less accrued 
depreciation of the facilities used and useful in part in rendering 
service to Albany Lighting Company in 1937 was $3,041,789.25 made 
up of (1) Dubuque generating plant, $2,255,611.51; (2) Clinton gen- 
erating plant, $331,686.86; (3) Dubuque-Clinton transmission line, 
$453,409.88; and (4) the distribution facilities in Clinton (after final 
allocation), $1,081. 

7. The working capital necessary for operating the facilities above 
named in 1937 was $130,552.24. 

8. The record herein contains sufficient evidence upon which this 
Commission may determine the reasonableness and justness of the rates 
charged by Interstate Power Company (Delaware), and to determine 
and fix a just and reasonable rate for the sale of electric energy to the 
Albany Lighting Company. 

9. The cost of 103,470 kilowatt-hours sold by Interstate Power 
Company (Delaware) to Albany Lighting Company during the year 
1937, inclusive of operating expenses, a rate of return of 6% 
upon the rate base herein determined, and taking into consideration 
allowance for line losses, amounts to $1,659, which sum this Commis- 
sion finds would constitute a just and reasonable charge. 

10. The sum of the charges collected by Interstate Power Company 
(Delaware) for services rendered to Albany Lighting Company during 
1937 was $2,695.94. 

11. On the basis of our determination of the cost of rendering 
service to Albany Lighting Company aforesaid, hereinbefore found, 
the rates and charges collected by Interstate Power Company (Dela- 
ware) from Albany Lighting Company in 1937 were $1,037 in excess 
of just and reasonable rates and charges for such service. 
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12. The rates and charges collected by Interstate Power Company 
(Delaware) from Albany Lighting Company aforesaid were unjust 
and unreasonable. 

13. The reduced rates and charges directed to be filed by the order 
entered herewith are just and reasonable. 

An appropriate order of the Commission will be entered in accord- 
ance with this opinion and findings. 


Cryps L. Seavey. 
LzxLanp OLps. 
Joun W. Scort. 


We concur in result only. 


Craupe L. Draper. 
Bast, Manty. 


Order requiring filing of schedule of reduced rates 
Interstate Power Company and Albany Lighting Company 
(IT-5485) 


Upon consideration of the orders previously issued in the above 
entitled matter, the evidence of record, and the brief filed therein, 
the Commission, having on this date made and entered its opinion 
in this matter, containing its findings of fact and conclusions there- 
from, which opinion and findings are hereby referred to and made 
a part hereof; 

It is ordered by the Commission that: 

(1) Motion by respondent, Interstate Power Company (Dela- 
ware), to dismiss for want of jurisdiction in this Commission be 
and the same is denied; 

(2) Motion by respondent, Interstate Power Company (Dela- 
ware), to dismiss for want of sufficient evidence of record be and 
the same is denied ; 

(3) Interstate Power Company (Delaware) file with the Com- 
mission not later than December 20, 1939, and effective as to all bills 
regularly rendered on or after January 1, 1940, a new schedule 
of reduced rates and charges for the sales and delivery of electric 
energy to Albany Lighting Company to supersede Interstate Power 
Company FPC tariff Number 1 and designed to yield annual gross 
revenue of $1,659.00 on the basis of the sales and delivery of 103,470 
kilowatt-hours per year ; 

(4) On and after January 1, 1940, the respondent, Interstate 
Power Company (Delaware), shall cease and desist from levying 
rates and collecting charges in excess of those prescribed in para- 
graph (3) hereinabove. 





IN THE MATTER OF 
THE NEVADA-CALIFORNIA ELECTRIC CORPORATION 
Denial of Application for Authority to Issue Securities 
IT-5581 
(Decided December 22, 1939) 


Syllabus 


1. Where a public utility proposes to issue 8-percent noncumulative pre- 
ferred shares and 6-percent cumulative preferred shares in place of 
outstanding 7 percent cumulative preferred shares, under the circum- 
stances of the instant case, the Commission will not approve the issu- 
ance of the 8-percent preferred shares, even though the position of the 
company would be unchanged or bettered, as such authorization would 
be misleading and tend to create confusion as to the justifiable rate 
of return on such a security and its authorization under present cir- 
cumstances would not be compatible with the public interest. P. 95. 

2. A transaction involving a change in preferred stock dividend rights, 
accomplished by amendment of the articles of incorporation and by sub- 
sequent overprinting of a legend stating the changes on outstanding 
share certificates, constitutes an issue of securities within the purview 
of section 204 of the Federal Power Act. P. 98. 

8. The legislative history of section 204 of the Federal Power Act is de- 
rived from section 20(a) of the Interstate Commerce Act, and in- 
terpretation by the Interstate Commerce Commission of the meaning 
of the language of section 20(a) of the Interstate Commerce Act, to 
include within the meaning of “issue any securities” a change in divi- 
dend rights on preferred stock, is persuasive as to the intent of Con- 
gress that the language in section 204(a) was to be similarly 
interpreted. P. 99. 

The present proposed issues of preferred stock would be in exchange 
for preferred stock purportedly “issued” in March 1989 and coming 
within the meaning of section 204 of the Federal Power Act requiring 
prior authorization from the Commission for issuance. Such prior 
authorization was not obtained. Therefore, the Commission is not em- 
powered now to authorize an issue of securities within the scope of 
the act. To grant such an application as the instant one would be to 
authorize the issuance of new securities in exchange for illegally 
issued securities, thereby in effect indirectly ratifying what there is 
no power under the act to authorize directly. P. 100, 

The denial of the present application does not deny the applicant 
the opportunity to accomplish, in a proper way, an improvement ‘jin its 
financial structure. 


D. L. King for the applicant. 
Howard E. Wahrenbrock for the Commission. 
94 
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By THe Commission : 


By the order this day entered in the above entitled matter, denying 
the application of The Nevada-California Electric Corporation for 
an order authorizing the issuance of 6% cumulative dividend pre- 
ferred shares and 8% noncumulative dividend preferred shares and 
the issuance of split-up shares of common stock and reduction of the 
aggregate par value of common stock outstanding, all proposed to 
be issued in exchange for outstanding shares, the Commission is not 
denying the company the opportunity to accomplish, in a proper way, 
an improvement in its financial structure. 

As indicated in the application, the improvement in its financial 
structure which the company seeks to accomplish by the change in 
its preferred stock is desired in order to provide a somewhat greater 
assurance of ability to secure funds to meet long-term obligations 
maturing in 1941; the reduction in the aggregate par value of the 
common stock is desired to make possible a credit to capital surplus 
account against which an “acquisition adjustment” account can be, 
written off as and when required by this Commission. However, 
the Commission is of the opinion that the particular way chosen by 
the company to accomplish its purposes must be held objectionable 
for two reasons: First, because it would place in the market an 8% 
preferred dividend share; second, because the requested authorization 
would in effect ratify a previous security issue for which no authoriza- 
tion by this Commission was obtained as required by the Act and 
which is now not legally susceptible to direct authorization by 
this Commission. 

The company desires to issue, in place of its formerly outstanding 
7% cumulative dividend preferred shares, half as much in aggregate 
par value amount of 6% cumulative dividend preferred shares, and 
the other half, of 8% noncumulative dividend preferred shares. 
Under the new shares, the company’s aggregate annual dividend re- 
quirements, if earned, would remain the same as formerly, but if not 
earned, would accumulate at the rate of only $3 per $100 aggregate 
amount of par value of preferred shares, instead of $7 yearly. 

Notwithstanding the fact that the company’s position would be 
either unchanged or bettered, we believe that the issuance of the pro- 
posed 8% preferred shares, with the approval of this Commission, 
would be misleading and would tend to create confusion as to the 
justifiable rate of return on such a security. Under present conditions 
we are of the belief that authorization of an 8% preferred stock is 
not compatible with the public interest. 

The second,objection requires for its understanding a reference 
to a prior transaction which is in reality an integral part of the 
method by which the company has proposed to accomplish its present 
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objective. When the company projected its proposed ehange from 
7% cumulative preferred dividend shares to half 6% cumulative 
and half 8% noncumulative, it divided the proposed procedure into 
two transactions. The substantive change in dividend rights it. pur- 
ported to accomplish by an amendment of its articles of incorpora- 
tion at a stockholders meeting March 20, 1939, and the subsequent 
over-printing of a legend stating the changes on outstanding share 
certificates. Thereby the dividend right on each $100 preferred share 
was to be changed from a $7 cumulative preferred..dividend to a 
$3 cumulative preferred dividend plus a $4 noncumulative preferred 
dividend. That transaction, which may be referred to as the March 
transaction, was not submitted to this Commission for authoriza- 
tion. The second transaction, which we will refer to as the October 
transaction, is that for which authorization is now sought, and con- 
sists of the change in the form of the shares evidencing the substantive 
rights as purportedly changed by the March transaction. This was 
proposed to be accomplished pursuant to a further amendment of 
*the articles of incorporation at a stockholders meeting October 17, 
1939. By the October transaction it is proposed to exchange for 
each $100 share having the $3 cumulative and $4 noncumulative pre- 
ferred dividend rights, two $50 shares, one carrying a 6% cumulative 
preferred dividend right, the other an 8% noncumulative preferred 
dividend right. 

The practical effect of the procedure adopted is that the important 
substantive aspect of the proposed change has purportedly been 
accomplished, and confronted with that fait accompli the Commis- 
sion is asked now to approve a change in the form of the shares in 
which that substantive change shall hereafter be clothed. In making 
this statement we do not wish to be understood as imputing to 
the company any motive or intention of deliberately seeking to 
withhold the substance of the transaction from our consideration 
in violation or evasion of statutory requirements. The proper inter- 
pretation of the requirements of the Act may not have ‘been free 
from the possibility of differing views by persons striving in good 
faith to comply with the provisions of the Act. We wish to. be 
understood as merely speaking of the practical effect of what hag 
been done, wholly apart from any question of motive or intention. 

We have found that the effectuation of the March transaction 
would constitute an issue of securities within the purview of section 
204. That determination follows naturally from a previous decision 
of this Commission. In the order adopted June 27, 1939, Jn the 
Matter of Otter Tail Power Company, docket No. IT-5533, 1 F. 
P. C. 818, we found that a change of shares from no part to $1 par 
value and the concurrent split of four for one shares constituted an 
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issue of securities within the meaning of section 204. In that,case 
the applicant company had amended its articles of incorporation 
to authorize the changed shares of stock and had added to its articies 
of incorporation a paragraph providing in effect that each share 
without par value “outstanding immediately prior to the effective 
date of this amendment shall by virtue of this amendment be and 
become four * * * shares of the par value of one dollar ($1.00) 
each.” The applicant there proposed to issue certificates represent- 
ing the shares “created by the * * * amendment” dated as of 
the effective date of the amendment, after the matter of authorization 
by this Commission had been disposed of. It asked this Commission 
to determine that the proposed transaction was not an issue of 
securities but if the Commission found that it was, to authorize such 
issue. The Commission refused the ‘first request, finding that the 
proposed transaction would constitute an issue of securities within 
the meaning of section 204, and issued its order conditionally 
authorizing the issue. 

We are of the opinion that the present applicant’s March transac- 
tion is not to be distinguished from that case, as the applicant con- 
tends it should be. In that transaction the company’s articles of in- 
corporation were amended March 20, 1939, to authorize the changed 
preferred stock by limiting the right to 7% cumulative dividends 


“only to and including the 31st day of March, 1939,” and adding the 
provision : 


From and after the 3ist day of March, 1939, the owners and holders of the 
preferred shares of stock shall be entitled to receive, when and as declared from | 
the surplus or net profits of the corporation, dividends at the rate of 3 percentum 
(8%) per annum, which shall be cumulative, and shall be payable before any 
dividends on the common stock shall be paid or set apart, so that if, in any year, 
dividends as last above defined, shall not have been paid upon the preferred 
stock, the deficiency shall be payable before any dividend shall be paid upon, or 
set apart for the common stock. In addition thereto, from and after the 31st 
day of March, 1939, the owners and holders of the preferred shares of stock shall 
be entitled to receive, when and as declared, from the surplus or net profits of 
the corporation, dividends at the rate of 4 percentum (4%) per annum, which 
shall be payable before any dividend shall be paid upon or set apart for the 
common stock, but shall not be cumulative, so that if, in any year, dividends as 
last above defined, shall not have been declared upon the preferred stock, then 
the right of the owners and holders to the whole or portion of said noncumulative 
dividends which shall have been undeclared in such year shall cease. * * * 


In notifying its stockholders of the adoption of that amendment 
under date of March 27, 1939, the corporation advised them: 


All holders of preferred and common stock are requested to send their stock 
certificates to the transfer agent, The International Trust Company, Denver, 
Colorado, for the purpose of having printed thereon the changes effected by the 
above-mentioned amendment. 


324886--43— Vol. 2——-10 
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Clearly the mere difference that in the Otter Tail Power Company 
case new share certificates were to be issued while in the March trans- 
action the old share certificates were to be over-printed with a legend 
showing the changed rights, is no ground for distinguishing the cases. 
Equally clearly, to our way of thinking, the fact that the Otter Tail 
Power Company case involved a stock split-up and change from no 
par to par value stock while the March transaction involved a change 
in dividend rights only, affords no sufficient basis for distinguishing 
the latter as being exempt from the provisions of section 204. 

Even more clearly insufficient is the other distinction attempted to be 
drawn by the present applicant between the March transaction and the 
_ October transaction which it is not denied is an issue of securities. 
The amendment of the articles of incorporation in October authorized 
the shares of stock as proposed to be changed and then provided: 

Upon the effective date hereof, the shares of the respective classes of stock 
theretofore issued and then outstanding shall, automatically, be converted into 
shares of the respective classes of stock hereby authorized * * *; from and 
after the effective date hereof, the shares of all the respective classes of stock 


which were authorized prior to the effective date hereof, both issued and 
unissued, shall be void. 


It also appears that the officers of the corporation were authorized to 
issue and deliver to stockholders share certificates evidencing the rights 


of the stockholders in accordance with such amendment, and to receive, 
cancel and retire certificates of stock theretofore issued and outstand- 
ing. The foregoing statement is sufficient, we believe, to show that 
the October transaction cannot be distinguished from the March 
transaction so far as the applicability of section 204 is concerned. 

Rejecting, then, both of the attempted distinctions, it remains only 
to be considered whether our position in the Otter Tail Power Company 
case should be adhered to. 

Applicant, in its memorandum brief, submitted October 14, 1939, 
argues that “issue any security” as used in section 204 of the Federal 
Power Act (Title IT of the Public Utility Act of 1935) must be given 
the same’meaning as “issue * * * any security” in section 6(a) 
(1) of the Public Utility Holding Company Act of 1935 (Title I of 
the Public Utility Act of 1935), because the two questions are in pari 
materia, Pointing out that while the provisions of section 6(a) (1) 
are used in conjunction with the provision in 6(a)(2) relating to 
the “exercise (of) any privilege or right to alter the priorities, prefer- 
ences, voting power, or other rights of the holders of an outstanding 
security” no corresponding language is found in the Federal Power 
Act, applicant argues that transactions within the scope of the lan- 
guage used in 6(a) (2) must be regarded as excluded from the mean- 
ing of the language of section 6(a)(1) ‘and the corresponding 
language of section 204. 
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In our opinion the specific enumeration in 6(a) (2) should not be 
construed as restricting or qualifying the meaning of the more general 
language in section 204. If we look to the legislative history of 
section 204 we find that in the report of the Senate Committee on the 
bill containing the section which afterward became the law in question 
(S. Rep. No. 621, 74th Cong., 1st sess., p. 50) it was stated: 

The section follows section 20a of the Interstate Commerce Act in defining the 


conditions under which authorization is to be given, the Commission’s power 
to issue orders and the duty of the public utilities to comply with such orders 


s ¢ & 

A comparative reading of section 204(a) of the Federal Power 
Act and paragraph 2 of section 20a of the Interstate Commerce Act 
shows how very closely indeed the Congress followed the language 
of the earlier act in framing section 204 (a). At the time it did so, 
the language “issue any securities” used in section 20a had been clearly 
interpreted by the Interstate Commerce Commission to include a 
change in dividend rights on preferred stock. See J/ncrease in Dividend 
Rate on Preferred Stock by The Virginia Railway, 72 I. C. C. (Fin.) 
473, decided August 23, 1922. In that case The Virginian Railway 
Company proposed to increase the dividend rate on its outstanding 
preferred stock from 5 to 6%. The Commission mentioned that “the 
applicant proposes to procure the necessary amendment to its charter, 
and to evidence the increase by indorsement upon certificate No. 38 
which represents all of the 279,550 shares of preferred stock now out- 
standing” and said: “We are of the opinion that the increase in the 
dividend rate on the preferred stock, in the manner specified, is a mat- 
ter within our jurisdiction under paragraph 2 of section 20a of the 
Interstate Commerce Act. * * *” Upon familiar grounds of 
statutory construction we regard this interpretation by the Interstate 
Commerce Commission of the meaning of the language of section 20a 
persuasive as to the intent of Congress that the similar language in 
section 204 (a) was to be similarly interpreted. Accordingly, we have 
held that the change in dividend rights as of March 31, 1939, would 
be an issue of securities for which the authorization of this Com- 
mission is required by section 204 (a) of the Federal Power Act. 

Such authorization not having been obtained before the purported 
effectuation of the issue, this Commission’s authorization for that 
issue cannot now be obtained. The section is explicit in its pro- 
vision that no security can be issued within its terms “unless and 
until, and then only to the extent that, upon application by the public 
utility, the Commission by order authorizes such issue or assumption 
of liability.” This language makes it clear that the Commission is 
not empowered to authorize an issue of securities within the scope 
of the section if the issue has purportedly been effectuated. The 
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necessity for this Commission’s consideration of security issues be- 
fore they have been accomplished if the Act is to be successfully 
administered is, we believe, obvious. But to grant the present appli- 
cation would be to authorize the issuance of new securities in exchange 
for the illegally issued (and therefore void or voidable) securities 
purported to have been issued heretofore, thereby in effect indirectly 
ratifying what we have no power under the Act to directly authorize. 
This seems to us sufficient in itself to require that the present 
application be denied. 

Although it is a question of State law not now before this Com- 
mission, the amendment of the applicant’s articles of incorporation 
by its stockholders’ action of March 20, 1939, would appear to be sus- 
ceptible to the interpretation that it constituted authorization for 
the issuance of the shares of preferred stock having the changed 
dividend rights, which authorization continues to be valid and effec- 
tive regardless of the illegal and void or voidable way in which the 
issuance of such shares pursuant thereto has heretofore purported 
to be effectuated, and that such purported effectuation can now be 
treated as either null and void, or as merely voidable, as the case 
may be, under State law and, if merely voidable, can now be canceled 
or otherwise avoided, and, thereafter, upon authorization of this Com- 
mission first duly procured, the issue of preferred shares with changed 
dividend rights as authorized by the amendment of the articles of 
incorporation can then be validly effectuated. At the same time, or 
subsequently thereto, the company may be able to propose a further 
change or new method for the issuance of forms of preferred shares 
which will be satisfactory to it and will not be subject to the objection 
pointed out by the Commission’s finding number (7) in the order 
this day adopted. 

The company should note, however, that further remedial meas- 
ures should be considered than have thus far been proposed, for the 
improvement of its financial condition. 

In the first place, the proportion of fixed income securities to the 
company’s total capitalization will still be excessive. As a result 
of this fact and the further fact that the interest rates, and the pre- 
ferred dividend rates on such securities will still be relatively high, 
the burden which they impose on the company’s net income must tend 
to restrict the possibility of favorable financing in the future. It may 
be that after a thorough canvassing of the situation, preferred stock- 
holders who are also holders of common stock might find it to be 
in their interests to agree to accept in exchange for their preferred 
shareholdings, shares of a new issue of common stock. It has been 
noted that as of December 31, 1938, the twenty largest stockholders 
of the corporation held 72,310 of the outstanding 85,883 shares of 
common and 60,327 of the 114,612 shares of preferred stock. 
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In the second place, the operating expenses of the corporation 
increased markedly during 1936, 1937, and 1938, reaching levels, on a 
unit basis, considerably higher than those of other electric utilities 
of generally similar characteristics. Certain increases appear to have 
been of a temporary nature and some downward readjustment of 
expenses may, therefore, be expected. While still further reductions 
in such expenses may be rendered difficult by specific operating con- 
ditions, constructive consideration of the subject might establish a 
basis for considerable improvement in net income, thereby assuring 
more favorable circumstances for future refunding operations. 

An appropriate order of the Commission will be entered in 
accordance with this opinion. 
Cryve L. SzAvey. 
Cravupe L. Draper. 
Bast Manty. 
Lxianp Oxps. 
Joun W. Scorr. 


Order denying application for an order authorizing issuance of stock 
The Nevada-California Electric Corporation 
(IT-5581) 


Upon the application filed July 31, 1939, and supplement thereto 
filed October 26, 1939, by The Nevada-California Electric Corpora- 
tion, hereinafter referred to as the applicant, of Riverside, California, 
for an order pursuant to section 204 of the Federal Power Act 
authorizing the issuance of stock as follows: 


114,612 $50 par value, 6% cumulative dividend preferred shares; 
114,612 $50 par value, 8% noncumulative dividend preferred 
shares; 


171,766 $5 par value common shares; 


all to be issued in exchange, as stated in the application, for presently 
outstanding shares; 

It appearing therefrom and from the record thereto appertaining 
that: 

(a) By the letter transmitting said application, the applicant by 
its attorney waived opportunity for hearing; 

(6) Among others, notices of the filing of the said application were 
duly served on the following: Hon. R. T. Jones, Governor of Arizona; 
Hon. Culbert L. Olsen, Governor of California; Hon. E. P. Carville, 
Governor of Nevada; Corporation Commission, Arizona; Railroad 
Commission, California; and Public Service Commission, Nevada; 
and no protest, petition, or request to be heard has been received in 
response thereto; 
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(c) By amendment of its articles of incorporation, adopted by vote 
of its shareholders March 20, 1939, the applicant has heretofore pro- 
vided for the change of 114,612 shares of $100 par value preferred 
stock entitled to receive cumulative dividends at the rate of 7 percent 
per annum to an equal number of shares of $100 par value preferred 
stock entitled to receive 3 percent cumulative dividends and 4 percent 
noncumulative dividends; and the changes provided for by such 
amendment were to be overprinted on the outstanding share 
certificates ; 

(d) No application has been made to this Commission for an order 
authorizing the change in preferred stock referred to in paragraph 
(c), above; 

(e) Applicant now proposes to issue one share of $50 par value 6 
percent cumulative dividend preferred stock and one share of $50 
par value 8 percent noncumulative dividend preferred stock in ex- 
change for each purported $100 par value preferred share entitled to 
receive cumulative dividends at the rate of 3 percent per annum and 
noncumulative dividends at the rate of 4 percent per annum; 

(f) The applicant has outstanding 85,883 shares of $100 par value 
common stock having an aggregate par value of $8,588,300 which 
it proposes to reduce to an aggregate of $858,830 by reducing the par 
value of each share of common stock to $5 and increasing the number 
of such shares to 171,766, and exchanging two of such shares for 
each outstanding share; 

(7) The applicant, at a stockholders meeting October 17, 1939, 
amended its articles of incorporation to provide for the issuance of 
the shares for which authorization is now applied; 

Upon consideration of the said application and supplement, and 
memorandum brief in support thereof, filed October 14, 1939, the 
Commission, having on this date made and entered its opinion in 
this matter, which opinion is hereby referred to and made a part 
hereof, finds: 

(1) That the applicant is a corporation organized under the laws 
of the State of Delaware and qualified to do business in the States of 
California, Arizona, and Nevada; 

(2) That the applicant is engaged in the business of generating, 
transmitting, and distributing electric energy to the public, within 
the States of California, Arizona, and Nevada, and owns and operates 
facilities, among others, for the transmission and the sale at whole- 
sale of electric energy which is transmitted between and among the 
aforesaid States and consumed by persons other than a transmitter 
thereof at points outside the respective States from which it is 
transmitted, and the applicant is a public utility within the meaning 
of that term as used in section 204 of the Federal Power Act; 
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(3) That none of the States of Delaware, Arizona, California, or 
Nevada has laws under which the-applicant’s security issues are regu- 
lated by a State commission ; 

(4) That the effectuation of the change of dividend rights of the 
preferred shareholders described in paragraph (c), above, would con- 
stitute an issue of securities within the purview of section 204 (a) of 
the Federal Power Act, and no order by this Commission, authorizing 
said issue, has been applied for or obtained; 

(5) That the order sought by the aforesaid application would in 
effect constitute a ratification of the change in dividend rights of the 
preferred shareholders, described in paragraph (¢), above, by permit- 
ting the valid and legal issuance of securities in exchange for illegally 
issued securities; 

(6) That the changes in preferred and common shares for which 
authorization is sought by the aforesaid application constitute issues 
of securities within the purview of said section 204 (a) ; 

(7) That the issuance of the proposed $50 par value, 8% noncumu- 
lative dividend preferred shares, with the authorization of this Com- 
mission, would be misleading and tend to create confusion as to the 
justifiable rate of return on such a security, and such issue is in- 
compatible with the public interest ; 

(8) That there are other means of accomplishing the purposes 
sought to be accomplished by the proposed issue of the said 8% 
preferred shares, and the issuance thereof is not reasonably necessary 
or appropriate for the accomplishment of such purposes; 

(9) That the proposed issue of 6% cumulative dividend preferred 
shares, and the proposed issue of common shares are integral parts of 
the plan of which the proposed issue of 8% noncumulative dividend 
preferred shares is a part, and without the proposed issue of such 
8% shares are not reasonably necessary or appropriate for the pur- 
poses for which they are proposed ; 

And the Commission orders: 

That the said application be and the same hereby is denied. 





IN THE MATTER OF 


CITY OF LOS ANGELES AND DEPARTMENT OF WATER 
AND POWER OF THE CITY OF LOS ANGELES, CALI- 
FORNIA, COMPLAINANTS 


v. 


THE NEVADA-CALIFORNIA ELECTRIC CORPORATION, 
DEFENDANT 


Complaint Alleging That the Rates Charged for the Transmission of 
Electric Energy Are Unjust and Unreasonable 


IT-5512 
(Decided January 25, 1940) 
Syllabus 


. It is not necessary, under section 205 (a) of the Federal Power Act, 
that the Commission have regulatory authority over both parties as a 
prerequisite to the exercise of the Commission’s jurisdiction to pass 


upon the reasonableness and lawfulness of the rate provisions of the 
contract between the city of Los Angeles and the defendant, a public 
utility under the Act, in the instant case. P. 108. 

. The city of Los Angeles, as a municipality, is entitled under section 306 
to file the present complaint. P. 108. 

. The authority of a Federal regulatory agency, in the exercise of the rate- 
making power vested in it by Congress, to modify a rate contract be- 
tween a State or municipality and a public utility has been settled beyond 
question. P. 108. 

. That the defendant company does not have a correlative right before 
the Commission to complain that the rates charged complainant are too 
low, results in no injustice or hardship to the defendant company, 
for under section 205 (e) the defendant, as a “public utility,” may file 
proposed changes in its filed rates and charges. P. 109. 

. The Commission has jurisdiction over rates and charges for the trans- 
mission or sale of electric energy, even though no electricity has been 
and actually may never be transmitted under the rate schedule, P. 109. 

. The fact that no authority was obtained from the Commission for the 
transfer of the facilities here involved to the municipality, although 
it appears that the transfer of the facilities may have been subject to 
the Commission’s jurisdiction under section 208 of the Federal Power 
Act, is collateral to the instant proceeding to determine the reasonable- 
ness of rates and charges, and is not inconsistent with the disposition 
of the issues herein. P. 109. 
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. The defendant company has no right under the transmission agreement to 
bill the complainants for any, share of the additions and betterments 
not necessary for transmission to complainant and installed solely for 
the convenience or operating advantage of the defendant. P. 114. 

8. Where the rate contract indicates that the complainant is not required to 
pay any part of the cost of the transmission of energy over a line so 
long aS the emergent conditions of defendant are satisfied, such line 
should be excluded from the rate base for the purpose of testing the 

reasonableness of the return received by defendant. P. 115. 

9. The original cost of construction of the Boulder Canyon line is the best 
evidence of the amount to be used as a rate base in this proceeding, 
in spite of defendant’s introduction in evidence of estimates of the cost 
of reproduction new. P. 116. 

10. The cost of rewinding transformers at Boulder Dam necessary for opera- 
tion in accordanée with the terms of the contract, is proper as an addition 
and betterment. P. 116. 

11. Where the annual depreciation expense allowance has been computed by 
the sinking-fund method, the undepreciated rate base will be used. 
P. 116. 

12. Where the original cost of facilities has been used as the base for testing 
the reasonableness of charges, the depreciation rates should be related 
to original cost rather than cost of reproduction new. P. 117, 

13. A return of six percent on the rate base is a fair and reasonable rate 
of return in establishing rates for wholesale power services in the instant 
case. P. 117. 

14. Where payments for injuries to persons or property, minor replacements 
and renewals, and taxes are based on actual cost, it is not necessary to 
undertake an analysis of the payments made or forecast the payments 
to be made. P. 118, 

15. Rate comparisons do not afford a proper basis for determining the reason- 
ableness of charges for wholesale power service in the instant case. 
P. 118. 

16. Contention that new type of rate should be substituted consisting of a 
new two-part rate contract based on (@) a service charge to cover the 
right to use the line up to one-half of its capacity, upon reasonable notice, 
and (bd) a liberal charge for actual use of the line in the transmission 
of energy rejected. P. 118. 

17. Payments made by the city of Los Angeles under existing rate contract 

held unjust and unreasonable and defendant directed to file a new 

schedule of reduced rates and charges. P. 121. 


Ray L. Chesebro, S. B. Robinson, Gilmore Tillman, and William J. 
Carr for the complainants. 


Henry W. Coil and Frank P. Doherty for the defendant. 
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The city of Los Angeles, California, a municipal corporation, and 
the Department of Water and Power of said city, filed with the Com- 
mission, on March 14, 1938, a formal complaint against The Nevada- 
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California Electric Corporation, a corporate entity organized under 
the laws of the State of Delaware and engaged in the production, 
transmission, distribution, and sale of electric energy in the States 
of Arizona, California, and Nevada. On April 14, 1938, defendant 
filed answer to said complaint. Thereafter, pursuant to notice, public 
hearings were duly held on the issues involved in this proceeding in Los 
Angeles, California, beginning on June 29, 1938, and concluding on 
July 18, 1988, at which the parties were fully heard and introduced 
of record oral and documentary evidence. After the conclusion of 
the final hearing briefs were filed on behalf of both parties. 


ALLEGATIONS OF COMPLAINT AND ANSWER 


The complainants allege (a) that the rates and charges prescribed 
by the schedules and contracts filed with this Commission as rate 
schedule FPC No. 4 by The Southern Sierras Power Company between 
a predecessor in interest of the complainants, the Los Angeles Gas and 
Electric Corporation, and predecessors of the defendant, The Southern 
Sierras Power Company and The Nevada-California Power Company, 
are unjust and unreasonable, and (d) that the interpretation and ap- 
plication of such schedules and contracts by the defendant, The Nevada- 
California Electric Corporation, as affecting and pertaining to such 
rates and charges were, are, and will continue to be unjust, unreason- 
able, and in violation of section 205 (a) of the Federal Power Act, 
and pray that the Commission determine the just and reasonable rate, 
charge, and contract to be thereafter observed and enforced for the 
service rendered and to be rendered to the complainants by said 
defendant. 

The defendant, in its answer, asks the dismissal of the complaint 
and sets forth several objections to the jurisdiction of the Commission 
to entertain the complaint, and proffers defenses, upon the merits, 
to the allegations of the complaint. 

Rate schedule FPC No. 4 provides for the payment by the city of 
Los Angeles to the defendant of 


* * * a sum equal to * * * 4715 percent per annum of the original 
cost of construction of * * * Boulder Canyon line, substations and appur- 
tenant equipment and all additions and betterments thereof made from time 
to time, to cover return, depreciation and overhead. A statement of the orig- 
inal cost of construction * * * thereof to the date of this agreement is 
hereunto annexed, agreed to, * * * and marked “exhibit A.” Said state 
ment shall not and does not include equipment at said dam or at said San 
Bernardino substation not necessary for the transmission of electric energy 
for Los Angeles Company * * *, 


The contract also provides for the reimbursement of one-half of 
the actual cost of all repairs, maintenance, and operation of the line, 
substations, and appurtenant equipment, including claims for injuries 
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to persons or property and minor replacements and renewals. It 
also provides for the reimbursemént of one-half of all taxes appli- 
cable to this line, 


DESCRIPTION AND HISTORY OF THE PARTIES 


The acquisition, by purchase, by the city of Los Angeles, one of 
the complainants, of the facilities and assets of the Los Angeles Gas 
& Electric Corporation, included the assumption of the obligations 
and benefits of rate schedule FPC No. 4. The properties were taken 
over on February 1, 1937, the city having theretofore amended its 
charter to cover the assumption of these contract obligations. The 
Los. Angeles Gas and Electric Corporation had previously served 
about one-third of Los Angeles in competition with the city’s plant. 
Its generating facilities consisted of a 70,000 kilowatt capacity plant 
in Los Angeles and a 65,000 kilowatt capacity plant at Seal Beach, 
California. 

The defendant in this proceeding is the successor by merger to 
The Southern Sierras Power Company and The Nevada-California 
Power Company, the former operating in California, the latter in 
Nevada, both having been wholly owned for many years by the de- 
fendant. The territory served by this system includes the counties 
of Mono, Inyo, Kern, San Bernadino, Riverside, and Imperial, in 
the State of California, the counties Nye and Esmeralda in the State 
of Nevada, and Yuma County in the State of Arizona. Energy 
is also transmitted for wholesale use in Mexico. It is admitted that 
the defendant and its predecessors were operating in interstate com- 
merce. 

The Southern Sierras Power Company had a steam plant at San 
Bernardino, California, with a capacity of 11,250 kilovolt-amperes 
and a Diesel plant at Blythe, California, with a capacity of 400 
kilovolt-amperes. Its resources, however, were almost exclusively 
hydroelectric consisting of storage and stream flow plants on the 
eastern side of the Sierra Nevada Mountains. Its output was, there- 
fore, subject to wide fluctuations in accordance with the snow fall 
until it entered into an agreement with the Los Angeles Gas and 
Electric Corporation in 1927 under the terms of which each com- 
pany agreed to furnish to the other emergent service, and The South- 
ern Sierras Power Company to build a 61 mile, 40,000 kilowatt 
nominal capacity 110,000 volt transmission line from San Bernardino 
to the plant of the Los Angeles Gas and Electric Corporation at Seal 
Beach at an approximate cost of $750,000. The Southern Sierras 
constructed the Boulder-San Bernardino line in order to sell power 
to the government for the construction of Boulder Dam and to trans- 
mit power from Boulder Dam into its system after the project was 
completed. 





108 FEDERAL POWER COMMISSION 


JURISDICTIONAL QUESTIONS 


The defendant owns and operates facilities subject to the juris- 
diction of the Commission and it is therefore a “public utility” as 
defined in section 201 (e) of the Federal Power Act. The defendant 
does not contest this fact but raises certain other questions of a juris- 
dictional nature. 

The defendant contends that the Commission is deprived of juris- 
diction in this case because the complainants, city of Los Angeles, 
a municipal corporation, and the Department of Water and Power 
of the city of Los Angeles are exempt from the Commission’s juris- 
diction under section 201(f) of the Federal Power Act. 

Defendant in support of this contention concedes that we have 
jurisdiction to modify the provisions of a contract for public-utility 
service whether the contract be made before or after the adoption 
of the regulatory statute. The defendant asserts, however, that the 
contract here involved does not come within this well-settled rule, 
because by specific provision in the Act the complainants are exempt 
from our regulatory jurisdiction. In effect, the contention of: the 
defendant appears to be that it is necessary for the Commission to 
have statutory authority over both parties as a prerequisite to the 
exercise of the Commission’s jurisdiction to pass upon the reason- 
ableness and lawfulness of the provisions of the contract in the 
instant case. 

The defendant’s contention in this respect is obviously without 
merit. Even if it be conceded that under section 201(f) of the 
Act the complainants are exempt from the Commission’s regulatory 
jurisdiction, nevertheless section 306 of the Federal Power Act 
specifically authorizes a “person” or “municipality” to file a com- 
plaint with the Commission, and the city and the department are 
before the Commission in the capacity of complainants invoking 
the Commission’s authority over a public utility admittedly subject 
to the Commission’s jurisdiction. 

The authority of a Federal regulatory agency, in the exercise of 
the rate-making power vested in it by Congress, to modify a rate 
contract between a State or municipality and a public utility, has 
been settled beyond question. Mew York v. United States, 257 U. 8. 
591, 600, 601; United States v. Village of Hubbard, 266 U. S. 474, 
477. See also Norman v. B. & O. R. Co., 294 U. S. 240, 307, where 
the cases on the subject are reviewed. 

The defendant further argues that the fact that the complainants 
are exempt from, while the defendant is subject to, the Commission’s 
jurisdiction, results in a situation wherein the complainants would 
have the right to file a complaint with the Commission against the 
defendant claiming that the rates are unreasonably high, whereas 
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the defendant would not have the correlative right to file with the 
Commission a complaint against the city and the department claim- 
ing that the rates are unreasonably low. Granting that the Com- 
mission is without authority to entertain such a complaint filed by 
the company against the city and the department, no injustice or 
hardship is thereby imposed upon the company. Under section 
205(d) of the Act, public utilities may file with the Commission 
proposed changes in their filed rates and charges. This provision 
appears to negative defendant’s contention and to afford adequate 
protection to it. In addition the defendant questions the authority 
of the Commission over the charges provided for in rate schedule 
FPC No. 4, upon the theory that there is not, has not been, and ac- 
tually may never be, any transmission of electric energy thereunder. 
Suffice it to say upon this contention, said rate schedule covers rates 
and charges made, demanded, or received by the defendant for or 
in connection with the transmission or sale of electric energy by 
facilities subject to the jurisdiction of the Commission, and the Com- 
mission accordingly has jursidiction over such rates and charges 
under the specific provisions of the Federal Power Act. 

The defendant further contends that we are without jurisdiction 
in this proceeding as no application was made to us for authorization 
to transfer the facilities of the Los Angeles Gas and Electric Cor- 
poration, including rate schedule FPC No. 4, to the city of Los 
Angeles, and that the contract of transfer is therefore void if the 
city is subject to the Commission’s jurisdiction. Although it ap- 
pears from the record that electric energy purchased from the Los 
Angeles Gas and Electric Company and transmitted by the Southern 
Sierras Power Company to Boulder for use in connection with the 
construction of the dam did move in interstate commerce and that 
the facilities of the vendor company may have been subject to our 
jurisdiction under section 203 of the Federal Power Act, we are of 
the opinion that such fact is collateral to a consideration of the prob- 
lem here involved, and that our consideration and disposal of the 
issues in the case at bar is not inconsistent with any unasserted or 
unexercised authority this Commission may have under section 208 
of the Act. Any failure to comply with its requirements may be 
dealt with in another proceeding. 





THE ADDITIONS AND BETTERMENTS AT VICTORVILLE 


In considering the matter of additions and betterments at Victor- 
ville, California, it is interesting to note the record indicates that, 
although the Boulder-San Bernardino line was originally operated 
at 90,000 volts, it was not. feasible to operate said line permanently 
at this voltage and complainants did not seriously urge such opera- 
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tion. In fact, the entire line was operated for approximately eight 
months at 110,000 volts in the transmission of power from the dam 
into the defendant’s system. At the end of this period, the voltage 
was changed from 110,000 volts to 132,000 volts on the portion of the 
line between Boulder Dam and Victorville, and from 110,000 volts 
to 90,000 volts between Victorville and San Bernardino with a step- 
down transformer at Victorville. These changes were made by the 
defendant without securing the consent of the complainants, How- 
ever, the defendant undoubtedly had the right to make these changes 
without securing such consent by reason of its ownership of the line. 
Notwithstanding these circumstances, it is important to note that the 
wording of the contract here under consideration provides that the 
complainants can be charged only for such portion of the additions 
and betterments as are “necessary for the transmission of electric 
energy for Los Angeles Company” (the complainants). 

The question to be decided, therefore, is what portion of the equip- 
ment at Victorville is necessary for transmission of the complainants’ 
share of the line capacity (fixed at 40,000 kilovolt-amperes by Boulder 
generator capacity or 37,500 kilovolt-amperes by transformer 
capacity), and what was installed for the convenience or operating 
advantage of the defendant. 

The Boulder-San Bernardino line was operated at 90,000 volts at 
the sending end of the line during the period when Boulder Dam 
was under construction. Power could be sent from either San 
Bernardino or Victorville according to the connections at Victorville. 
A portion of this power was purchased from the Los Angeles Gas 
and Electric Corporation at Seal Beach and transmitted to San Ber- 
nardino over the 110,000-volt line through the stepdown transformer 
at San Bernardino. Power could also be transmitted from the Owens 
Valley 90,000-volt lines which were connected at Victorville with 
the 90,000-volt line to Boulder Dam, the object being to protect the 
service of supplying construction power to the Government at 
Boulder Dam. Although the voltage was somewhat less at Boulder, 
no serious loss was sustained as synchronous condensers were used in 
the substation at Boulder Dam. 

So long as the line from San Bernardino was maintained at 90,000 
volts, there were three lines operating, or capable of being operated, 
in parallel from San Bernardino to Victorville by use of what 
amounted to a double bus at Victorville. The defendant’s vice pres- 
ident and general manager testified that the substation at Victorville 
was a sectionalizing substation on its two transmission lines leading 
from Owens Valley to San Bernardino. Later there was an inter- 
connection made with the Boulder line for the purpose of protecting 
that service while selling power to the Government. The switching 
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arrangement used during the construction period provided. for con- 
nection of lines at the substation_and for cutting out any section of 
the line that might be faulty. The load at Victorville could be con- 
nected to any line desired in order to furnish power during the con- 
struction period at Boulder. Owens Valley lines could be utilized 
through Victorville to Boulder, whenever there was transmission 
difficulty between Victorville and San Bernardino. 

Sometime after the expiration of the construction of Boulder Dam, 
an interim arrangement was entered into by which the defendant 
secured power from the Boulder plant and transmitted it to San 
Bernardino over the Boulder line. For this purpose, the trans- 
formers at Boulder were connected to operate at 110,000 volts and 
the line at the San Bernardino substation and the Seal Beach line 
were connected with the same bus bar. Loads as high as 40,000 
kilowatts were carried over the line. 

Witnesses for the defendant testified, without detailing any un- 
satisfactory conditions of operation, that the Boulder-San Bernadino 
line when operated at 110,000 volts constituted a “makeshift 
arrangement,” a freak connection, and that the defendant always 
intended to operate the line at 132,000 volts. 

It would appear from certain admissions of the defendant’s wit- 
nesses that an important reason for the installation of the additions 
and betterments at Victorville was to increase the capacity of de- 
fendant’s system by approximately 37,500 kilovolt-amperes. The 
total amount of power which could be received by the defendant from 
Boulder Dam and under Los Angeles Gas and Electric Corporation’s 
interchange agreement was limited by transformer capacity at San 
Bernardino to the amount that might be obtained from either source 
alone, but after completion of the additions and betterments at Vic- 
torville, the total capacity is apparently increased by 37,500 
kilovolt-amperes. 

Another feature of importance which appears to be a distinct 
benefit to the defendant is that the installation of a transformer bank 
at Victorville permitted connection of the two 90,000-volt lines from 
the Owens Valley plants with the Victorville-San Bernardino section 
of the Boulder-San Bernardino line as had been done during the 
period in which the entire Boulder-Victorville-San Bernardino line 
was operated at 90,000 volts. So long as the Boulder-San Bernardino 
line was operated at 110,000 volts, power could not be taken off at 
Victorville without the installation of transformer banks and there 
was no possibility of replacing the circuit by, or using it in substitu- 
tion for a portion of either of the circuits from the defendant’s power 
plants to San Bernardino without the installation of such facilities 
at Victorville. 
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The complainants, as successors in interest to the rights of the Los 
Angeles Gas and Electric Corporation, have the right to the use of 
one-half of the Boulder-San Bernardino circuit only under rate 
schedule FPC No. 4. They are not entitled to use any part of the 
second and third circuit between Victorville and San Bernardino. 
In fact, witnesses for the complainants testified that the city was in 
a better position when the lines were separated because it will sustain 
greater line losses when the lines are operated in parallel from Victor- 
ville to San Bernardino and because it will have no.control of the 
power transmitted under present conditions at Victorville as the 
power from Boulder Dam will be mingled with the power from the 
other plants. 

It appears reasonable to assume that the defendant desired to re- 
store connection at Victorville in order that the conditions on its 
system would again correspond approximately to those prevailing 
during the time that the Boulder line was operated at 90,000 volts. 
This could be done by changing the portion of the Boulder-San 
Bernardino line from Boulder Dam to Victorville to 132,000 volts 
and installing the new facilities at Victorville while retaining the 
remainder of the line at 90,000-volt operation as the connections at 
Victorville restored the system to approximately the electrical equiva- 
lent of conditions when the entire line operated at 90,000 volts. 

The defendant's witnesses state that the Boulder-San Bernardino 
line was originally designed for 132,000-volt operation, that it was 
the understanding between the predecessors to the parties in this case 
that it should be so operated and that the defendant installed equip- 
ment which it considered necessary to change the voltage without the 
consent of the complainants. No attempt was made, however, to justify 
the expenditure in comparison with that needed for operation at a 
lower voltage. The defendant concedes that the propriety of charg- 
ing some of the equipment at Victorville to the complainants was open 
to question but nowhere defines what equipment should be excluded. 

The witnesses for the complainants testify that the installation of 
the equipment at Victorville is not necessary for the transmission for 
the city of energy attributable to the gas company’s allotment, that 
the change to 132,000 volts makes the circuit more vulnerable to inter- 
ruption, and that the city is greatly prejudiced by the location of the 
additions at Victorville, rather than at San Bernardino, as synchro- 
nous condensers should be installed at the receiving end of the circuit 
rather than at a distance of approximately 40 miles from that point. 
The complainants further assert that if the synchronous condensers 
are not at the receiving end, the variation in voltage is greater, as the 
condensers control the delivery of voltage, and that the connection 
at Victorville has the effect of pooling power of the defendant over 
any of the three circuits between Victorville and San Bernardino, 
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which would deprive the complainants of their proper allocation of 
power and cause interruptions to the service. 

That the carrying power of the line at 110,000 volts is ample for the 
power contracted for at Boulder seems to be established by the testi- 
mony that peaks of 40,000 kilowatt-hours were transmitted over the 
line when operating at this voltage, and by the fact that this was done 
without use of the synchronous condensers which are claimed to be 
necessary at Victorville even when operating at 132,000 volts. 

Opinion evidence was introduced to show the saving in line losses 
when operating at the higher voltage. However, the highest priced 
energy to be transmitted cost only 1.63 mills per kilowatt-hour, 
and a considerable portion of it cost only 0.5 mill. Such indicated 
potential savings may be dismissed’ when they are to be balanced 
against fixed charges and operating expenses on an increase in in- 
vestment of approximately $400,000. 

Careful examination of the record is convincing that defendant 
made the additions and betterments at Victorville to enable it to take 
Boulder power off at Victorville for its system without being sub- 
jected to the peril of storms in the Cajon Pass; effect parallel opera- 
tion on Victorville-San Bernardino section of the Boulder line, with 
the corresponding sections of defendant’s Owens Valley-San Bernar- 
dino 90,000-volt lines; effect the installation of 15,000 kilovolt-amperes 
of synchronous condenser capacity at a point where it is equally useful 
on the Boulder-San Bernardino circuit and on the two Owens Valley- 
San Bernardino circuits; to increase by 37,500 kilovolt-amperes the 
total coincident peak of power that may be drawn by the defendant 
from Boulder and Seal Beach by the installation of the transformer 
bank; and to facilitate switching of transmission lines by the installa- 
tion of new and additional oil circuit breakers, air break switches, 
and disconnecting switches at Victorville. 

The cost of the transmission line, with appurtenances as they existed 
prior to the start of work at Victorville, is conceded by complainants. 
No question is raised regarding the propriety and reasonableness of 
the operating expenses or taxes on the line. In fact, during the course 
of the hearings counsel for the defendant offered to stipulate that the 
cost of two additional lines was not included as additions and better- 
ments and that no additional charge would be made for complainants’ 
use of the three circuits instead of the one used originally. As the 
complainants undoubtedly have adequate synchronous condenser ca- 
pacity on their system, and as 40,000 kilowatts was transmitted over 
the line at 110,000 volts without any synchronous condenser capacity 
at Victorville, it seems clear that at Victorville, although highly de- 
sirable from the standpoint of the defendant’s system operation, they 
are not necessary for transmission of power to the complainants under 
the terms of the contract. 

324 86—42—Vol.2——-11 
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In addition the location of the condensers at Victorville makes 
them valueless to the complainants and as they are legally entitled to 
the use of one-half of one line only between Victorville and San 
Bernardino, according to the terms of the contract, instead of half 
of three lines, the synchronous condensers and the transformer bank 
at Victorville are not necessary to transmit the complainants’ half of 
40,000 kilovolt-amperes contracted for at Boulder. The transformer 
bank permits power to be supplied for the defendant load fed from 
Victorville but gives little or no advantage to the complainants. Upon 
such a record, we are of the opinion that the defendant has no right 
under the transmission agreement to bill the complainants for any 
share of the additions and betterments at Victorville which were 
installed for the convenience and operating advantage of the 
defendant. 


THE SEAL BEACH LINE 


An important question involved in this case concerns the treatment 
to be accorded to the 61-mile transmission line extending from Seal 
Beach to San Bernardino, hereinafter called the Seal Beach line. In 
arriving at a rate base the city excludes this line from its computations, 
whereas the defendant company includes if. The original cost of the 
line amounts to $748,439 and it is accordingly an item of considerable 
importance. The construction of this line had its origin in a power 
interchange agreement entered into on December 23, 1927, by and 
between the Los Angeles Gas and Electric Corporation and the South- 
ern Sierras Power Company. The agreement provided for the con- 
struction by the Sierras Company, at its own sole cost. and expense, 
of a transmission line from its steam-generating plant in San Bernar- 
dino.to a point of interconnection with the steam-generating plant of 
the Los Angeles Company in Seal Beach. 

Under the terms of this agreement each company agreed to deliver 
to the other, upon request, such amount of electric energy as might 
be needed to meet its emergent conditions or demands to the extent of 
its available surplus at the out-of-pocket cost thereof to the delivering 
company, plus fifteen percent to cover contingencies and incidentals. 
Out-of-pocket costs. were defined to consist of fuel costs plus one 
mill per kilowatt-hour to cover all other items. The term of the con- 
tract was for fifteen years and was thereafter to run from year to 
year unless terminated by either party on one year’s notice. 

Pursuant to the terms of this arrangement the Sierras Company 
constructed a 40,000-kilowatt, 110,000-volt transmission line from San 
Bernardino to Seal Beach, completing it in February 1930. (This 
line was constructed prior to the construction of the line from San 


Bernardino to Boulder to supply energy to the dam for construction 
purposes. ) 
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On May 18, 1932, the interchange agreement was amended by the 
parties. This amendment rucited that each of the parties had entered 
into a contract with the United States to purchase and receive power 
from the Hoover Dam and Boulder Canyon project and desired to 
extend the interchange agreement so that it would run concurrently 
with the effective periods of said agreements with the United States. 
The interchange agreement was accordingly extended for a period 
of fifty years from and after the date upon which electric energy 
should be ready for delivery from the Hoover Dam project to the 
city of Los Angeles. No energy, however, was received by the 
complainants from this project until June 1, 1937. 

The record in the instant case discloses that under the provisions 
of rate schedule FPC No. 4 energy is to be transmitted over the Seal 
Beach line free of all costs to the city of Los Angeles (as successor in 
interest to the Los Angeles Gas and Electric Corporation) so long as 
the city stands willing and able to supply such amounts of electric 
energy as may be needed to meet emergent conditions of the defend- 
ant. This service, it is stated, could not be secured by the defendant 
otherwise for less than $5 per killowatt a year, or $100,000 for 20,000- 
kilowatt standby, and as to this transmission service the consideration 
to the defendant is accordingly very substantial. 

It would appear from an examination of the reeord that the parties 
did not intend that the Seal Beach line should be included in testing 
the reasonableness of the charges under rate schedule FPC No. 4. The 
fact that under the specific provisions of this rate schedule the city 
of Los Angeles is not required to pay any part of the cost of the trans- 
mission of energy over the Seal Beach line so long as the city stands 
willing and able to supply electric energy needed to meet emergent 
conditions of defendant company appears to indicate that the parties 
did not contemplate that a return should be allowed on this line. 
We conclude, therefore, that the Seal Beach line should be excluded 
from the rate base for the purpose of testing the reasonableness of 
the return received by defendant under rate schedule FPC No. 4. 


THE COST OF REWINDING TRANSFORMERS 


The uncontradicted evidence of record is to the effect that the 
transformers purchased for use at Boulder Dam would not be suitable 
for operation at 110,000 volts once the generator purchased for de- 
fendant was in operation. The estimated cost of rewinding the 
transformer bank for operation at 110,000 volts instead of 132,000 
volts is between $40,000 and $50,000 and the testimony is ample to 
show the feasibility of operation at that voltage. 
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THE REASONABLENESS OF THE CHARGES UNDER RATE SCHEDULE FPC NO. 4 


In determining the reasonableness of the charges made pursuant 
to rate schedule FPC No. 4, we accept the fact that the agreed cost of 
the Boulder Canyon-San Bernardino line, as of April 30, 1938, was 
in the sum of $1,132,858.44. The city is entitled to the use of only 
one-half of the capacity of this line. Therefore, the payment of 4.715 
percent, the contract rate, on the total original cost of the line is an 
equivalent to a payment of 9.43 percent upon one-half of its original 
cost. Stated in another way, the reasonableness of thé payment made 
by the city under the rate schedule may be ascertained by relating 
the payment to one-half of the agreed cost, or $566,429.22. 

The defendant introduced in evidence estimates of the cost of repro- 
duction new of the properties involved, which exceeded in amount the 
agreed original or historical cost. The defendant’s witnesses esti- 
mated the reproduction cost new of the Boulder Canyon line and 
terminal as $1,358,299, or more than $226,000 in excess of historical‘ 
cost. However, we believe the original cost of construction of the 
Boulder Canyon line is the best evidence of the amount to be used 
as a rate base in this proceeding.’ It is significant that the parties 
themselves, by specific provision in the contract designated as rate 
schedule FPC No. 4, have agreed that the original cost of the line 
shall be used as the base for computing the charges. 

For the purpose of testing the reasonableness of the charges we 
will accordingly use as a base one-half of the original cost of the line, 
which amounts-to $566,429. To this should be added one-half of the 
cost of rewinding transformers at Boulder Dam, which we believe 
to be proper as an addition and betterment. It has been estimated 
that the cost of rewinding these transformers would be between 
$40,000 and $50,000. We conclude, therefore, that the amount of 
$590,090 is a proper base to be used for computing the reasonableness 
of the charges.’ 

As the payment of 9.43 percent per annum on one-half of the orig- 
inal cost of the Boulder Canyon line covers overhead, depreciation, 
and return, it is necessary to determine what portion of the payment 
is properly allocable to these items, respectively. 

The complainants computed the amount for overhead applicable to 
the Boulder Canyon line by allocating the defendant’s general ex- 
penses on the basis of pay rolls which is the method used by the de- 


1 See Clark’s Ferry Bridge Co. v. Public Service Commission of Pennsylvania, 291 U. 8. 
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2The defendant introduced evidence on so-called “observed depreciation.” However, 
as the annual depreciation expense allowance has been computed by the sinking-fund 
method, an undepreciated base will be used. See Los Angeles Gas and Electric Corpora- 
tion v. Railroad Commission, 289 U. 8. 287. 
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fendant for accounting purposes, and arrived at a figure of $2,500. 
On the other hand, defendant offered testimony which allocated 
overhead expense on the Boulder Canyon line on the basis of property 
and also on the basis of operating expenses. A witness for the de- 
fendant, using a judgment figure, arrived at the sum of $5,000 for 
overhead expense on the Boulder Canyon line. In its brief, the de- 
fendant claims an allowance of between $8,000 and $10,000 for over- 
head on this line. For the purpose of testing the reasonableness of 
the return, we accept the sum of $5,000, used by the defendant com- 
pany’s witness, as proper for total overhead expenses applicable to 
the Boulder line. This should be reduced to $2,500, or one-half, to 
reflect the portion allocable to the complainants. 

The complainants introduced in evidence an exhibit which showed 
the annual depreciation expense on the Boulder Canyon line to be 
$8,620. This figure was determined by applying to the cost of the 
various classes of depreciable property, rates of depreciation, com- 
puted on the 6 percent sinking fund basis, which composited to 0.76 
percent. The defendant computed annual depreciation expense both 
on the 6 percent sinking fund and the straight-line base’, and 
arrived at annual depreciation expense considerably higher than 
used by the complainants. The higher figures used by the defendant 
were due principally to the fact that the rates of depreciation were 
related to the depreciated reproduction cost new of the properties 
rather than the original cost of the properties. We have used the 
original cost of the Boulder Canyon line as the base for testing 
the reasonableness of the charges, and, consistently therewith, we 
believe the depreciation rates should be related to original cost 
rather than cost of reproduction new. We, therefore, have adopted 
the complainants’ annual depreciation expense allowance of $8,620. 
One-half of this amount, or $4,310, is allocable to the complainants. 

There remains the question of a fair and reasonable rate of return. 
The defendant and its predecessors were financed principally through 
the issuance of bonds, and evidence was introduced showing the his- 
torical cost of money to them. Evidence was also introduced by the 
complainants showing costs of money to other electric and gas com- 
panies. During the period the Boulder Canyon line was constructed 
(1930-1931), the cost of money to the Southern Sierras Power Com- 
pany, the predecessor to the defendant which constructed the line, 
was shown to be in the neighborhood of 6 percent. Upon considera- 
tion of all of the evidence on this subject in the case at bar, we 
conclude that 6 percent is a fair and reasonable rate of return to be 
allowed the defendant. On a rate base of $590,000, the return 
allowance amounts to $35,400. 
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To recapitulate, the following computation reflects our conclusions 
with respect to the amounts properly chargeable to the complainants 
for overhead, depreciation and return: 

Overhead 
Depreciation 
Return 


Upon the record, therefore, we conclude that the payments made by 
the city of Los Angeles to the defendant for return, depreciation and 
overhead under rate schedule FPC No. 4 to the extent that they 
exceed the amounts set out above, are unjust and unreasonable, 

Rate schedule FPC No. 4 also provides for. the payment by the city 
of one-half of the actual cost of all maintenance and operating ex- 
penses of the Boulder Canyon transmission line, substations and 
appurtenances, including claims for injuries to persons or property 
and minor replacements and renewals. It also provides for the pay- 
ment by the city of one-half of all taxes of any kind, direct and 
indireet, upon the transmission line, substations, and appurtenances. 
In view of the fact that these payments are based upon actual cost, 
it does not appear to be necessary to undertake an analysis of the 
payments made or to forecast the payments to be made for such costs. 

In support of its contention that the charges made pursuant to 
rate schedule FPC No. 4 are just and reasonable, the defendant intro- 
duced into evidence several rate comparisons. We do not, however, 
believe these rate comparisons afford a proper basis for determining 
the reasonableness of the charges here involved. 

The complainants urge that we should initiate a new two-part rate 
contract consisting of (a) a service charge to cover its right to use the 
line up to one-half of its capacity, upon reasonable notice, and (0d) 
a liberal charge for actual use of the line in the transmission of 
energy. 

We are of the opinion that the present record does not provide a 
sufficient basis for substituting a new type of rate in lieu of the pro- 
visions of rate schedule FPC No. 4, by establishing a schedule based 
upon a service charge and a charge for actual transmission in the 
manner advocated by the complainants. 


FInpINGs 


Upon consideration of the complaint and answer, evidence adduced 
of record, and the briefs filed in this proceeding, the Commission 
finds: 

(1) That the Nevada-California Electric Corporation owns and 
operates facilities subject to the jurisdiction of the Commission and it 
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is, therefore, a public utility as defined in section 201(e) of the 
Federal Power Act; 

(2) That the cies of Los ae California, is a municipal cor- 
poration, and the Department of Water and Power of the city of Los 
Angeles is a department of said municipality and as such they are 
proper parties complainant in this proceeding, and authorized to 
file the complaint herein under the provisions of the Federal Power 
Act; 

(3) That rate schedule FPC No. 4 provides for rates and charges 
subject to the jurisdiction of this Commission ; 

(4) That the Commission is empowered, in the exercise of the rate- 
making function vested in it by Congress under the provisions of the 
Federal Power Act, to determine the reasonableness of the rates and 
charges contained in rate schedule FPC No. 4 and to revise and 
modify the contract provisions contained therein ; 

(5) That the Commission has jurisdiction over said rate schedule 
FPC No. 4 notwithstanding the fact that it is alleged that there is 
not, has not been, and may never be any transmission of electric 
energy thereunder; 

(6) That the additions made by The Nevada-California Electric 
Corporation at Victorville are net additions and betterments within 
the meaning of rate schedule FPC No. 4, and the complainants are 
not required to pay a return thereon or any portion of the expenses 
of operation or maintenance thereof; 

(7) That the transmission line extending from Seal Beach to San 
Bernardino should be excluded from consideration in testing the 
reasonableness of the charges made pursuant to rate schedule FPC 
No. 4; 

(8) That the cost of rewinding transformers at Boulder Dam is a 
proper addition and betterment within the meaning of rate schedule 
FPC No. 4, and the complainants should be required to pay a return 
upon one-half thereof; 

(9) That the original cost of construction of the Boulder Canyon 
line is the best evidence of the amount to be used in determining the 
rate base herein as of April 30, 1938; 

(10) That the rate base used for the purpose of testing the rea- 
sonableness of the charges made under rate schedule FPC No. 4 
should be $566,429, plus an amount representing one-half of the cost 
of rewinding transformers at Boulder Dam, or a total of $590,000; 

(11) That the amount of $5,000 represents total overhead expense 
on the Boulder Canyon line and one-half of this amount, or $2,500 
is the proper portion to be borne by the complainants; 

(12) That the annual depreciation expense on the Boulder Canyon 
line, submitted by the complainants, which was determined by apply- 
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ing to the cost of the various classes of depreciable property rates 
of depreciation computed on a 6 percent sinking fund basis and com- 
positing to 0.76 percent, is adopted as a proper annual depreciation 
allowance. This allowance amounts to $8,620, one-half of which, 
or $4,310, is properly allocable to the complainants ; 

(13) That a fair and reasonable rate of return to be allowed to 
the defendant under the provisions of rate schedule FPC No. 4 is 
6 percent per annum on a rate base of $590,000, or a total of $35,400; 

(14) That the payments to be made by the complainants under rate 
schedule FPC No. 4, which have been found to be reasonable and 
proper in findings (11), (12), and (13) hereof, are exclusive of thte 
payments for one-half of the actual cost of maintenance, operating 
expenses, claims for injuries to persons or property, minor replace- 
ments and renewals, and taxes, the reasonableness of which said latter 
payments is not a direct issue in this proceeding; 

(15) That the payments made by the city of Los Angeles to the 
defendant for return, depreciation and overhead expense under rate 
schedule FPC No. 4, to the extent that such payments exceed the 
amounts found herein, are unjust and unreasonable. 

(16) That the present record does not warrant the substitution 
of a two-part rate, consisting of a service charge and a charge for 
actual transmission of energy, in lieu of the rates and charges pro- 
vided for in rate schedule FPC No. 4. 

An appropriate order of the Commission will be entered in 
accordance with this opinion and findings. 

LeAnn Otps. 
Ciavupe L. Draper. 
Bastu MANty. 
Joun W. Scorr. 
Cryve L. Sravey. 


Order requiring filing of schedule of reduced rates 


City of Los Angeles and Department of Water and Power of the 
City of Los Angeles, Complainants, v. The Nevada-California Elec- 
tric Corporation, Defendant 


(IT-5512) 


Upon consideration of the evidence of record and the briefs filed 
herein, the Commission, having on this date made and entered its 
opinion in this matter, containing its findings of fact and conclusions 
therefrom, which opinion and findings are hereby referred to and 
made a part hereof; 
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It is ordered by the Commission that : 

(1) The Nevada-California Electric Corporation file with the Com- 
mission not later than March 1, 1940, and effective as to all bills 
regularly rendered on and after that date a new schedule of reduced 
rates and charges covering the transmission of electric energy for the 
city of Los Angeles, California, a municipal corporation, to super- 
sede said Nevada-California Electric Corporation rate schedule FPC 
No. 4 and designed to yield not more than the total sum of $42,210 
for return, depreciation, and overhead ; 

(2) On and after March 1, 1940, The Nevada-California Electric 
Corporation shall cease and desist from levying rates and collecting 
or receiving charges in excess of those prescribed in paragraph (1) 
above. 





IN THE MATTER OF 
THE TWIN STATE GAS AND ELECTRIC COMPANY 
Application for Approval of Sale of Facilities 
IT-5513 
(Decided March 12, 1940) 
Syllabus 


1. Under the provisions of sections 203 and 318 of the Federal Power Act and 
section 9 of the Public Utility Holding Company Act of 1935, the absence 
of the vendee in the instant proceeding, under the circumstances here 
obtaining, does not render this Commission without jurisdiction to enter- 
tain and act upon the application herein made under section 203 of the 
Federal Power Act for approval of the sale of certain facilities for the 
transmission of electric energy admittedly interstate in character and 
alleged to be of a value in excess of $50,000. P. 123. 

2. The purchase of facilities by a public utility company which is a sub- 
sidiary of a registered holding company is, as such, outside the immediate 
authority of this Commission. P. 123. 

38. The fact that the sale of facilities may be a step in the direction that 
eventually results in ousting the Commission’s jurisdiction cannot be 
said to afford a sufficient basis for withholding approval. P. 123. 

4. Held, that the sale should be approved as consistent with the public 
interest, conditional (a@) upon the construction and interconnection of 
certain specified additional facilities, and (0) the revival of the contract 
of sale, which had expired, on the same terms and conditions, and with 
an expiration date far enough in the future to permit of completion of 
the transaction. P. 124. 


Everett H. Maxcy for the applicant. 


David W. Robinson, Jr., Richard J. Connor, and George EF. Levings, 
for the Commission. 


By THE ComMMISSION : 


MEMORANDUM OPINION 


The above-named company is before the Commission requesting ap- 
proval, pursuant to section 203 of the Federal Power Act, of the 
sale to the New York Power and Light Corporation of. certain of its 
facilities admittedly interstate in character and alleged to be of a 
value in excess of $50,000. As a part of the proposed transaction 
applicant plans to dismantle approximately 2.32 miles of transmission 
line presently used as an integral part of its facilities over which 
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electric energy moves in interstate commerce between Bennington, 
Vermont, and Hoosick Falls, New York. 

The acquiring or vendee corporation is not before us. From an 
examination of the provisions of section 203 and 318 of the Federal 
Power Act and section 9 of the Public Utility Holding Company Act 
of 1935, the absence of the vendee in the instant proceeding, under the 
circumstances here obtaining, does not render this Commission without 
jurisdiction to entertain and act upon the request of the applicant. 
It appears that the purchase of the facilities here involved (as dis- 
tinguished from the sale thereof by applicant) may be a merger or 


. consolidation of facilities of the New York Power and Light Corpora- 


tion subject to the jurisdiction of this Commission, with electric 
operating facilities of applicant within the meaning of section 203 
of the Federal Power Act. However, the record discloses that the 
proposed acquisition has not been expressly authorized by the New 
York Public Service Commission. Therefore, such purchase would 
appear to be the act of acquiring facilities by a public utility company 
which is a subsidiary of a registered holding company and, as such, 
it (the acquisition) is without the immediate authority of this 
Commission. 

The argument has been advanced that the pending application 
should be denied for the reason that the approval thereof may possibly 
result in eventually eliminating the applicant from the regulatory 
authority and control of this Commission. The infirmity of such con- 
tention is quite patent. The fact that the sale and disposition of 
facilities, as here proposed, may be a step in the direction that event- 
ually results in the vendor company obtaining a status other than 
that of a public utility within the jurisdiction of this Commission 
cannot be said to afford a sufficient basis for withholding our approval. 
Indeed, we have no hesitancy in asserting that where the valid exercise 
of our authority may curtail or diminish the possibility of application 
of that same authority, such circumstance will not deter us from dis- 
charging our duty. The question here presented is whether the matter 
before us falls within the scope of the authority conferred upon us 
and will the approval of the proposed transaction be consistent with 
the public interest. 

The record indicates that the prospective vendee contemplates the 
construction of a 33-kilovolt transmission line and substation facilities 
from its own integrated system to the Hoosick Falls area some time 
in the reasonably immediate future. This would appear to assure 
the rendition of adequate service to consumers in the Hoosick Falls 
area, thus eliminating the outages presently being suffered as a result 
of the use of the existing facilities which the record discloses are in- 
efficient and inadequate. It would appear, therefore, that the approval 
of the proposed sale, which contemplates the dismantling of a part 
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of applicant’s facilities, would be consistent with the public interest 
upon the construction of a double circuit, 33-kilovolt transmission 
line and adequate substation facilities and interconnection thereof of 
such line for the rendition of future service in the Hoosick Falls area. 
However, in the interim, the applicant should maintain its trans- 
mission facilities from Bennington, Vermont, to Hoosick Falls, New 
York, and continue to supply electric service thereover to its Hoosick 
Falls division until the new facilities capable of furnishing the service 
requirements of that area are available. 

The record discloses that the contract of sale between applicant and 
the New York Power and Light Company, dated March 25, 1938, . 
as amended June 24, 1939, has expired and became ineffective as of 
November 1, 1939, by operation of its terms. It follows, therefore, 
that the approval of the sale of the facilities as herein proposed should 
be made dependent on the further condition that the contract be 
revived on the same terms and conditions as contained therein except 
that the expiration date be extended to a reasonable time in the future 
for consummation of the transaction. 

We conclude, therefore, that the proposed sale, conditioned as here- 
inabove indicated, will be consistent with the public interest. Specific 


findings and an order of the Commission in accordance herewith will 
be entered. 


Lewanp OLps. 
Ciaupe L. Draper. 
Bastt MANLY. 
Joun W. Scorr. 
Crype L. Seavey. 


Findings and order authorizing and approving sale of electric facilities 
The Twin State Gas and Electric Company 
(IT-55138) 


Upon application filed April 27, 1938, as supplemented, including 
exhibits thereto, by The Twin State Gas and Electric Company, 
hereinafter referred to as the applicant, a Connecticut corporation 
authorized to transact business in the States of Vermont, New Hamp- 
shire, and New York, having its principal office at Rutland, Vermont, 
for an order, pursuant to section 208 of the Federal Power Act, grant- 
ing authorization for and approval of the proposed sale of its elec- 
tric facilities located within the State of New York (except certain 
facilities therein proposed to be dismantled) to New York Power and 
Light Corporation, under and in accordance with the provisions of 
a certain contract entered into between the applicant and New York 


Power and Light Corporation, dated March 25, 1938, as amended 
June 24, 1939; 
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Upon consideration of the said application, as supplemented, ex- 
hibits thereto, evidence adduced of record, and the briefs filed in this 
proceeding, the Commission, having on this date made and entered 
its memorandum opinion in this matter, which opinion is hereby 
referred to and made a part hereof, finds: 

(1) That applicant is a corporation organized and existing under 
and by virtue of the laws of the State of Connecticut; 

(2) That applicant owns and operates facilities for the transmis- 
sion of electric energy in interstate commerce and for the sale at whole- 
sale of electric energy in interstate commerce and is therefore a public 
utility within the meaning of that term as defined in the Federal 
Power Act; 

(3) That applicant proposed to dispose of by sale all of its electric 
facilities located within the State of New York, except certain facil- 
ities proposed to be dismantled, to New York Power and Light 
Corporation, which facilities proposed to be sold however do not 
constitute all of the applicant’s facilities subject to the jurisdiction 
of the Commission ; 

(4) That included in the facilities proposed to be sold are facilities 
subject to the jurisdiction of this Commission of a value in excess 
of $50,000, the disposition of which said facilities are subject to the 
requirements of section 203 of the Act and the rules of practice and 
regulations of this Commission ; 

(5) That New York Power and Light Corporation is a corpo- 
ration organized and existing under and by virtue of the laws of 
the State of New York; 

(6) That New York Power and Light Corporation is a subsidiary 
of a registered holding company as defined in the Public Utility 
Holding Company Act of 1935, and, as such, is, with respect to the 
acquisition of the facilities proposed herein, without the jurisdiction 
of the Federal Power Commission by virtue of the Public Utility 
Holding Company Act of 1935 and section 318 of the Federal Power 
Act, such proposed acquisition not having been approved by the State 
Commission of New York State having jurisdiction ; 

(7) That the contract between applicant and New York Power and 
Light Corporation, dated March 25, 1938, as amended June 24, 1939, 
became void and of no effect November 1, 1939, by operation of the 
terms thereof; 

(8) That, as of May 31, 1939, the sale price of all of the facilities 
proposed to be sold, incluing facilities not within the jurisdiction 
of this Commission, was $632,697.24, made up of fixed capital items 
in the amount of $610,128.85, and current quick assets in the amount 
of $22,568.39 ; 

(9) That, as of May 31, 1939, the book cost of such fixed capital 
items was $636,406.73 before deduction for depreciation; and after 


126 FEDERAL POWER COMMISSION 


the deduction of the book reserve for depreciation ($88,146.64) such 
cost was $548,260.09 ; 

(10) That the construction of a double circuit 33-kilovolt transmis- 
sion line and adequate substation facilities by New York Power and 
Light Corporation and interconnection by means thereof of the facili- 
ties proposed to be sold with the integrated electric system of New York 
Power and Light Corporation would result in an improvement of 
service to the consumers now being served by the facilities proposed 
to be sold; 

(11) That the sale by applicant to New York Power and Light 
Corporation of the facilities described in the application, which are 
subject to the jurisdiction of this Commission, is consistent with the 
public interest, provided, however, that New York Power and Light 
Corporation interconnect said facilities with its own integrated system 
by means of a double circuit 33-kilovolt transmission line as herein- 
after provided ; 

The Commission orders: 

(A) That the proposed sale of electric facilities under the terms 
and conditions set forth in said application, as supplemented, be and 
the same is authorized and approved insofar as it includes facilities 
subject to the provisions of section 203 of the Federal Power Act 
subject, however, to the following conditions: 

(i) That the applicant and New York Power and Light Corporation 
revive the contract between them dated March 25, 1938, as amended 
June 24, 1939, on the same terms and conditions as contained therein, 
except that the expiration date be extended to a date 90 days from the 
date of this order; 

(ii) That the applicant maintain its transmission line from Ben- 
nington, Vermont, to Hoosick Falls, New York, and continue to supply 
electric service thereover to its Hoosick Falls division until such time 
as New York Power and Light Corporation has constructed a double 
circuit 33-kilovolt transmission line and substation facilities from its 
own integrated system to the Hoosick Falls division and has inter- 
connected said system therewith ; 

(B) That the foregoing authorization and approval is without 
prejudice to the authority of this Commission or any regulatory body 
with respect to rates, valuations, costs, services, accounts, or any other 
matter whatsoever which may come before this Commission or other 
regulatory body; and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed by the applicant or the 
purchasers; 

(C) That this authorization shall expire unless acted upon within 
et (90) days after the date hereof; 

(D)>That the applicant shall file a veport as required by section 328 
of the Commission’s Rules of Practice and Regulations. 





IN THE MATTER OF 


SAFE HARBOR WATER POWER CORPORATION, 
LICENSEE 


Determination of Actual Legitimate Original Cost of Project No. 1025 
for the Period January 1, 1933 to December 31, 1937 


EP-—1025 
(Decided March 19, 1940) 
Syllabus 


. Materials and supplies allocable to uperating expense held not allowable 
as proper item of cost. P. 129. 

. Where a sufficient amount of stone is crushed for present and future use, 
only the cost of the amount actually used in construction of the project 
as defined in Section 3 (11) of the Federal Power Act will be allowed 
P. 129. 

. Cost incurred in connection with the use of a fault locator on transmission 
lines not owned by the licensee, not part of project, and which it has no 
obligation to maintain held not allowable. P. 130. 

. The removal of one waterproofing medium in favor of another type is 
classifiable as maintenance or repair work, but not as a fixed capital 
cost, and disallowed because the work did not result in a substantial 
addition to the plant. P. 130. 

. Where the Commission has previously made an allowance for interest on 
a retaining wall, it will not allow an additional amount for interest 
covering a period subsequent to the time the wall was determined to be 
available for use. P. 130. 

. The final order herein shall direct the result as herein found to be properly 
entered upon the books of licensee as fixed capital accounts and the 
accounts shall be kept consistently therewith. P. 132. 


John E. Malone and G. T. Hambright for the licensee. 


Francis R. Bell, Milford Springer, and Reuben Goldberg for the 
Commission. 


By tHe ComMISssION : 
OprtniIon 


This is a proceeding under section 4, subsection (b) of the Federal 
Power Act to determine the actual legitimate original cost of the 
Safe Harbor project, No. 1025, Pennsylvania, for the period January 
1, 1933 to December 31, 1937. 

In the opinions /n the Matter of Safe Harbor Water Power Cor- 
poration, 1 F. P. C. 230 and 1 F. P. C. 367, this Commission found 
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that $24,839,090.58 represented the actual legitimate original cost of 
the project as of December 31, 1932, and the books of the licensee 
reflect that amount.’ 

On March 7, 1938, Safe Harbor Water Power Corporation filed 
its supplemental claim No. 1 with this Commission, enumerating its 
claimed actual legitimate original costs from January 1, 1933, to 
December 31, 1936. On August 20, 1938, the licensee filed its supple- 
mental claim No, 2 in which its claimed actual legitimate original 
costs for the calendar year 1937 were set forth. These claimed costs 
are the basis of this proceeding and they total $3,140,047.92 with a 
claim of $29,332.59 for retirements, or claimed net costs in the amount 
of $3,110,715.33 for the period from January 1, 1933 to December 
31, 1987. 

After appropriate public notice had been given, public hearings 
were held on September 11, 12, and 13, 1939. Upon a consideration 
of the order, the evidence adduced and the briefs filed in this pro- 
ceeding, we are satisfied that the licensee has proved project expendi- 
tures as actual legitimate original costs totalling $3,080,425.30 for 
the period from January 1, 1933 to December 31, 1937. The remainder 
of claimed costs amounting to $30,290.03 are not actual legitimate 
original costs and will be disallowed. That remainder includes 
$3,373.09 covering experiditures that were added to the licensee’s 


claimed cost through accounting errors, and during the hearing in 
this proceeding the licensee conceded thut such amount should be 
disallowed and excluded from the actual legitimate original cost of 
the project. The balance of the disallowed claimed costs in the sum 
of $26,916.94 will now be discussed. 


DISALLOWED CLAIMED COSTS 


Materials and supplies—A temporary storeroom was established 
at the beginning of construction and functioned exclusively as a con- 
struction storeroom until June 30, 1932, when an inventory of all 
existing materials and supplies was made. After that date the tem- 
porary storeroom was used for the joint benefit of construction, 
operation and maintenance purposes until December 31, 1935, when 
the permanent storeroom in the generating station was available. On 
December 31, 1935, materials and supplies which were suitable for 
the permanent. operating storeroom were transferred from the tem- 
porary storeroom. The residue of materials and supplies carried 
in the temporary storeroom, which consisted of material no longer 
needed, was transferred to salvage operations for disposal. The 


1 Ed. note.—By decree of the Circuit Court of Appeals for the Third Circuit, May 17, 


1940, the above opinions were modified, thereby fixing the actual legitimate original cost 
at $24,858,399.24, 





SAFE HARBOR WATER POWER CORPORATION, LICENSEE 129 


licensee claimed $12,091.29 as the cost of this residue of materials 
and supplies. No physical inventory was made of the materials and 
supplies represented by this claimed cost. The claimed cost repre- 
sents a residual amount resulting from a physical inventory of the 
materials and supplies that were moved to the permanent storeroom 
as compared with the book value of the materials and supplies that 
had been carried in the temporary storeroom. The evidence estab- 
lishes that during the operation of the temporary storeroom for con- 
struction, operation and maintenance purposes, materials and supplies 
in the amount of $564.87 were properly allocable to operating expense 
and, therefore, only the remainder of the claimed cost amounting to 
$11,526.42 will be allowed as actual legitimate original cost of 
materials and supplies. ; 

Crushed stone.—To facilitate future additions to the power plant, 
the licensee crushed sufficient stone near the project to meet all require- 
ments in the near and distant future. Before the uses contemplated 
for the immediate future had been met, the entire amount of stone 
was charged to the materials and supplies account to provide a record 
of the amounts used on unit No. 2, the frequency converter and other 
project purposes. After all those project purposes had been fulfilled 
and there remained only the*stone crushed for future additions to 
the power house, the sum of $30,443.53, representing the amount of 
money at which the remaining stone was carried in the materials and 
supplies account, was transferred to the electric plant account on 
June 30, 1936. The evidence establishes that there is iricluded in the 
licensee’s claimed cost of $30,443.53 for crushed stone, the cost of 
land and other quarry expenses which were incurred and would have 
been incurred regardless of whether or not the additional stone 
for future requirements had been crushed. These costs totaling 
$10,888.68 are allowable as part of the actual legitimate original cost 
of the present project. The remainder of the claimed cost in the 
amount of $19,554.85 is disallowed because it is not part of the present 
constructed project as defined in section 3, subsection (11) of the 
Federal Power Act. No reflection is cast upon the licensee’s mana- 
gerial judgment in crushing sufficient stone for future additions, and 
when that stone is used in the future and becomes a part of the 
project, the actual legitimate original cost of that stone will be con- 
sidered in determining the cost of the project property of which it 
will be a component part. 

Fault locator facilities—The licensee made a claim for the cost 
of facilities for applying a fault locator in the amount of $889.30. 
Those facilities consist of plug outlets with wire connections to ‘the 
transmission lines owned by the Pennsylvania Water and Power 
Company. The plug outlets were installed in the Safe Harbor plant 

321886—43—Vol. 212 
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to provide for the use of the Pennsylvania Company’s portable fault 
locator, which is a device used to locate defects in transmission lines 
without actually patrolling the lines. The transmission lines are 
not owned by the licensee, it has no obligation with respect to their 
maintenance, and they do not form a part of the licensee’s project. 
No cost, therefore, incurred in connection with the fault locator has 
a proper place in the actual legitimate original cost of this hydro- 
electric project. The claimed cost of the facilities for applying the 
fault locator is disallowed. 

Warm air discharge pipes.—During 1935 the warm air discharge 
pipes located beneath the intake deck were closed with circular plates 
spotwelded to prevent the entrance of flood waters into the power 
house. In 1936 there was an unprecedented flood in the Susquehanna 
River. This flood caused the licensee to place a sealing weld around 
the circular plates to make them water tight. Licensee claimed 
$234.80 as the cost of this sealing weld. The removal of one water- 
proofing medium in favor of another type is classifiable as mainte- 
nance or repair work, but not a fixed capital cost. In any event, this 
claimed cost must be disallowed as a capital cost because the work did 
not result in a substantial addition to the plant. Federal Power 
Commission Uniform System of Accounts Prescribed for Public Util- 
ities and. Licensees (1937), p. 49, 120 (1). 

Interest during construction.—Licensee claimed interest during con- 
struction, for the period under review, in the amount of $215,361.95. 
This claim includes $60,848.26 of the $73,893.86 for interest during 
construction which was suspended by the Commission /n the Matter 
of Safe Harbor Water Power Corporation, 1 F. P. C. 367, because it 
was premature. The remainder of the $73,893.86 or $13,045.70 is the 
interest applicable to the investment in unit No. 1 which was not 
completed by January 1, 1938. Also included in the total claim for 
interest during construction was the sum of $5,673.12 as interest on 
the cost of the retaining wall for the calendar years 1933 and 1934. 
Ii. the Matter of Safe Harbor Water Power Corporation, supra, 
the Commission found that this retaining wall was a unit of property 
that was completed ‘prior to December 31, 1932, and allowed $1,918.07 
as interest during construction on the investment in it. The Com- 
mission has stated the test for determining when interest during 
construction shall cease. Jn the Matter of Clarion River Power Com- 
pany, 1 F. P. C. 269, at page 287 the Commission declared that— 

What is sought is not the date of beginning commercial operation but rather 
the date upon which the property became available for use, as it is the latter 
date which marks the termination of the period during which interest and taxes 
and other items can be charged into the capital accounts of the project. 

Since the retaining wall was available for use in 1932; more. interest 
will not be allowed on it after that year. .The licensee has claimed 
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interest during construction at the rate of six percent per annum. 
The evidence reveals that licensee’s chief source of capital, for the 
period under consideration, was the sale of common stock. Six per- 
cent is a reasonable rate of interest in this case. With respect to the 
balance of the claim for interest during construction in the sum of 
$209,688.83 the evidence shows that it is proper, so we allow it. 


CoNCLUSION 


The Commission determines ‘and finds that of the net claimed costs 
of $3,110,715.33 the actual legitimate original cost of project expendi- 
tures for the period from January 1, 1933, to December 31, 1937, is 
$3,080,425.30, the disposition of the claimed net cost being shown in 
the following table by the Pennsylvania Public Service Commission 
account classification. The addition of these proved project expendi- 
tures to the actual legitimate original cost of the project of $24,839,- 
090.58 heretofore determined by the Commission as of December 31, 
1932, results in actual legitimate original cost of $27,919,515.88 for 
the ova as of December 31, 1937: 


| 
} | 
Licensee’s | 
. ae Jaimed | Amounts Amounts 
Account classification a | “allowed disallowed 


Relocation of C. & P. D. Branch, P. R. R | $62, 613.98 $62, 513. 

Orzanization | 9, 856, 81 9, 856. 

Other undistributed fixed capital - - - | 28. 29 | 2B. 2 

Land in fee , i 42, 619. 61 42, 619. 6 g 

Water-power rights 41, 582. 74 38, 582. | $3, 000. 00 

Dams, reservoirs, and water conduits. _-.-...-- 101, 542. 04 101, 307. 24 | 234. 80 

Power-p!ant structures 315,021.97 | 205, 467. 1: 19, 554. 85 

Railroad sidings and trestles 17, 943. 95 17, 943. 95 | .. 

Turbines ond water wheels asook 181, 371.27 | 181, 369. 02 | 2. 25 

Electric generators cada ; 758, 379. 58 758, 379. ! : 

| Other electric equipment ‘. ° 777, 429. 90 776, 540. 60 889. 30 
Other power-plant equipment 67, 074. 18 67, 074. 18 

Transmission rights-of-way neq . 35. 61 35. 6 

Substation equipment ___... .... 5 | 229,018.01 229, 018. 

Other general structures __- misiinanhia i 8, 331. 67 8, 331. 67 

General office equipment.__- ‘ 12, 418. 01 12, 418. 

General store equipment. sheen ‘ 6, 936. 02 6, 936. 0% 

General shop equipment pia iso tba | 17, 543. 65 | 17, 543. 6 

| General garage equipment___..- . 5, 078. 85 | 5, 078. 8: 

General laboratory equipment. _-_- A 2, 146. 53 | 2, 146. 5: 

General tools and implements ‘ ssid ‘ 52, 720. 23 | 52, 720, 2 

Other ge eral equipment | 115, 21 115. 3 

Engineering and superintendence during construction ..| 375, 245. 21 

General officers’ and clerks’ salaries during construction 40, 236. 14 

| General officers’ and clerks’ expenses during construction} 469. 10 
Office supplies and expenses during eonstruction.__- 57, 667. 03 | 
Law expenditures during construction 671. 18 | 
Injuries and damages during construction ; 2 (. 07) 

| Insurance during construction 32, 080. 75 | , 

| Taxes during construction... ..... 535. 83 | 535. 83 

| Interest during construction 214, 730.26 | 209, 057. 14 5, 673. 12 
Other expenditures during construction - - ‘ 2 (320, 628. 21) 2 (321, 198. 08) 5A. 87 

| 








OE haacvencens staan cin iol 7. “ ‘ 3, 110, 715. 33 | "3,080, 425. 30 30, 290. 03 


1Pennsylvanie State Public Service Commission account classification. 
2 Denotes red figures. 
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An order will issue directing the result as herein found to be 
properly entered upon the books of the licensee as fixed capital 
accounts and that the accounts shall be kept consistently with the 
order. 


Lrianp OLps. 
Craupe L. Draper. 
Bast. MAN ty. 
Crype L. Seavey. 


Order determining actual legitimate original cost and prescribing 
accounting therefor 


Safe Harbor Water Power Corporation 
Project No. 1025 


The Commission having under consideration the matter of the 
determination of the actual legitimate original cost, as of December 
31, 1937, of the project designated on its records as project No. 1025, 
Safe Harbor Water Power Corporation, licensee; and 

It appearing to the Commission that: 

(a) On March 7, 1938, licensee filed its supplemental claim No. 
1 with this Commission, enumerating its claimed actual legitimate 
original casts from January 1, 1933 to December 31, 1936; and 
that on August 20, 1938, licensee filed its supplemental claim No. 
2, in which it claimed actual legitimate original costs for the calendar 
year 1937; 

(6) On July 5, 1939, the Commission served upon the licensee the 
accounting and engineering reports of the Commission’s staff with 
respect to the claimed actual legitimate original cost of licensee for 
the period from January 1, 1933 to December 31, 1937; 

(c) On July 29, 1939, licensee filed its protest to the Commission’s 
staff reports; 

(d) After appropriate public notice, public hearings were held 
in this case on September 11, 12, 13, 1939, and subsequently briefs 
were filed by counsel for the licensee and the Commission ; 

(e) Upon a full consideration of the evidence in this case, the 
Commission has rendered today its opinion in this matter making 
its findings of fact and stating its conclusions of law based upon 
those facts; 

The Commission, in accordance with the opinion in this matter and 
for the reasons stated therein, finds and determines: 

(1) That licensee has proved project expenditures, as actual legiti- 
mate original costs, totaling $3,080,425.30 for the period from January 
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1, 1933 to December 31, 1937, and they are hereby approved and 
allowed as proper fixed capital costs; _. 

(2) That the remainder of licensee’s claimed costs, for the period 
under consideration, in the sum of $30,290.03 are not actual legitimate 
original costs and are hereby disallowed ; 

(3) That the addition of the proved project expenditures of $3,- 
080,425.30 for the period from January 1, 1933 to December 31, 1937, 
to the actual legitimate original cost of $24,839,090.58, heretofore 
determined by the Commission as of December 31, 1932, results in 
actual legitimate original cost of $27,919,515.88 for the project as of 
December 31, 1937; 

The Commission orders: 

(A) That licensee, Safe Harbor Water Power Corporation, est«'!ish 
and maintain control accounts with reference to its project showing 
a total debit balance in its electric plant accounts of $27,919,515.88 as 
the actual legitimate original cost of its project as of December 31, 
1937 ; 

(B) That licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control accounts, and classify- 
ing the total for electric plant in appropriate detail and in accordance 
with the provisions of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, adopted June 16, 1936, 
pursuant to authority granted by the Federal Power Act; 

(C) That the amount of $30,290.03 disallowed herein be transferred 
from the project accounts and of that amount $19,554.85 representing 
the cost of crushed stone be charged to materials and supplies and the 
balance, $10,735.18, charged to earned surplus account; 

(D) That within sixty (60) days of service of this order, licensee 
comply with this order, and execute and file with this Commission 
FPC Form No. 76, showing such compliance. 





IN THE MATTER OF 
OTTER TAIL POWER COMPANY 


Investigation on the Commission’s Own Motion to Determine Whether 
or Not Respondent’s Rates Are Discriminatory- 


IT-5544 


(Decided May 1, 1940) 


Syllabus 


. In determining the Commission’s authority over interstate rates for sales 
of electric energy at wholesale to municipalities, all the provisions of 
the Federal Power Act will be examined to ascertain the Congressional 
intention. P. 137. 

. Statutes should not be literally interpreted at the expense of the reason 
of the law and so as to produce absurd consequences or flagrant in- 
justice, but are to be construed so as to avoid absurd or glaringly unjust 
results. P. 187. 

. The Congressional declaration of policy expressed in the Act is indicative 
of the regulation contemplated. P. 137. 

. Since, under section 306, a municipality may file a complaint against a 
public utility, and the most serious, if not the only real complaint, a mu- 
nicipality could have against a public utility would involve the rates 
charged it for electric energy at wholesale, it is most persuasive that 
Congress intended that the Commission should have jurisdiction over 
such wholesale rates. P. 138. 

. The Commission has jurisdiction under sections 205 (b) and 206 (a) of the 
Federal Power Act to institute a proceeding on its own motion to de- 
termine whether rates charged a municipality by a public utility under 
the Federal Power Act for wholesale electric energy are unduly 
preferential or discriminatory. P. 140. 

. There is no rule of law requiring that the customers of a public utility 
in such a proceeding as the instant one must be joined as parties. 
P. 140. 

. Where the record discloses no justification for differences in rates charged 
customers by’ a public utility under substantially similar conditions, the 
public utility, by its failure to make available to all the lowest rate 
voluntarily charged, is unlawfully subjecting the customers to which 
this rate is not available to undue prejudices or disadvantages and 
granting preferences and advantages to those enjoying the low rate, and 
such practice is preferential and discriminatory in violation of the 
Federal Power Act. P. 145. 

. It is not necessary for the Commission to conduct a complete rate case 
before removing patent discrimination such as exists in the instant 

134 
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case, for such a construction of the Act would be to render it ineffective 
for the reasonable accomplishment of its intended purposes, P. 145. 

9. There is no reason to assume, on the record, that respondent is rendering 
service at a confiscatory rate to the customers enjoying the lowest rate. 
It is an established principle of regulation that a public-utility rate 
must contain the entiré consideration for the service rendered. P. 146. 

10. A common-sense construction of sections 205 and 206 of the Federal 
Power Act impels the acceptance of the principles announced by the 
courts and by the Interstate Commerce Commission that a rate found 
to be reasonable for the purpose of removing a discrimination may be 
prescribed without making a finding that such rate is just and reason- 
able per se. P. 149. 

11. There is considerable latitude within the zone of reasonableness insofar 
as the level of a particular rate is concerned. The relationship of rates 
within such a zone, however, may result in an undue advantage in 
favor of one rate and be discriminatory insofar as another rate is con- 
cerned. When such a situation exists, the discrimination found to 
exist must be removed. P. 149. 

12. For the purpose of removing a discrimination the Federal Power Act 
is interpreted to mean that the reasonable wholesale rate for any 
class of customers be not higher than the lowest rate charged by the 
vendor public utility to any customer for the same class of service 
under the sanie or substantially similar conditions. P. 149. 

13. Unless there are substantial lawful circumstances which justify a differ- 
ence, the same rate schedule should be made available to all customers 
in a given class. P. 150. 


By THe ComMMISSION : 
OPprInion 


This proceeding was initiated by the Commission on its own motion 
by an order to show cause, adopted March 7, 1939, to determine 
whether the rates charged by the respondent for wholesale electric 
energy furnished to the city of Fergus Falls, Minnesota, should not be 
made available to the village of Marvin, South Dakota, the villages 
of Lake Park and Odessa, Minnesota, the cities of Breckenridge, 
Barnesville, and Ortonville, Minnesota, the Roberts County Power 
Company, and the Minnesota Utilities Company. It involves what is 
frequently termed a “discrimination case” as distinguished from a 
“rate case” and is founded primarily upon section 205 (b) of the 
Federal Power Act which provides: 

No public utility shall, with respect to any transmission or sale subject to 
the jurisdiction of the Commission, (1) make or grant any undue preference 
or advantage to any person or subject any person to any undue prejudice or 
disadvantage, or (2) maintain any unreasonable difference in rates, charges, 


service, facilities, or in any other respect, either as between localities or as 
between classes of service. 


However, the directions there contained with respect to undue pref- 
erence or advantage, undue prejudice or disadvantage, and unreason- 
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able difference in rates, charges, etc., are implemented by section 
206 (a) of the Act which provides: 


Whenever the Commission, after a hearing had upon its own motion or upon 
complaint, shall find that any rate, charge, or classification, demanded, observed, 
charged, or collected by any public utility for any transmission or sale subject 
to the jurisdiction of the Commission, or that any rule, regulation, practice, or 
contract affecting such rate, charge, or classification is unjust, unreasonable, 
unduly discriminatory, or preferential, the Commission shall determine the just 
and reasonable rate, charge, classification, rule, regulation, practice, or contract 
to be thereafter observed and in force, and shall fix the same by order. 


In a footnote below is a statement concerning the subsequent formal 
steps taken in this matter prior to the hearing which was held at 
Fergus Falls, Minnesota, in June, 1939.1 For the purpose of discus- 
sion and convenience, we have grouped the issues in this matter in 
two categories, jurisdictional and substantive. 


JURISDICTIONAL ISSUES 


Respondent contends that we have no authority under the express 
provisions of the Federal Power Act over interstate wholesale rates 
charged to municipalities by public utilities otherwise subject to our 
jurisdiction. In support of its argument, respondent points to section 
201 (b), conferring jurisdiction over “the sale of electric energy at 
wholesale in interstate commerce, * * *,” and particularly to 


section 201 (d), defining the term “sale of electric energy at whole- 
sale,” as meaning “a sale of electric energy to any person for re- 
sale,” in turn, to the definition in subdivision (4) of section 3 that 
“person” means “an individual or a corporation,” then further to the 
term “corporation” defined in subdivision (3) of the same section, 
particularly the last sentence thereof, as not including “municipalities 
as hereinafter defined,” and finally to subdivision (7) of section 3, 
wherein “municipality” is defined as meaning “a city * * *, or 
any other political subdivision * * * of a state competent under 
the laws thereof to carry on the business of developing, transmitting, 
utilizing, or distributing power.” 


On April 15, 1939, the respondent filed its return to the order to show cause, alleging, 
among other things, that certain special considerations and conditions entered into the 
fixing of the rate for the city of Fergus Falls which did not prevail in the rates charged 
the other wholesale customers named in the order. The Commission on May 9, 1939, 
issued a further order finding that the return filed by the respondent failed to set forth 
information sufficient to justify or explain the circumstances which prompted the original 
show cause order and set the matter down for hearing directing the respondent to show 
further cause, if any, (1) why the rates for energy furnished the city of Fergus Falls, as 
provided in respondent’s rate schedule FPC No. 7, should not be made available to the 
municipalities and companies previously named, and (2) why the Commission should not 
find that the rates for energy furnished the named municipalities other than Fergus 
Falls, and the Roberts County Power Company, and the Minnesota Utilities Company are 
unjust, unreasonable, or unduly discriminatory, and why the Commission should not 


determine the just and reasonable rates and charges for such service and fix them by 
order. 
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The practical effect of this argument would be that a utility may 
not discriminate in rates charged private persons or corporations, but 
is at complete and unfettered liberty to indulge in the rankest dis- 
crimination as between municipalities, or as between private customers 
and municipalities, receiving the same service. Such construction of 
the Act would permit us to take action to remove undue advantages 
or preferences, undue disadvantages or prejudices, and unreasonable 
differences as betwen private customers of the public utilities subject 
to our jurisdiction, but, on the other hand, would require us to close 
our eyes and stand idly by, powerless to give relief where munici- 
palities are being subjected to the same unjust treatment. 

To determine our authority over interstate wholesale rates charged 
to municipalities, let us examine all the provisions of the Federal 
Power Act to ascertain the Congressional intention. Chief Justice 
Taney, in an early decision of the Supreme Court of the United 
States, has stated: 


It is not by detached words and phrases that a statute ought to be expounded. 
The whole act must be taken together, and a fair interpretation given to it, 
neither extending nor restricting it beyond the legitimate import of its language, 
and its obvious policy and object. Gayler v. Wilder, 10 How. 477, at 496 (1850). 


Statutes should not be literally interpreted at the expense of the 
reason of the law and so as to produce absurd consequences or fla- 
grant injustice. They are to be construed “so as to avoid absurd or 
glaringly unjust results.” Sorrells v. United States, 287 U. S. 435, at 
450 (1932), As the Supreme Court has aptly pointed out: 

Again, another guide to the meaning of a statute is found in the evil which 
it is designed to remedy; and for this the Court properly looks at contemporane- 
ous events, the situation as it existed, and as it was pressed upon the attention 
of the legislative body. Church of the Holy Trinity v. United States, 143 U. S. 
457, at 463 (1892). 7 

The Federal Power Act of 1935 had its genesis in a desire to im- 
plement State regulation by placing for the first time under the juris- 
diction of a Federal agency electric public utilities, interstate in char- 
acter, considered beyond the sphere of State control, and thereby 
effectively to regulate, among other things, “the sale of electric en- 
ergy at wholesale in interstate commerce.” The congressional dec- 
laration of policy is indicative of the regulation contemplated. This 
declaration, contained in the first paragraph of Part II of the Act 
reads in part as follows: 


It is hereby declared that the business of transmitting and selling electric 
energy for ultimate distribution to the public is affected with a public interest, 
and that Federal regulation of matters relating to generation to the extent pro- 
vided in this part and the part next following and of that part of such business 
which consists of the transmission of electric energy in interstate commerce and 
the sale of such energy at wholesale in interstate commerce is necessary in the 
public interest, * * * . [Italics supplied.] 
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In support of the construction sought, respondent calls attention 
to the “specific and entire exclusion of the municipalities from the 
operation of the Act” by the provisions of section 201(f), which 
provides: 


No provision in this part (Part II) shall apply to, or be deemed to include, 
* * * a State or any political subdivision of a State, * * * unless such 
provision makes specific reference thereto. 

Section 201(f) was expressly inserted in Part II of the Act (and 
to apply to that Part only) to inhibit the regulation of, among other 
things, the activities of a municipality or other State agency en- 
gaging in the transmission or sale at wholesale of electric energy 
in interstate commerce. 

According to respondent’s interpretation of sections 201(d) and 
201(e), a municipality is excluded from consideration in “this part 
and the part next following.” Notwithstanding, it is observed Con- 
gress, under section 306, has given the municipality the right to file a 
complaint against a public utility and, moreover, under section 313, 
the right to have a court review of any order of the Commission by 
which said municipality is aggrieved. Since the most serious, if not 
the only real complaint a municipality could have against a public 
utility would involve the rates charged it for electric energy at whole- 
sale (the Commission has no power to regulate the retail rates of the 
public utility), it is most persuasive Congress intended that we have 
jurisdiction over such wholesale rates. Under the circumstances can 
it be reasonably suggested that Congress, in granting a municipal- 
ity the right to file a complaint, intended the Commission to be with- 
out (as respondent in effect asserts) jurisdiction, power, or authority 
to provide redress in satisfaction thereof? The palpable absurdity 
of the effect of this interpretation when tested against section 306 
is only exceeded by the effect on section 313, where, under the in- 
terpretation of respondent, it is apparent the right of a municipality 
to seek court review of an order entered by this Commission is 
destroyed. 

The practical effect of respondent’s construction would be to create 
a situation where, in the same general vicinity, the citizens of one 
municipality would have the advantage of reasonable rates by regu- 
lation, whereas the citizens of the adjoining municipality could never 
be heard to complain because no agency of either a state or the 
Federal government would have control over the rates charged at 
wholesale for such energy. 

The mere statement of the consequences of the constructivn con- 
tended for by respondent, in our opinion, demonstrates the absurdity 
of that construction, and achieves a result directly opposite to the 
whole spirit of the Federal Power Act. Such a consequence “ought 
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to be avoided, if it can be avoided, without a total disregard of those 
rules by which courts of justice must be governed,” stated Chief Jus- 
tice Marshall in Postmaster General v. Early, 12 Wheat. 136, at page 
145. 


In the enactment of the Federal Power Act, the Congress declared 
that “Federal regulation * * * of * * * business which 
consists of the transmission of electric energy in interstate commerce 
and the sale of such energy at wholesale in interstate commerce is 
necessary in the public interest * * *.” [Italics supplied.] 

Such declaration clearly indicates that the Act then, is a highly 
remedial one, filling a manifest want, is worthy of a hopeful future, 
and on well settled legal principles is to be liberally construed to 
further its life and purpose by advancing the benefits in view and 


retarding the mischiefs struck at. It evidences a public policy 


hammered out on the anvil of public discussion. 

In dealing with a petition charging defendants with violating the 
Interstate Commerce Act by carrying out an agreement involving a 
carriage of coal for less than published rates on file and a discrim- 
ination forbidden by law, the Supreme Court of the United States 
said, in New York, New Haven & Hartford Railroad Company v. 
Interstate Commerce Commission, 200 U. S. 361, at page 391: 


It cannot be challenged that the great purpose of the act to regulate commerce, 
whilst seeking to prevent unjust and unreasonable rates, was to secure equality 
of rates as to all, and to destroy favoritism, these last being accomplished by 
requiring the publication of tariffs, and by prohibiting secret departures from 
such tariffs, and forbidding rebates, preferences, and all other forms of undue 
discrimination. To this extent and for these purposes the statute was remedial 
and is, therefore, entitled to receive that interpretation which reasonably ac- 
complishes the great public purpose which it was enacted to subserve. 


The provisions of the Federal Power Act here involved, if con- 
strued as suggested by respondent, it is believed, would not avoid but 
rather invite glaringly unjust results. Sorrells v. United States, supra. 

Reading the Federal Power Act in the light of its general purposes 
and applying the same with a view to effectuating those purposes, we 
believe that the interpretation sought by respondent must be rejected. 
We conclude, therefore, that authority over the sale of electric energy 
at wholesale in interstate commerce to municipalities by public utili- 
ties within the purview of the Act not only poses a problem over 
which this Commission has jurisdiction but affords us opportunity 
to effectuate the Congressional intention and to exercise jurisdiction 
in a field of great importance to the general public. 

The respondent asserts also that we have no jurisdiction over the 
rates which it charges Minnesota Utilities Company and Roberts 
County Power Company because these two companies were not made 
parties to this proceeding. This contention is untenable. We know 
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of no principle of law which requires a utility’s customers in such a 
proceeding to be joined as parties to a proceeding before a regulatory 
body involving the rates of such utility. This is so fundamental as 
to require no further discussion nor to call for setting out the various 
additional infirmities in this.contention made by respondent. 
Having carefully examined the objections and arguments addressed 
to our jurisdiction made by respondent, we find the issues here in- 
volved are squarely within the jurisdiction of this Commission. 


SUBSTANTIVE ISSUES 


In considering the substantive matters here involved, it would 
appear that these problems can be conveniently narrowed down to 
the following: 

(az) Does there exist undue preference or discrimination within the 
statutory inhibition, and 

(6) If we find that such preference or discrimination exists, are 
we powerless to act until we have concluded a complete “rate case”? 

Let us examine the record concerning the first point. The facts are 
reasonably clear. The respondent is an integrated electric public 
utility system composed of hydroelectric, oil engine, and steam plants, 
interconnected by about 3,500 miles of transmission lines and deliver- 
ing energy to about 300 communities in which it owns and operates 
the distribution system and to approximately 47 communities which 
are served at wholesale. It operates in the States of North Dakota, 
South Dakota, and Minnesota. There seems to be no dispute that the 
respondent is “a public utility,” as defined in the Federal Power Act, 
which owns and operates facilities (1) for the transmission of electric 
energy in interstate commerce, and (2) for the sale of electric energy 
in interstate commerce. Nor is there any dispute that the respondent 
sells electric energy at wholesale in interstate commerce and transmits 
such energy in interstate commerce through facilities owned and 
operated by it to the communities and companies named in the show- 
cause order originally adopted by this Commission. Each of these 
wholesale customers, in turn, distributes energy at retail through its 
own distribution system.? 

The respondent has contracts with each of the aforementioned cus- 
tomers and calls each contract a separate rate schedule. It serves 
the city of Fergus Falls, Minnesota, on the basis of a two-part rate 
containing a demand charge and an energy charge. It serves each 
of the other municipalities at varying rates under a block-form type 
of schedule which, among other things, gives no consideration what- 


2 Except the village of Marvin, South Dakota, of which the foregoing statement was 
true during the course of the proceedings, but which has sold its distribution system to 


the respondent since the close of the hearing. We shall refer to this transaction subse- 
quently. 
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ever to the relationship between the demand placed upon the system 
by the customer and the energy consumed by such customer. The 
Minnesota Utilities and Roberts County companies are each served 
according to a contract under which each company charges the uni- 
form retail rates which the respondent charges in its own retail 
business and pays to the respondent (with slight variations unneces- 
sary to point out here) 35 percent of its total gross revenues received 
from resale at retail. The Fergus Falls rate is the only one which 
takes into account the special characteristics of consumption involved 
in the relationship between demand and energy. 

All respondent’s customers here involved belong in the same gen- 
eral class—wholesale customers, Wide variations in the terms and 
rates charged these customers exist. The average rates paid by 
these wholesale customers of respondent for energy during the year 
1938 ranged all the way from 1.54 cents per kilowatt-hour for Fergus 
Falls to 4.8 cents per kilowatt-hour for Odessa and 5.9 cents per 
kilowatt-hour for Marvin. It is obvious, therefore, that respondent 
has voluntarily made the lowest rates available to Fergus Falls. 

The conditions under which all of these customers receive energy 
from the respondent are substantially similar. The record clearly 
establishes, for example, that there is close similarity among them 
with respect to delivery voltage, seasonal characteristics, facilities 
of the respondent utilized in serving these customers, metering volt- 
age, transformation, type of service, and metering points. It seems 
clear from the evidence that there is no substantial variation in the 
service conditions or in the characteristics of the delivery and sale 
of energy to these customers. This is especially true in view of the 
uncontradicted testimony that a “rate schedule such as the Fergus 
Falls or similar to. that rate schedule would automatically give effect 
to the small variation in load factors” between the customers and 
“would result in a higher average rate for those customers with a 
low load factor than would result for those customers with a high 
load factor.” 

It is of some significance that the testimony of respondent’s wit- 
nesses did not controvert these facts. There is no evidence in the 
record whatever indicating that the cost per kilowatt-hour to respond- 
ent of producing and delivering energy to any one of these customers 
differs from the cost per kilowatt-hour of producing and delivering 
energy to any other one of these customers. Despite respondent’s 
contention that “differences in population warrant differences in 
rates,” it offered no factual basis upon which the differences which 
exist in the form of rate and in the price of energy sold at whole- 
sale to the customers involved in this proceeding under the different 
types of rate can be justified or even rationalized. 


* See chart attached hereto, entitled “Appendix.” 
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The testimony of the respondent’s vice president and general man- 
ager, Kennedy, points out that the rates at which these customers 
are served were fixed by individual negotiation and bargaining 
between the respondent and the municipality or private company 
involved. He thus expressed it on direct examination: 

You understand that in any negotiations there is always a little give and a 
little take. We finally wind up with something that is agreeable to the com- 
pany and agreeable to the customer. 

The rate-making process by which these rates were arrived at is 
illustrated by Mr. Kennedy’s testimony with respect to the Barnesville 
rate: 


Q. Why should the level of rates in that town be on that level as compared 
with Breckenridge? 

A. I personally negotiated the rate; I suggested one rate and they suggested 
another, and we finally came out with that rate. They didn’t ask me and 
they didn’t care about what Breckenridge or Fergus Falls had. They wanted 
to know what they could get and they got this rate. That is how they got 
the rate, how it was arrived at. 


Mr. Kennedy summarized the entire process in the following 
manner: 
Q. Is that the way the other rates were put in, on just a sort of a bargain 


proposition? 


A. Sure; they all are. That is why we-are here in this hearing; they are 
all by bargaining. 


This is clearly illustrative of the genesis of the vice of discrimina- 
tion which regulatory commissions are almost uniformly directed 
to remove by the statutes under which they operate. As a matter 
of fact, the evil of discrimination was one of the prime motivating 
factors of the earliest regulatory statutes. The economic conse- 
quences of discrimination were well noted in Griffin v. Maine Central 
Rathvay Company, P. U. R. 1916—-A, 27, 28, where it is stated: 

Unquestionably of the two evils discrimination in rates is more offensive than 


excessive rates because within reasonable limits shippers can adjust themselves 
to high rates, but not to unequal rates. 


We need not go into the long history of abuses, discriminations, 
preferences, rebates, etc., which were the primary cause of the in- 
hibition against this form of practice in the railroad regulatory 
statutes. The inhibitions originally written into these statutes were 


* See I, Sharfman, The Interstate Commerce Commission, ch. 1, p. 17: 

“* * * the open resort to discriminatory practices by the carriers became a constant 
souree of agitation and complaint. These railroad discriminations assumed many forms, 
but nope was more glaringly wnjugt or more obviously destructive of sound economic 
development than the grant of personal preferenees to favored shippers.” 
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substantially carried over into practically all other utility regulatory 
statutes.° es 

There is one other phase of discrimination which we should men- 
tion. Given a monopolistic position and the right to discriminate, 
an electric utility company is in possession of a strong and unfair 
weapon in its dealings with municipalities. The facts of this case 
point clearly to the manner in which this may come into play. 

Marvin is a village of approximately 150 population. This small 
municipality had its own distribution system through which it served 
its people at retail with the energy which it purchased at wholesale 
from respondent. It is the smallest of the municipalities involved in 
this proceeding, was in the weakest bargaining position, and had the 
highest rate. Since, as Mr. Kennedy testified, rates for each munici- 
pality were determined by bargaining, by “a little give and a little 
take,” it is not surprising that in view of these circumstances Marvin 
was required to pay the highest rates. It paid almost four times 
the price for energy that Fergus Falls pays. Moreover, it is undis- 
puted by the respondent itself that the rates charged to the village 
of Marvin were too high. It appears in large part that the reason 
the rates were maintained at such a high level was to force the village 
out of ownership of its distribution system and to require it to dispose 


of its facilities to the respondent, for Mr. Kennedy further testified 
as follows: 


Q. Is there any reason in your mind why the rates to Marvin should not 
be lower? 

A. You mean wholesale? 

Q. Wholesale. 

A. I think that probably should be, but lowering the rate isn’t going to help 
the situation properly, as under our retail rates they are not in a position, a little 
town like Marvin, with a population of 150, is just out of luck, that’s all. 

Q. Now, looking particularly to the town of Marvin and the rate schedule as 
made available to it, it is a foregone conclusion from the wholesale rates 
that are effective there that there is no possibility of that town selling energy, 
on a rate schedule comparable with anything that is published by the Otter Tail 
Power Company for the retail sale of electric energy to its ultimate: eonsumers, 
is it? 

A. I wouldn’t think so; no. 


Q. From your standpoint, wouldn’t it be desirable to establish a rate to them 
on a basis that would be comparable with the rate charged by the Otter Tail 
Power Company? 


5See A Comparative Survey of Railroad and Public Utility Laws. The Report of a 
Special Committee on Uniform Regulatory Legislation to the National Association of Rail- 
way and Utilities Commissioners (1923), pp. 128-134. 

See also Glaeser, Outlines of Public Utility Economics (1931), p. 237: 

“Another ‘legislative ‘standard containeé’in the public utility laws of practically. all 
states prohibits diserimination in rates or service. The administrative commissions ’are 
given the power to prevent unjust and unlawful discriminations or to prohibit rates and 
practices unduly preferential.” 
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A. Well, not as you suggest but as I might suggest this, that they come in with 
the Otter Tail Power Company and (awe) serve them direct. 

Q. You want them to give up what they own. as a municipality? 

A. We have suggested: Why not sell your distribution and things to us and 
take the same type of rate that a town on the Otter Tail Power Company 
system would have and give it to them. We have made that suggestion. 


Continuing, Mr. Kennedy testified : 


Q. Have you ever had a request from Marvin for a reduction in rates? 

A. I think we have. 

Q. But you haven't seen fit to grant it? ’ 

A. No; beeause we are trying still to tell them that that is not the solution. 
It is not the solution of the problem. It is easy enough to make a reduction 
in rates, but a little later on we will have to meet the same problem again. That 
is not the solution of it. 


After having pointed out that a little town like Marvin “is just out 
of luck, that’s all,” Mr. Kennedy proceeded to testify that “* * * 
a town of that size shouldn’t attempt to buy current.” 


Q. But they might be in a better position if they were buying it at a rate that 
would encourage some further use of it [at] retail? 

A. If you gave them the current—if we were to give them the current evenly, 
they would go to pieces. They know nothing about it. They have a distribution 
system that is going to fall down one of these days and the proper thing for them 
to do is to forget it and let us buy itt. 


Whether or not that was the proper thing for the village of Marvin 


to do, the facts are that it has finally done so. After the conclusion 
of the hearings, Marvin sold its distribution system to the respondent 
on September 19, 1939. ‘Thus, this little municipality which had had its 
own distribution system for many years but which was required to 
pay the highest wholesale rates of all municipalities involved in this 
proceeding, finally capitulated and the respondent achieved its objec- 
tive of acquiring its distribution system. 

The record indicates that the respondent also is convinced that 
Odessa, should not operate a municipal plant. The village of Odessa 
is the next smallest of the municipalities served and has the next highest 
rates. Mr. Kennedy testified concerning it as follows: 

Q. Are you of the opinion that that rate (the rate under which Odessa is 
served by the respondent) is also too high, Mr. Kennedy? 

A. That again is a case where the town shouldn’t be in business. They own 


the telephone and electric-light system, and both of them are about ready to 
collapse. 


* * * * * * 


Q. You will admit it, the rate to Odessa is unreasonable, would you? 
A. No; I wouldn’t want to admit it as unreasonable but—— 

Q. But what? 

A. The rate should be reduced. 
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The foregoing is illustrative of the conditions which may and do 
exist when the sole power to determine rates is left within the hands 
of the utility which has a monopoly of the service and when, in addi- 
tion, the utility has the power to discriminate against customers in a 
weak bargaining position. It clearly illustrates the reasons why 
Congress, following the pattern of the usual regulatory statutes, 
declared such discriminations unlawful. 

An examination of the record discloses (1) that the customers here 
involved are all in the same class, wholesale customers, and that the 
same kind of service under substantially similar conditions is rendered 
to each of them; (2) that there is an absence of showing by respondent 
that substantial lawful differences in cost of service or operating con- 
ditions exist justifying the differences presently existing in rates 
charged to the different customers of respondent involved in this pro- 
ceeding; (3) that the respondent has voluntarily made available to the 
city of Fergus Falls, Minnesota, the rate presently charged by said 
respondent to it; and (4) that although the other communities and 
companies are wholesale customers within the same class or classifica- 
tion as Fergus Falls, said respondent has failed to make available to 
any of them the same rate or charge for services paid by Fergus Falls, 
notwithstanding the admission of the vice president and general 
manager of respondent that the rates to certain of the communities 
should be reduced. 

Upon such a record, therefore, we conclude that respondent, by its 
failure to make available to the other communities and companies 
involved in this proceeding the same rate voluntarily charged Fergus 
Falls, is unlawfully subjecting such other customers to undue preju- 
dices or disadvantages and granting undue preferences or advantages 
to Fergus Falls, and that such practice by respondent is unjust, un- 
reasonable, unduly discriminatory, and preferential, in violation of the 
pertinent provisions of the Federal Power Act. 

Respondent contends that not only is there nothing in the record 
to permit us to remove such discrimination as exists but that if we 
do remove it by requiring the respondent to serve the other customers 
here involved at the Fergus Falls rate, the record shows affirmatively 
that the rates would not only be unjust and unreasonable but confisca- 
tory. This contention would appear to require this Commission, 
before being able to remove a patent discrimination, such as here exists, 
to conduct a complete “rate case.” To accept such a construction of 
the applicable provisions of the Federal Power Act would be to 
render it ineffective for the reasonable accomplishment of its intended 
purposes. 

The respondent apparently claims that it is now selling energy to 
Fergus Falls at less than cost. Hence the argument is made that 
obvious as the discrimination may be, we are powerless to require 
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respondent to remove it and to serve the other customers involved in 
this proceeding at the Fergus Falls rate, all because respondent, itself, 
has voluntarily undertaken to serve Fergus Falls at a confiscatory rate. 
We do not at this time go into the method by which the respondent 
purports to arrive at a cost of generation and transmission since it 
would serve no useful purpose here. We observe that the record is 
barren of evidence of cost of service to these customers. We point out, 
too, that the respondent, itself, fixed the Fergus Falls rate and there 
is nothing before us to show that the respondent voluntarily undertook 
to serve Fergus Falls under such conditions as would result in confisca- 
tion of the respondent’s property. In this connection we are reminded, 
as Mr. Justice Cardozo pointed out in Dayton Power and Light 
Company v. Public Utilities Commission, 292 U. S. 290, 312, that: 

It is a strain on credulity to argue that the appellant, when putting into effect 
a new schedule of charges, was satisfied with one productive of so meager a re- 
turn * * * The argument proves too much; * * * Men do not transact 
business without protest at confiscatory rates, at all events in the absence of 
extraordinary circumstances making submission to the loss expedient * * *. 

Respondent claims that there are special considerations involved 
in its dealings with Fergus Falls which are reflected in the Fergus 
Falls rate so that the money which it receives from the Fergus Falls 
rate does not represent the entire consideration moving to the re- 
spondent from the city for the service. We have examined the record 
in this respect and find no basis therein for coming to a conclusion 
that the Fergus Falls rate does not stand on its own or was arrived 
at by any process than the usual process of negotiation described by 
the respondent’s vice-president Kennedy. It would appear, however, 
that because of its superior bargaining position, Fergus Falls was in 
a better position to negotiate than Marvin, Odessa, and the others. 

The respondent in any event has no standing to assert a claim of 
special consideration in fixing the Fergus Falls rate for it is an 
established principle of regulation that a public utility rate must 
contain the entire consideration for the service rendered, as was aptly 
said by the court in Chicago, Indianapolis and Louisville Railway 
Company v. United States, 219 U. S. 486, 496: 

The decisive question in this case is whether the contract between the railway 
company and the Munsey Company is repugnant to the acts of Congress regu- 
lating commerce. In other words, could the company, in return for the trans- 
portation which it agreed to furnish and did furnish to the Munsey publisher 
over its interstate lines, and to his employes and to the immediate members 
of his and their families, accept as compensation for such service anything 
else than money, the amount to be determined by its published schedule of 
rates and charges? Upon the authority of Louisville 4 Nashville R. R. Co. v. 
Motiley, ante p. 467, just decided, and according to the principles announcéd 


in the opinion in that case, the answer to the above question must be in the 
negative. The acceptance by the railway company of advertising, not of 
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money in payment of the interstate transporation furnished to the publisher 
of the Munsey magazine, his employes aid the immediate members of his and 
their families, was for the reasons given in the Mottley case, in violation of 
the commerce act. The facts in the present case show how easily, under any 
other rule, the act can be evaded and the object of Congress entirely defeated. 
The legislative department intended that all who obtained transportation on 
interstate lines. should be treated alike in the matter of rates, and that all 
who availed themselves of the services of the railway company (with certain 
specified exceptions) should be on a plane of equality. Those ends cannot 
be met otherwise than by requiring transportation to be paid for in money 
which has a certain value known to all and not in commodities or services 
or otherwise than in money. 


The same principle is enunciated in Fullerton Lumber Company v. 
Chicago, Milwaukee, St. Paul & Pacific Railroad Company, 282 U. S. 
520, 521: 


It has long been settled that payment of a carrier’s charges must be made 
in money; and that the payment must be cash as distinguished from credit. 
The purpose of the requirement is solely to prevent rebates or unjust discrimina- 
tion and to ensure observance of the tariff rates. Compare Chicago & Norih 
Western Ry. v. Lindell, 281 U.8.14,16 * * *, 


In the Lindell case referred to the Court said, at page 16: 


The purpose of the Act to prevent discrimination has been emphasized by 
this court and is well known. Since its enactment carriers may not accept 
services, advertising, property or a release of claim for damages in payment 
for transportation. They are required to collect the established rates, charges 
and fares from all alike in cash. 

While the foregoing decisions involve language expressly forbidding 
acceptance of compensation different from that specified in published 
rates, in statutes prohibiting rebates and other forms of unjust rate 
discrimination, we see no reason why the rule announced therein should 
not be made applicable here. 

The Supreme Court of the State of North Carolina in the case of 
Salisbury and Spencer Railway Company v. Southern Power Company, 
101 S. E. 593 (1919), 102 S. E. 625 (1920), 105 S. E. 28 (1920), had 
before it a case arising out of an attempt by the Southern Power Com- 
pany at the expiration of a contract with the Salisbury and Spencer 
Railway Company, to increase the rates and charges for electric 
energy. Southern Power Company supplied energy to a subsidiary 
company, Southern Public Utilities Company, at a rate which was 
less than the old rate charged the railway company and likewise mate- 
rially less than the new rate which the power company sought to 
impose. The case went to the Supreme Court of North Carolina three 
times and the court repeatedly insisted that the lowest rate which 
the power company voluntarily maintained was the rate which the 
power company was required to establish for service to the railway 
company so that there might be no discrimination among its customers 
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in the same class. The court was careful, however, to point out that 
the adoption of such a rate by the court in order to remove discrimina- 
tion was not tantamount to an order fixing the rate nor was the power 
company required to continue to maintain that level of rates but so 
long as it voluntarily maintained a lower rate to a customer in the 
same class, all other customers were entitled to that rate. The court, 
speaking through the chief justice, on the last appeal said : 


This well-recognized principle of law has already been correctly stated by this 
court in this case, by the chief justice, 179 N. C, 34, 101 S. BE. 601, where it is said: 

“It will not be difficult for the court, upon the hearing, to determine the 
lowest rate charged by the defendant for current and power furnished cotton 
mills, factories, municipalities, or other public service companies, under the 
same or substantially similar conditions. The lowest rate thus established 
will automatically become the proper rate to be charged the plaintiffs for such 
service. Otherwise, the defendant will still be unlawfully discriminating against 
the plaintiffs.” 

By the application of this doctrine the court does not fix defendant’s rates, 
but simply adopts the lowest rates which the defendant power company itself 
has fixed for the same, or substahtially similar service. 


In a related case the Circuit Court of Appeals for the Fourth Cir- 
cuit confirmed the conclusion of the North Carolina State Supreme 
Court in North Carolina Public Service Company v. Southern Power 
Company, 282 Fed. 837. ; 

The Supreme Court of the United States in the case of Alabama and 
Vicksburg Ry. Co. v. Mississippi R. R. Comm., 203 U. S. 496 (1906) 
had under consideration an order of the Railroad Commission of 
the State of Mississippi which required that all shipments of grain 
products between two points in the state were to be handled at the 
same rate. The order was designed to remove discrimination result- 
ing from a rebilling rate which was only available to shippers who 
had within 90 days received like shipments over plaintiff’s railroad. 
In the Supreme Court of the United States it was contended that the 
rate fixed was less than the actual cost of haulage. The court, in 
reply to this contention, stated: 


While it may be true that a local railway’s share of an interstate rate may not 
be a legitimate basis upon which a state railroad commission can establish and 
enforce a purely local rate, yet whenever, under the guise or pretense of a 
rebilling rate, some merchants are given a low rate the commission is justified 
in making that rate the rate for all. It is not bound to inquire whether it fur- 
nishes adequate return to the railway company, for the State may insist upon 
equality, to be enforced under the same conditions against all who perform a 
publie or quasi-public service. When voluntarily the Vicksburg company estab- 
lished a local rate of 3% per cent from Vicksburg to Meridian for those who had 
within 90 days made a shipment over the Shreveport road, it estopped itself 
from complaining of an order making that rate applicable to all shipments, no 
matter whence they arose, and in favor of all merchants, whether those trans- 
porting over the Shreveport road or not. * * * 





7 aerP: =” 


ePoRe 


OTTER TAIL POWER COMPANY 149 


Even if a State may not compel a railroad company to do business at a loss 
and conceding that a railroad company may insist, as against the power of the 
State, upon the right to establish such rates as will afford reasonable compensa- 
tion for the services rendered, yet when it voluntarily establishes local rates for 
some shippers it cannot resist the power of the State to enforce the same rates 
for all. The State may insist upon equality as between all its citizens, and that 
equality cannot be defeated in respect to any local shipments by arrangements 
made with or to favor outside companies, 


The Court, in Western Union Telegraph Company v. Call Publishing 
Company, 181 U. S. 92, 100 (1902), has very pointedly stated that 
“all individuals have equal rights both in respect to service and 
charges.” 

In fact, for many years the Interstate Commerce Commission has 
administratively interpreted provisions of the Interstate Commerce 
Act, similar to the rate provisions of the Act before us, as empowering 
that Commission to prescribe a rate found to be reasonable for the 
purpose of removing a discrimination without making a finding that 
it is just and reasonable per se. Alexander Sprunt & Son v. United 
States, 23 F. (2d) 874, 878, where a three judge court approved such 
interpretation as a fair construction of the words “just and reason- 
able” rates. A common sense construction of sections 205 and 206 of 
the Federal Power Act impels us to accept the principles announced 
in the foregoing cases as being equally applicable in solving the 
problem with which we are confronted in this case. 

It occurs to us that one rate in its relation to another rate may be 


discriminatory, although each rate per se, if considered indépendently, 


might fall within the zone of reasonableness. There is considerable 
latitude within the zone of reasonableness insofar as the level of a 
particular rate is concerned. The relationship of rates within such a 
zone, however, may result in an undue advantage in favor of one rate 
and be discriminatory insofar as another rate is concerned. When 
such a situation exists, the discrimination found to exist must be 
removed. 

For the purpose of removing a discrimination we interpret the 
statute to mean that the reasonable wholesale rate for any class of 
customers be not higher than the lowest rate charged by vendor utility 
to any customer for the same class of service under the same or sub- 
stantially similar conditions. If a complete “rate case” is to be con- 
ducted before the patent discrimination existing in the instant case 
is to be removed, such would obviously place a strained construction 
on the Act and render it ineffective for the expeditious removal of 
unjust discriminations. 

From the foregoing, it would appear that the rates at which energy 
is sold to the communities and companies involved in this proceeding 
should be the same. By this we do not mean that the average price 
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per kilowatt-hour paid by each customer must be the same, but that, 
unless there are substantial lawful circumstances which justify a dif- 
ference, the same rate schedule should be made available to all customers 
in a given class. 

Since, as disclosed by the record, the communities and companies 
involved in this proceeding are wholesale customers of respondent 
within the same class or classification and respondent has not made 
available the rate voluntarily charged Fergus Falls, the lowest of the 
rates here involved, to any other of the said communities or companies, 
we conclude, therefore, respondent should be required to make such 
rate so available. 

FINDINGS 


Upon consideration of the order to show cause, return thereto by 
respondent, the evidence adduced at the public hearing upon the 
issues and the briefs filed, in the above-entitled matter, the Commission 
finds as follows: 

1, The respondent, Otter Tail Power Company, is a corporation 
organized under the laws of the State of Minnesota, owns and operates 
generating plants in the States of Minnesota and North Dakota, sup- 
plying electric energy to an interconnected electric transmission sys- 
tem, approximately 3,500 miles in length, in the States of Minnesota, 
North Dakota, and South Dakota, is engaged in the generation, trans- 
mission, and sale of electric energy by means of facilities owned and 
operated by it for distribution to the public in approximately 300 
cities, towns, villages, and communities, and the sale at wholesale té 
approximately 47 other communities for resale to the public. 

2. The respondent, by means of facilities owned and operated by it, 
transmits in interstate commerce and sells at wholesale in interstate 
commerce electric energy to the villages of Lake Park and Odessa, 
Minnesota, the cities of Barnesville, Breckenridge, Ortonville, and 
Fergus Falls, Minnesota, the Roberts County Power Company, and 
the Minnesota Utilities Company, for resale to the public. 

3. The respondent, by means of facilities owned and operated by it, 
transmitted in interstate commerce and sold at wholesale in interstate 
commerce electric energy to the village of Marvin, South Dakota, up 
to approximately September 1939, at which time said village sold its 
distribution system to the respondent. 

4, Respondent is a “public utility” within the meaning of the 
Federal Power Act. 

5. The transmission and the sale by respondent of electric energy 
to the municipalities and companies named in finding 2 is a trans- 
mission in interstate commerce and a sale at wholesale in interstate 
commerce of such energy within the meaning of the provisions of the 
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Federal Power Act, and as such, together with the rates and charges, 
demanded, observed, charged, or collected by respondent for’ such 
energy, as well as the rules, regulations, practices or contracts of 
respondent affecting such rates and charges are subject to the juris- 
diction of this Commission. 

6. The villages of Lake Park and Odessa, Minnesota, the cities of 
Barnesville, Breckenridge, Ortonville, and Fergus Falls, Minnesota, 
the Roberts County Power Company, and the Minnesota Utilities 
Company, purchasing electric energy from respondent, are in the same 
general class or classification, namely, purchasers of electric energy 
at wholesale for resale to the public. 

7. Electric energy is delivered to the villages of Lake Park and 
Odessa, Minnesota, the cities of Barnesville, Breckenridge, Orton- 
ville, and Fergus Falls, Minnesota, the Roberts County Power Com- 
pany, and the Minnesota Utilities Company by respondent under 
conditions which are the same or substantially similar with respect 
to delivery voltage, seasonal characteristics, facilities of the respond- 
ent devoted to such service, metering and transformation. 

8. Respondent sells and delivers electric energy to the wholesale 
customers involved in this proceeding under the same or substantially 
similar conditions of service. 

9. Rates and charges demanded, charged, and collected by respond- 
ent from each of the wholesale customers of respondent involved in 
this proceeding were voluntarily established by respondent. 

10. Wide variations and unreasonable differences exist in the pres- 
ently existing rates voluntarily established and maintained by re- 
spondent to each of the named wholesale customers here involved. 

11. The lowest rate among all rates voluntarily made available by 
respondent to any of the communities or companies involved in this 
proceeding is the rate made available to the city of Fergus Falls, 
Minnesota. 

12. The record is lacking in proof that substantial lawful circum- 
stances exist justifying the differences presently existing in the rates 
charged by respondent to the different wholesale customers involved 
in this proceeding. 

13. Although the villages of Lake Park and Odessa, Minnesota, the 
cities of Barnesville, Breckenridge, and Ortonville, Minnesota, the 
Roberts County Power Company, and the Minnesota Utilities Com- 
pany are wholesale customers within the same class or classification 
as the city of Fergus Falls, Minnesota, respondent (a) has failed with- 
out lawful justification to make electric energy available to any of 
them at the same rate or charge voluntarily established and made 
available to the city of Fergus Falls, Minnesota, (b) is unlawfully 
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subjecting to undue prejudice and disadvantage the villages of Lake 
Park and Odessa, Minnesota, the cities of Barnesville, Breckenridge, 
and Ortonville, Minnesota, the Roberts County Power Company and 
the Minnesota Utilities Company, and (c) .is unlawfully granting 
undue preference and advantage to the city of Fergus Falls, Minne- 
sota; and, such practices by respondent are unjust, unreasonable, un- 
duly discriminatory and preferential, and unlawful, in violation of 
the provisions of the Federal Power Act. 

14. Respondent, as long as it maintains the present difference in 
the rates demanded, charged, and collected of the wholesale customers 
involved in this proceeding, is maintaining unjust, unreasonable, and 
unlawful differences in rates and charges between the city of Fergus 
Falls, Minnesota, and the villages of Lake Park and Odessa, Minne- 
sota, the cities of Barnesville, Breckenridge, and Ortonville, Minne- 
sota, the Roberts County Power Company, and the Minnesota Utilities 
Company, in violation of the provisions of the Federal Power Act. 

15. The nondiscriminatory and relatively just and reasonable rate, 
as between members of a class who are served under the same or 
substantially similar conditions, is the lowest rate voluntarily main- 
tained for any member of such class by respondent. 

16. Respondent, as long as it continues the rate presently being 
made available to the city of Fergus Falls, Minnesota, should make 
the same rate available to the villages of Lake Park and Odessa, 
Minnesota, the cities of Barnesville, Breckenridge, and Ortonville, 
Minnesota, the Roberts County Power Company, and the Minnesota 
Utilities Company. 

17. Respondent, as long as it continues the rate presently being 
made available to the city of Fergus Falls, Minnesota, should cease 
and desist from demanding of, charging to, and collecting from the 
villages of Lake Park and Odessa, Minnesota, the cities of Barnes- 
ville, Breckenridge, and Ortonville, Minnesota, the Roberts County 
Power Company, and the Minnesota Utilities Company, its present 
rates to such communities and companies. 

18. The Roberts County Power Company and Minnesota Utilities 
Company are not necessary parties to this proceeding. 

An appropriate order will be entered in accordance with this opinion 
and findings. 

Lexanp Oxps. 
Joun W. Scorr. 
Cryve L. Seavey. 
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Order Requiring Removal of Discrimination in Rates and Charges 


Otter Tail Power Company 
(IT-5544) 


Upon consideration of the order to show cause, return thereto by 
respondent, Otter Tail Power Company, the evidence of record, and 
the briefs filed, in the above entitled matter, the Commission, having 
on this date made and entered its opinion in this matter, containing 
its findings of fact and conclusions therefrom, which opinion, find- 
ings, and conclusions are hereby referred to and made a part hereof, 

It is ordered by the Commission that: 

(A) Respondent, Otter Tail Power Company, within 30 days from 
receipt of this order, shall file with the Commission rate schedule 
supplements to existing agreements in conformity with the numbered 
sub-sections which follow: 

(1) The rates and charges contained in Otter Tail Power Company 
rate schedule FPC No. 7 for the sale and delivery of electric energy 
to the city of Fergus Falls, Minnesota, shall be filed as a supplement 
to and supersede the rates and charges contained in the following 
rate schedules of the Otter Tail Power Company: 


FPC No. 1: Roberts County Power Company. 

FPC No. 3 and Supp. No. 1: City of Breckenridge, Minnesota. 
FPC No, 5: City of Barnesville, Minnesota. 

FPC No. 6: Village of Lake Park, Minnesota. 

FPC No. 8: Village of Odessa, Minnesota. 

FPC No. 9: Minnesota Utilities Company. 

FPC No. 10: City of Ortonville, Minnesota. 


(2) The rate schedule supplements provided in (1) above shall 
become effective as to all bills regularly rendered on and after the 
date on which the suppléments required by (1) above are duly filed 
with the Commissien ; 

(B) Respondent, Otter Tail Power Company, on and after the 
date the rate schedule supplements provided in (A) above become 
effective shall cease and desist from demanding of, charging to, and 
collecting from the communities and companies, other than the city 
of Fergus Falls, Minnesota, named in (A) above any other or differ- 
ent rates and charges than provided in Otter Tail Power Company 
rate schedule FPC No. 7; 

(C) Motions by respondent, Otter Tail Power Company, to dismiss 
for want of jurisdiction in this Commission be and the same are 
denied ; ; 

(D) Motion by respondent, Otter Tail Power Company, to dismiss 
for want of sufficient evidence of record be and the same is denied. 
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CONCURRING AND DISSENTING OPINION 
Draper, COMMISSIONER : 

I agree with the majority that the rates now charged by the re- 
spondent to the wholesale customers involved are unduly discrim- 
inatory and preferential in violation of section 205 (b) of the Federal 
Power Act, but I do not concur in the order requiring the respondent 
to make the rates and charges contained in its rate schedule FPC 
No. 7 the legal rates for the other seven wholesale customers involved. 
I feel that the record discloses a grave question as to the lawfulness 
of the rates and charges contained in said rate schedule, 

In my opinion, the respondent should be ordered to remove the 
existing undue discrimination and preference by filing with the Com- 
mission a schedule of non-discriminatory rates applicable to the eight 
wholesale customers here involved, which would be just and reason- 
able rates under the circumstances and conditions based upon its 
experience for the past few years, including the year 1939. 

I am convinced that the Commission has ample authority under the 
Act not only to forbid discrimination but to fix a just, fair, and 
reasonable rate to end such discrimination. I believe, however, that 
the record in this case does not support the finding as proposed, i. e., 
Fergus Falls rate is a reasonable rate to remove the discrimination. 

I feel constrained to add that if, after hearing, a rate is found to 
be reasonable for the purpose of removing discrimination, I do not 


feel that the Commission need go into the reasonableness per se, of 
such a rate. 


DISSENTING OPINION 
Manty, Commissioner, dissenting: 

I am in accord with the majority of the Commission in finding 
that there is undue discrimination on the part of the Otter Tail 
Power Company in the rates charged for electric energy sold in 
interstate commerce to at least some of the several municipalities 
and other wholesale customers named in) this proceeding. It is 
clearly the duty of this Commission to eliminate such discriminations 
and preferences as are shown to exist and there is no question in 
my mind that we possess the authority under the Federal Power Act 
to accomplish this end effectively and expeditiously. 

There is also nothing novel or objectionable in holding that, where 
undue discrimination exists, a utility may be required to make avail- 
able to all customers within the same general class, who are served 
under substantially the same conditions, the lowest schedule of rates 
and charge that has been lawfully established for that class of 
service. This is true whether such rate schedule has been voluntarily 
fixed by the utility or has been established against its will through 
proper proceedings by a regulatory commission. 

It seems to be clear also that the Commission in requiring a law- 
fully established rate to be made available for the purpose of remov- 
ing discrimination, need not find that such base rate is just and 

















OTTER TAIL-POWER COMPANY 159 





reasonable per se. On all these points my views are in substantial 
accord with those of the majority. 

But it is equally clear, in my opinion, that the rates and charges 
selected by the Commission as a base and required to be made avail- 
able to other customers for the purpose of removing discrimination 
must in fact be a valid rate schedule, the terms and conditions of 
which are not confused with or influenced by ulterior material con- 
siderations, which are not properly part of such a rate schedule. It 
is necessary also that all the customers to whom such rate is made 
available shall be not only of the same general class but shall also 
be substantially similarly situated as regards the cost of rendering 
service. 

These fundamental conditions, in my opinion, are not met in the 
order, approved by the majority of the Commission, requiring the 
Otter Tail Power Company to render service to five municipal dis- 
tribution systems and two utilities at “the rates and charges contained 
in Otter Tail Power Company rate schedule F. P. C. No. 7 for the 
sale and delivery of electric energy to the city of Fergus Falls, 
Minnesota.” 

There is some reason to question whether this so-called rate sched- 
ule FPC No. 7, which is ordered substituted for the corresponding 
provisions in existing contracts, is a valid rate schedule within the 
meaning of the Federal Power Act and the rules and regulations 
of this Commission. It is in fact an agreement or contract between 
the Otter Tail Company and the city of Fergus Falls, signed in April 
1935, not only fixing the terms and conditions for the sale of electric 
energy by the utility to the city’s distribution system, but also covering 
the disposition of important contractual and property rights and 
obligations created under the terms of another contract, then existing, 
which had been in effect since 1912 and would have con‘inued until 
1937. These rights and obligations related to such matters as the 
city’s water rights in the Otter Tail river on which the power com- 
pany’s generating station is located, the waiver of the right of the 
city under the preceding contract to acquire that plant, and the obliga- 
tion of the power company to furnish water free to the city from its 
reservoir. 

Whether or not these complex provisions were, as alleged by the 
power company, material considerations which did in fact influence 
the schedule of rates and charges for the sale of electric energy to 
the city, as set forth in paragraph 6 of the contract, there would seem 
to be no question but that they have no place in a valid electric rate 
schedule. They must inevitably becloud any determination of the 
justice and reasonableness of such rates and the practice of including 
such extraneous provisions in rate schedules or contracts has generally 
met with the condemnation of commissions and courts. 
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It is not necessary to weigh the somewhat cloudy evidence in this 
case as to the materiality of these particular considerations at the 
time the present contract was signed or explore the ancient history 
of the relations between the city and the power company to determine 
how far they may have influenced the rates and charges for electric 
service. There are in the contract itself other clear-cut and material 
considerations which have a direct bearing upon rates and charges 
and substantially differentiate the business of supplying electric 
energy to Fergus Falls from the other municipalities and utilities 
here under consideration. 

In the first place, under the contract (FPC No. 7) the point of 
delivery of electric energy for the city of Fergus Falls is specified by 
section 2 as being “at the switchboard at the powerhouse at the Wright 
Dam of the power company in the city of Fergus Falls, Minnesota.” 
This appears to bring the service rendered to Fergus Falls sub- 
stantially within the terms of the definition, approved by this Com- 
mission, of “At Site Power,” as set forth in the rate schedules of the 
Bonneville project (schedule A-2), at least to the extent of the energy 
supplied from generating stations located within 15 miles of the 
Fergus Falls delivery point. This definition classifies as “At Site 
Power” that which is delivered at the bus bars of the power plant or 
at points adjacent thereto and consumed within a radius of 15 miles. 

Five hydro plants and one steam plant of the Otter Tail Power 
Company are located in Fergus Falls or its immediate vicinity (ex- 
hibit 33) and have a combined capacity and output greatly in excess 
of the requirements of the city. While the record does not disclose 
the exact extent to which Fergus Falls is supplied from these local 
sources, it would appear that the bulk of the energy is derived there- 
from. It may be noted also that any deficiency that may arise from 
the inadequacy of these local plants would be supplied from the 
Wahpeton base-load plant which is only about 20 miles from 
Fergus Falls (See exhibit 19) and therefore comes approximately 
within the 15-mile radius of the “At Site” definition. 

The Commission’s witness, Dunstan, testified that all the other 
interstate wholesale customers involved in the present proceeding are 
served from the company’s 40,000-volt transmission system, except 
Breckenridge, which is served by a short stub line from the Wahpeton 
plant. 

This Commission, in approving the rates for the Bonneville proj- 
ect, has recognized the reasonableness of a differential in rates as 
between service “At Site” and service from the high-tension trans- 
mission system. On this basis the Bonneville “At Site” rate for 
“prime power” is fixed at $14.50 per kilowatt-year and the transmis- 
sion-line rate is fixed at $17.50. This is a differential of 20.7 percent, 
clearly indicating the wide variation in rates which this Commission 
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has formally recognized as applying to these two classes of service. 
It is not suggested that Fergus Falls, because of its location, is 
entitled to any such differential. The Otter Tail hydros are so small 
and variable in operation so that the liydro power generated is by no 
means “firm.” It is urged merely that its location “At Site” is a 
factor which differentiates it from other customers, under the prece- 
dents recognized by this Commission. 

In the second place, the so-called rate schedule in question (Fergus 
Falls-Otter Tail Contract—FPC No. 7) provides in section 7 that 
in the event any taxes are levied “under the provisions of any law 
* * * by reason of, based upon, or determined by the electricity 
sold by the power company to the city” the rates shall be increased in 
an amount equivalent to such taxes. This is a guarantee which no 
city could prudently have undertaken except as a material considera- 
tion affecting the level of rates. None of the contracts with other 
cities—Barnesville, Breckenridge, Lake Park, Odessa, and Orton- 
ville—contains any such tax-guarantee clause. 

Finally, in section 1 of the contract the city of Fergus Falls agrees 
to limit its sales to “public and private lighting and cooking, and 
for all domestic and municipal purposes, but for no other purposes.” 
This reserves to the power company the exclusive right to serve com- 
mercial, industrial, and all other customers using energy for any- 
thing other than municipal purposes and domestic lighting and 
cooking. While there appears to be no evidence in the record to 
show how profitable this reserved business is, there is no doubt that 
the company would have let the city have it if they had not regarded 
this privilege as valuable. Equally important as affecting the matter 
of substantial similarity of conditions of service under the order; no 
other municipality appears to have accepted such a restriction. On 
the contrary the city of Ortonville in section 10 of its contract spe- 
cifically reserved to itself as a valuable consideration the exclusive 
right to serve not only Ortonville but also Big Stone City and the 
quarry district adjacent thereto. 

In view of these considerations, which may have materially 
affected the rates set forth in the contract between the power com- 
pany and the city of Fergus Falls, and because of the substantial 
differences between the conditions affecting electric service to that 
municipality and the other customers here involved, I. cannot join 
in the order requiring that the so-called Fergus Falls rate schedule 
(FPC No. 7) be substituted for the retes embodied in other existing 
contracts. 

In addition to the difficulties above described, there are others 
which may be of an even more fundamental character. For example, 
the Fergus Falls rate appears to be related in some degree to the tax 
guarantee clause above described. Ifthe somewhat indefinite language 
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of the order requiring the substitution‘of this rate is interpreted as 
not including this tax clause, the Commission, in making this rate 
generally available, would certainly not be including all the terms and 
conditions of the contract which may have a direct and material 
bearing upon the cost of rendering service. If, on the other hand, 
it should be held that the order requires the other customers who 
receive the benefits of the Fergus Falls rate to accept the obligation 
of the tax guarantee, statutory as well as constitutional obstacles 
would at once arise. 

By what authority could this Commission require a municipality 
or other political subdivision of a sovereign state to guarantee a 
utility against tax increases? 

Finally, it is not certain that all the customers affected by this 
blanket order substituting the Fergus Falls rate for the rates in their 
existing contracts would be benefited by or would desire the change. 
The average charge for three of the four communities served by 
the Minnesota Utilities Company would be materially increased (See 
exhibit 37). Furthermore questions asked at the hearing by the 
representative of the city of Ortonville seemed to indicate doubt 
as to whether the Fergus Falls rate would be preferable to the 
existing Ortonville rate. 

While increases as well as decreases of rates may be required to 
remove undue discriminations, certainly it is difficult to find that 
undue discriminations exist in such cases as Minnesota Utilities and 
Ortonville, where the differences in average charges relative to 
Fergus Falls are comparatively small (1.79 cents and 1.65 cents as 
against 1.54 cents, respectively) and where such differences are the 
result of voluntary, arms length contracts and are reasonably related 
to the existing conditions of service. 

These objections to the order requiring the substitution of the 
Fergus Falls rate for the rates now in effect for the other wholesale 
purchasers of interstate energy do not mean that the Commission is 
without authority to grant these municipalities and utilities prompt 
and effective relief. The Commission, upon its finding of undue 
discrimination in this case, clearly has the authority to require the 
Otter Tail Power Company to remove the discrimination by filing, 
subject to Commission approval, just and reasonable rates for the 
communities and utilities discriminated against, together with such 
evidence as the Commission may require to determine whether such 
new rates meet the requirements of the Federal Power Act. 

That is the course I believe should be pursued. Short cut methods 
in rate regulation may be highly desirable, in order to save the 
Government, the utilities, and the consumers, where possible, the 
expense and delay attendant upon involved rate cases. Nevertheless 
such methods cannot achieve their ends or escape shipwreck in the 
courts unless they are sound as regards both facts and procedure. 





IN THE MATTER OF 


NORTHERN STATES POWER COMPANY (WISCONSIN), 
LICENSEE 


Determination of the Proper Accounting for Disallowed Items of Cost 


EP-108 
(Decided May 7, 1940) 
Syllabus 


1, On rehearing, a licensee cannot maintain that it had no opportunity 
to be heard on the question of whether it may be required to transfer 
disallowed items from project accounts to other accounts, for in previous 
hearings the issue presented was whether or not the items were prop- 
erly included in the project accounts as actual legitimate original cost 
of the project, the determination of which involved disposition of these 
items, for, as a matter of accounting, if the items were not to be 
included in actual legitimate original cost, they should be charged to 
surplus or surplus reserve accounts. Upon this question the company 
had a full hearing. P. 165. 

. The only cost for licensed projects recognized by the Federal Power 
Act is that determined in accordance ‘with the I. C. ©. 1914 classifi- 
cation, insofar as applicable and except as limited by the Federal Power 
Act. The I. C. C. 1914 classification makes no distinction between 
“original cost” and “actual legitimate original cost,” and there is 
nothing in the statutory limitations which would require or permit such 
a distinction to be made. P. 166. 

. Actual legitimate original cost determinations are binding upon the 
licensees for all accounting purposes, making “original cost” identical 
with “actual legitimate original cost.” P. 166. 

. The Federal Power Commission has authority to prescribe a uniform 
system of accounts and to order a licensee to transfer items from one 
account to another in compliance with the provisions of the Com- 
mission’s Uniform System of Accounts. P. 166. 

. It is important that the actual legitimate original cost of licensed proj- 
ects be established as early. as pessible and that subsequent changes 
in the fixed capital be periodically determined to the end that the 
accounts be properly stated to reflect only such costs. P. 167. 

. In the administration of the functions of the Federal Power Commission 
under the Act (particularly under sections 10 (d), 10 (e), 20, 304 (a), 
807, 309, and 311) it is highly important that the Commission have 
information based upon the uniform system of accounts and that the 
books of the licensees properly reflect such accounts. P. 167. 

. The Federal Power Commission’s order requiring transfer of certain 
items from the project accounts to other accounts is not invalid be- 
cause a state commission may arrive at different conclusions in respect 
of the accounting disposition of the items in question, nor would the 
licensee be rendered unable to comply with the orders of a state 
commission. P. 168. 
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8. While the Federal Power Commission’s Uniform System of Accounts 
may not preclude accounting regulation by the States, that does not 


mean that any State regulation may be imposed to the exclusion 
of the Commission’s. P. 168. 


9. The provision of section 301 (a), providing that “nothing in this Act 
shall relieve any public utility from keeping any accounts, memoranda, 
or records which such public utility may be required to keep by or 
under authority of the laws of any State” only means that, under the 
Federal Power Act, the licensee does not, by virtue of being subject 
to the Power Commission’s regulation, become immune from account- 
ing regulation by a State commission, and there is no reason why the 
licensee may not comply with a State regulation requiring that 
additional accounts be set up... P. 168. 


By THE CoMMISSION : 

In two opinions (/n the Matter of Northern States Power Company, 
1 F. P. C. 329 and 1 F. P. C. 597), issued on August 11, 1936, and 
June 27, 1939 respectively, we considered and passed on the actual 
legitimate original cost of project No. 108 of the Northern States 
Power Company (Wisconsin), hereinafter referred to as “licensee.” 
On the latter date we issued an order in which we determined that 
the actual legitimate original cost of the project as of December 31, 
1927, was $910,270.28, and disallowed items aggregating $208,526.72 
claimed as part of such cost. We ordered, inter alia, that the items 
disallowed be transferred from the licensee’s project accounts to the 
appropriate surplus or surplus reserves accounts, in accordance with 
the uniform system of accounts prescribed for public utilities and 
licensees, and that the licensee execute and submit FPC form No. 76 
showing compliance with the order. 

In an application for rehearing, filed on August 7, 1939, the licensee 
intimated that it had been given no opportunity to be heard on the 
question whether the amounts disallowed as project costs should be 
transferred to surplus or surplus reserves accounts; alleged that in 
compliance with the provisions of the uniform system of accounts the 
licensee was engaged in ascertaining the original cost of all its electric 
properties, which include the cost of project No. 108, and contended 
that the elimination of the disallowed items might result in an under- 
statement of the original cost of the electric properties; and chal- 
lenged our authority to direct such disposition of the disallowed items 
on the grounds, first, that our authority in respect of accounts was 
limited to certain specific purposes prescribed in the Federal Power 
Act, and there was no immediate need for effectuating the determina- 
tion of the actual legitimate original cost for these purposes, and, 
second, that our order might conflict with the requirements of the 
Public Service Commission of Wisconsin with respect to the disposi- 
tion of the disallowed amounts in the licensee’s accounts. 

(1) There is no merit in the complaint that licensee had no oppor- 
tunity to be heard on the question whether it may be required to 





NORTHERN STATES POWER COMPANY (WIS.), LICENSEE 165 


transfer disallowed items from project to other accounts. In the 
previous hearings, the issue presented was whether the items in ques- 
tion constituted actual legitimate original cost, and on this issue the 
licensee had a full hearing. Upon the determination that the items 
were not properly included in the project accounts, some disposition 
of these items had to be made. As a matter of accounting, it fol- 
lowed that since the items were not to be included in actual legitimate 
original cost of the licensed project and clearly were not cost of 
nonproject property, they should be charged to surplus or surplus 
reserves accounts.’ Consequently an additional hearing as to the 
accounting disposition of the disallowed items was entirely unneces- 
sary. We granted a rehearing in this case * in order to set at rest the 
substantive legal questions presented. 

(2) The licensee does not contend that the items in question con- 
stitute actual legitimate original cost, but says that, in compliance 
with our uniform system of accounts, it is now engaged in ascer- 
taining the original cost of all its electrie properties which include 
project No. 108, and that the elimination of the items disallowed may 
result in an understatement of original cost, contending that there 
is a difference between “actual legitimate original cost” and “original 
cost.” This contention is without merit. The only cost for licensed 
projects recognized by the Act is that determined in accordance with 
the I. C. C. 1914 classification, insofar as applicable and except as 


limited by the act. There is nothing in the I. C. C. classification 


1 General instruction 2, paragraph (F) of the uniform system of accounts prescribed for 
public utilities and licensees (effective January 1, 1937) provides: 

“All charges to the accounts prescribed in this system for electric plant, income, operat- 
ing revenues, and operating expenses shall be just and reasonable, and any payments by 
the utility in excess of just and reasonable charges shall be included in Account 538, 
Miscellaneous Income Deductions.” 

Since the disallowed items in connection with this particular project were incurred, or 
claimed to have been incurred, in prior years, such items are chargeable to miscellaneous 
debits to surplus (Account 414) rather than to miscellaneous income deductions (Account 
538). 

2 After the rehearing and submission of briefs in this case, applications for rehearing 
were filed in other cases, raising substantially the same questions, Since there was no 
requirement or necessity for a rehearing on the accounting disposition of disallowed 
Claimed costs, the applications for rehearing in the other cases were not acted upon, and 
by operation of section 313 (a), were denied. 

*Section 3 (18) provides as follows: 

“net investment’ in a project means the actual legitimate original cost thereof as 
defined and interpreted in the ‘classification of investment in road and equipment of 
steam roads, issue of 1914, Interstate Commerce Commission,’ plus similar costs of addi- 
tions thereto and betterments thereof, minus the sum of the following items properly 
allocated thereto, if and to the extent that such items have been accumulated during the 
period of the license from earnings in excess of a fair return on such investments: (a) 
Unappropriated surplus, (b) aggregate credit balance of current depreciation accounts, and 
(c) aggregate appropriations of surplus or income held in amortization, sinking fui.d, or 
similar reserves, or expended for additions or betterments or used for the purposes for 
which such reserves were created. The term ‘cost’ shall include, insofar as applicable, the 
elements thereof prescribed in said classification, but shall not include expenditures from 
funds obtained through donations by States, municipalities, individuals, or others, and 
said classification of investment of the Interstate Commerce Commission shall insofar 
as applicable be published and promulgated as a part of the rules and regulations of the 
Commission.” 
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which makes a distinction between “original cost” and “actual legiti- 
mate original cost”; the applicability of the rules and principles does 
not require or permit setting up a distinction in respect of the ques- 
tions here involved; and there is nothing in the statutory limitations 
which would require or permit a distinction. Consequently, “actual 
legitimate original cost” determinations are binding upon licensees 
for all accounting purposes, making “original cost” identical with 
“actual legitimate original cost.” + 

With this alleged distinction eliminated, the licensee, in effect, says 
that having been unsuccessful in capitalizing the items in one pro- 
ceeding, it should be given a chance to do so at some later stage, if 
and when its compliance with the uniform system of accounts is ques- 
tioned. Far from showing that the order in question is improper, 
this argument points to the opposite conclusion. Our order points 
the way toward full compliance with the requirements for the ascer- 
tainment of the original cost of the licensee’s electric properties. The 
items in question do not constitute actual legitimate original cost, 
and it would be improper to include them as “original cost” of the 
licensee’s electric properties, for that would result in inflation of the 
licensee’s electric plant accounts. 

The real question in this case is whether, upon the exclusion 
of these items from electric plant accounts, we have acted within the 
scope of our authority by requiring that the items be so recorded as to 
prevent inflation of the electric plant accounts. The licensee argues 
that although we may, under the statute, prescribe a uniform system 
of accounts, we do not have the authority to order the licensee to 
transfer items from one account to another in compliance with that 
system. Our determination of actual legitimate original cost of a 
project is not for mere academic interest, but to make our administra- 
tion of the Federal Power Act effective. Congress gave us the power 
to prescribe a uniform system of accounts and to determine by order 
the accounts in which particular outlays should be entered (section 
801 (a)), also to issue orders, rules, and regulations necessary or ap- 
propriate to carry out the provisions of the Federal Power Act (sec- 
tion 309). It is not necessary to dwell at length on the proposition 
that the order here involved comes within the terms of the statute. 


“Under the heading “Applicability of System of Accounts,” in the preface of the Uni- 
form System of Accounts, it is provided: 

“In accordance with requirements of section 3 of the Act, the ‘classification of invest- 
ment in road and equipment of steam roads, issue of 1914, Interstate Commerce Commis- 
sion,’ is published and promulgated as a part of the accounting rules and regulations of 
the Commission, and a copy thereof is appended hereto as appendix II. Jrrespective of 
any rules and regulations contained in this system of accounts, the cost of original proj- 
ects licensed under the Act, and also the cost of additions thereto and betterments thereof, 
shall be determined under the rules and principles as defined and intérpreted: in said 
classification of the Interstate Commerce Commission so far as applicable.” [Italics 
supplied.] 
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(3) The licensee: further contends that our authority in respect 
of determination of actual legitimate original cost is limited to specific 
purposes prescribed: in the Federal Power Act; namély (a) for the 
determination of amortization reserves to be set up under section 10 
(d) of the Act; (b) for the ascertainment of the net investment of 
the licensee, in the event the United States should elect to take over 
the project under section 14; and (c) for the determination of just 
and fair compensation for the use of the project, in the event that the 
operation thereof is taken over by the United States under section 16. 
The licensee then argues that there is no immediate necessity for 
fixing the amount of actual legitimate original cost for the first pur- 
pose until 1943; for the second purpose until 1971; and for the third 
purpose until the President has expressed his opinion that the oper- 
ation of the project should be taken over. 

Had our authority in this respect been limited to these three pur- 
poses, there would still be no merit to the contention that the order 
in question is premature. In the administration of the Federal Power 
Act, it is important that the actual legitimate original cost of proj- 
ects be established as early as possible and that subsequent changes 
in the fixed capital be periodically determined, to the end that the 
accounts be properly stated to reflect only such costs. Time has a 
way of eradicating facts which are more easily ascertained when they 
occur. If the books of the licensee do not properly reflect the ascer- 
tained actual legitimate original cost, and they are permitted to re- 
main in such state for a long period of time, the difficulties of making 
the proper adjustments will be greatly augmented. Alabama Power 
Co. v. McNinch, 94 F. (2d) 601, 606; Clarion River Power Co. v. Smith, 
59 F. (2d) 861, 863-4; affirming 59 Wash. L. R. 106, P. U. R. 1931 
B, 263. 

But the purposes mentioned by the licensee are not the only pur- 
poses for which we are required to ascertain the actual legitimate 
original cost of projects and to require that the books of the licensee 
properly reflect the accounts. In the determination of what would 
constitute a reasonable rate of return upon the net investment (section 
10 (d)), in the determination of what would constitute excessive 
profits (section 10 (e)), in the determination of reasonable rates for 
electric energy transmitted in interstate commerce (section 20), in 
the requirement of annual, periodic, or special reports (section 304 
(a) ), and in the exercise of our investigatory and rule-making powers 
(sections 307, 309, and 311), it is highly important that we have 
information based upon the uniform system of accounts and that the 
books of the licensees properly reflect such accounts. ‘It is, therefore, 
no argument to say that our order requiring that this licensee’s books 
properly reflect the accounts is invalid, because the licensee does not 
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deem the order to be immediately necessary for some of the purposes 
prescribed in the Act. 

(4) Finally, the licensee contends that the order is without author- 
ity because it may conflict with accounting orders which may be issued 
by the Public Service Commission of Wisconsin. We cannot as- 
sume that the State commission will arrive at different conclusions in 
respect of the accounting disposition of the items in question, and 
thereby permit inflation of the licensee’s capital accounts.’ However, 
even if the State commission took a different view of these matters, 
that would not render our order invalid, nor on the other hand would 
the licensee be rendered unable to comply with the orders of the 
Public Service Commission of Wisconsin. While our system of ac- 
counts prescribed for licensees may not preclude accounting regula- 
tion by the States, it does not mean that any State regulation may be 
imposed to the exclusion of our own. 

Nor is there any basis for this argument in the fact that the licensee 
is a “public utility” within the meaning of the Federal Power Act. 
True, section 301 (a) which authorizes us to prescribe a system of 
accounts for licensees and public utilities also provides that “nothing 
in this Act shall relieve any public utility from keeping any accounts, 
memoranda, or records which such public utility may be required to 
keep by or under authority of the laws of any State.” But this only 
means that under the Federal Power Act the licensee does not, by 
virtue of being subject to our regulation, become immune from ac- 
counting regulation by the state commission. If that Commission re- 
quires the licensee to set up additional accounts as part of the project 
cost within the meaning of the state law, there is no reason why the 
licensee may not comply with that order and at the same time, 
however, comply with the order herein issued. 

For the above reasons, the relief sought in the application for 
rehearing must be denied. An order will be entered accordingly. 

Leann Oxps. 
Cravuve L. Draper. 
Bast Manty. 
Cryve L. Seavey. 

* After the rehearing in this case, the Wisconsin Commission, in an opinion delivered by 


it, considered the original cost of this project. In a spirit of cooperation, and to avoid 
unnecessary conflict, the Commission said: 

“The request to classify the $1,238,337.56, representing the book cost of the Chippewa 
Reservoir as utility plant leased to others appears reasonable. The original cost of this 
reservoir is being considered by the Federal Power Commission ; pending its final decision, 
we see no objection to retention of the book cost in the accounts. This should not be 
construed as approval of that book cost or any indication on our part that it represents 
the original cost of the plant. Since the Federal Power Commission is investigating that 
matter, our staff has made no analysis of the Chippewa Reservoir accounts and there is 
nothing in this proceeding concerning its original cost.” (In the Matter of the Require- 
ments with Respect to Accounting for Units of Property and Their Installed Costs by 


Accounting Areas of the Northern States Power Company, Docket No. 2—U-—920, decided 
March 30, 1940). 
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Order supplemental to order of June 27, 1937, , 
directing compliance in conformity therewith 


Northern States Power Company (Wisconsin) 
(Project No. 108) 


Upon reconsideration of the order entered herein on June 27, 1939, 
determining the actual legitimate original cost of project No. 108 as 
of December 31, 1927, to be $910, 270.28, disallowing additional claims 
aggregating $208,526.72, and requiring the Northern States Power 
Company (Wisconsin) to establish accounts accordingly, to transfer 
the disallowed items from its project accounts to the surplus or sur- 
plus reserves accounts, and to execute and submit FPC form No. 76 
showing compliance with said order; upon consideration of the li- 
censee’s application for rehearing, the evidence adduced and arguments 
submitted; the Commission, for the reasons stated in its opinion in 
this matter, filed this day, orders: 

That the order of June 27, 1939, be and it is hereby reaffirmed, except 
that the date for the execution and submission of FPC form No. 76 
is hereby extended to June 29, 1940. 





In THe Matrer oF 


MISSISSIPPI RIVER FUEL CORPORATION 


Suspension of Proposed Increased Rates for the Sale of Natural Gas 
in Interstate Commerce 


G-150 
(Decided May 31, 1940) 


Syllabus 


1. A corporation transporting natural gas in interstate commerce and sell- 
ing natural gas in interstate commerce to industrial and to distributing 
companies for resale for ultimate public consumption is engaged in a 
business affected with public interest and generally recognized to be 
subject to regulation for the protection of the public. P. 175. 

2. The Commission will not question the legislative declaration, con- 
tained in section 1 (a) of the Natural Gas Act, that the transportation 
and sale of natural gas in interstate commerce for resale for ultimate 
public consumption “is affected with a public interest” and that Federal 
regulation thereof “is necessary in the public interest.” P. 175, 

8. The Federal Power Commission will not pass upon the constitutionality 
of the Natural Gas Act. P. 175. 

4. A corporation’s charter provisions are not determinative of its status 
for purposes of regulation, for the real test of the application of 
federal regulatory power is not what a corporation is authorized to do, 
nor what its charter forbids it to do, but what it, in fact, does. P. 175. 

5. The rates under consideration are not immune from regulation under 
the Natural Gas Act because they are contained in contracts entered 
into before the Act became law. P. 175. 

6. The proposed increased rates and charges in this case represent a 
change from those now being charged and are a “change” and a “new 
schedule” within the meaning of section 4 of the Natural Gas Act. P.176. . 

7. The Federal Power Commission has jurisdiction over the sales of 
natural gas in interstate commerce by an interstate pipe line company 
to a distributing company which uses the gas for mixing with artificial 
gases, and then resells the “mixture of natural and artificial gas.” P. 177. 

8. The Natural Gas Act expressly places the burden on the respondent 
of showing the justness and reasonableness of the proposed inereased 
rates and charges in proceedings such as the present under section 4 of 
the Natural Gas Act. P. 178. 

9. Evidence to justify the reasonableness of proposed increased rates 
and charges must be affirmative, concrete, and persuasive in order to 
discharge the burden of proof resting upon the proponent of such 
increased rates and charges. P. 178, 

10. The facts necessary to be shown in justification of proposed in- 
creased rates and charges are susceptible of definite proof, and evidence 
relating thereto must be of that nature. P. 179. 
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11, Held, that the respondent had not met the burden of proof as the record 
is barren of evidence showing or tending to show the amount of its 
investment in, the cost of property used, useful, or necessary in con- 
nection with respondent’s operations involved in the sales to which 
the proposed rates would apply, either at the currently effective or 
the proposed increased rates and charges, or to show the existing 
accrued depreciation in such property, its operating expenses and 
annual requirements for depreciation in such operations, or what 
would constitute a reasonable return on its property used, useful, 
or necessary in connection with the transportation or sale of natural 
gas herein involved; and no claim is made by respondent that it is 
not now earning a reasonable return. P. 179, 180. 


Sullivan, Reeder, Finley & Gaines, by Frank Sullivan, and Hugh 
H. Sullivan for the Mississippi River Fuel Corporation. 

Charles M. Spence and Robert W. Otto for the Laclede Gas Light 
Company. 

James H. Linton for the Public Service Commission of Missouri. 


Richard J. Connor, Edward H, Lange, and W. Russell Gorman for 
the Commission. 





By THe Commission: 
OPprInion 





This proceeding was initiated on December 28, 1939, by the Commis- 
sion, upon its own motion, under section 4 of the Natural Gas Act. 
It involves the suspension of the proposed increased rates and charges? 
of the Mississippi River Fuel Corporation,* for the sale in interstate 
commerce of natural gas to the Laclede Gas Light Company, intervener 
herein.‘ 

Respondent is a Delaware corporation authorized to do business in 
the States of Louisiana, Missouri, and Illinois. It produces no natural 
gas, but purchases its requirements in the State of Louisiana and 
transports that natural gas through its pipe line out of the State 
of Louisiana, into and through the States of Arkansas, Missouri, and 
into Illinois, and sells such gas to industrial users at wholesale and to 
distributing companies for resale for general public consumption in 
the aforesaid States. 

Laclede is a Missouri corporation engaged in the retail distribution 
of a mixture of natural and artificial gas for general public consump- 
tion by domestic, commercial, and industrial users in the city of St. 
Louis, Missouri, and is the exclusive distributor of gas for such 
consumption in the said city. 







1U. S. C. title 15, see. 717C. 
- *Respondent’s rate schedule FPC No. 1 and certain supplements thereto, particularly 
supplement No. 1 to supplement No. 5. 

* Hereinafter referred to as “respondent.” 

* Hereinafter referred to as “Laclede.” 
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On October 23, 1931, respondent entered into a contract with Mis- 
souri Industrial Gas Company (which contract was subsequently 
assigned to Laclede), under the terms of which respondent sold natural 
gas to the said purchasing company, for resale for domestic, com- 
mercial, and industrial purposes in the city of St. Louis, Missouri. 
This contract is designated as Mississippi River Fuel Corporation rate 
schedule FPC No. 1 in the Commission’s files. Thereafter respondent 
filed a supplement thereto designated as supplement No. 5 to said 
schedule FPC No. 1. On December 1, 1939, respondent filed with the 
Commission an instrument designated in the Commission’s files as 
supplement No. 1 to supplement No. 5 to respondent’s rate schedule 
FPC No. 1, stating that proposed increased rates and charges for nat- 
ural gas purchased by Laclede from respondent as contained in said 
rate schedule FPC No. 1 and supplement thereto would become effec- 
tive as of January 1, 1940. 

By its order of December 28, 1939, the Commission suspended the 
proposed increased rates and charges for the sale of natural gas for 
resale for domestic or commercial consumption for a period of five 
months from and after January 1, 1940, and fixed March 4, 1940, as 
the date for a public hearing on the lawfulness of the proposed 
increased rates and charges sought by respondent. 

On February 27, 1940, Laclede filed a petition challenging respond- 
ent’s proposed increased rates and charges as being unjust and unrea- 
sonable, and praying that it be permitted to intervene in this 
proceeding. On March 1, 1940, the Commission granted Laclede per- 
mission to intervene. Thereafter, the Commission, acting on request 
of respondent, postponed the date of hearing to April 3, 1940; and, 
pursuant to said order, a public hearing in this proceeding was had 
before a trial examiner commencing April 3, 1940, and concluding 
April 5, 1940. 

After the hearing, briefs were filed and subsequent to the filing 
thereof, pursuant to the request of counsel for respondent, oral argu- 
ment was had before the examiner. 


RESPONDENT'S CONTENTIONS 


Respondent contends that: 

1. It was organized and has always operated as a private corpora- 
tion; has dealt by private contract, only, with selected customers; has 
never held itself out to serve the public; has not exercised powers of 
eminent domain; and by reason thereof, has not dedicated its property 
to a public use; and that application of the Natural Gas Act to it, 
an allegedly private enterprise, would constitute a taking of property 
without due process or just compensation and in violation of the Fifth 
Amendment to the Constitution of the United States; 
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2. The sale of natural gas by respondent to Laclede is not a sale of 
natural gas subject to the rate regulatory jurisdiction of the Commis- 
sion under the Natural Gas Act, for the reason that such natural gas is 
not sold by respondent to Laclede for resale for ultimate consump- 
tion, but is sold to and used by Laclede as an ingredient or constituent 
part of the gas which Laclede manufactures and which is mixed with 
the natural gas purchased by Laclede from respondent, and that the 
resulting gas is a different gas for resale; and that a “sale * * * 
for resale” means a sale of “natural gas” which is resold in identical 
composition ; 

3. The instrument filed with the Commission by respondent on 
December 1, 1939, is not a new schedule or change of rates or charges, 
as is contemplated under section 4 of the Natural Gas Act; 

4. The “price” that is proposed to be made effective January 1, 
1940 (and now under suspension) for natural gas sold by respondent 
to Laclede is just and reasonable. 

For convenience, we have grouped our discussion of the issues in 
this matter in two categories, jurisdictional and substantive. 


JURISDICTIONAL ISSUES 


An examination of the record discloses that respondent owns and 
operates a 22-inch natural-gas transmission pipe line extending 1n 
a northerly direction from a point in the State of Louisiana known 
as Perryville, near the Monroe gas field, through the States of Ar- 
kansas and Missouri, and into the State of Illinois. The line was 
constructed by respondent in the year 1929 and has been operated 
by it continuously since that time. Respondent’s requirements of 
natural gas are purchased from affiliated companies in the field. 
Sales are made by respondent directly to industrials and to distrib- 
uting companies for resale for general public consumption. 

Under the provisions of its charter, extensive powers are granted 
respondent to engage in all operations usually incident to those of 
producing, transporting, and selling natural gas. Among other 
things, its charter provides 

* * * that nothing herein shall be construed to authorize the corpora- 
tion to transport gas or oil for others as a carrier for hire, or to sell gas or 
oil for others as a carrier for hire, or to sell gas or oil except by special contract, 
or to constitute the corporation a common purchaser of gas or oil or a public 
utility corporation. 

It is the contention of respondent that its company was organized 
and its properties financed and constructed with the view of trans- 
porting and selling natural gas primarily for industrial use, and 
that whatever sales have been made by it to distributing companies 
for general public consumption have constituted only so-called 
“nuisance” sales along the route of the pipe line. 
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The evidence discloses, however, that at the very outset of the 
financing and construction of the line respondent deviated materially 
from the alleged purpose of confining its operation to the service of 
selected industrial customers. In the public circular describing the 
proposed issue of mortgage securities for the construction of the line, 
the public is advised that, in addition to concluding contracts for the 
sale of gas to large industrial customers, 

Arrangements are being consummated with the Arkansas Power & Light Com- 

pany, * * * the Arkansas NaturalGas Company, * * * and the Missouri 
Natural Gas Company for sale of gas to these companies for distribution in 
communities along the route of the pipe line in the States of Louisiana, Arkansas, 
and Missouri. 
Respondent, by contracts entered into with the Arkansas Power & 
Light Company, the Arkansas Natural Gas Company, and Missouri 
Natural Gas Company, agreed to supply these distributing companies 
with all their requirements for natural gas for distribution in approxi- 
mately 30 cities and towns in the States of Arkansas and Missouri. 

Moreover, under two of these contracts it obligated itself to con- 
struct the requisite branch lines from its main trunk pipe line to points 
near the city boundaries of the cities in which these distributing 
companies proposed to resell the gas for domestic, commercial, and 
other purposes. These contracts provide that preference be given the 
requirements of domestic consumers over industrial consumers, in the 
event of shortage of gas; that the distributing companies maintain 
every possible effort to increase sales of natural gas for house heating, 
cooking, and all other domestic uses; and domestic consumers are 
defined as including “private homes, boarding houses, apartment 
houses, hospitals, [and] charitable institutions.” 

The record further discloses that since the beginning of operation 
of the line in the latter part of 1929, under the terms of these con- 
tracts and supplements thereto, deliveries of natural gas to the above- 
named distributing companies for resale for general public consump- 
tion, in addition to a large number of industrial consumers, have 
been made continuously by respondent, and that since July 1932, 
under the 1931 contract assigned to Laclede, deliveries of natural 
gas likewise have been made continuously by respondent to that com- 
pany for resale and ultimate public consumption for domestic, com- 
mercial, and other uses. 

The facts in the record obviously negative the assertion by the re- 
spondent that its business is a private one, unaffected with a public 
interest. Notwithstanding respondent’s contention, the record dis- 
closes that it is dealing in and transporting natural gas, a business 
commonly known to be affected with a public interest and generally 
recognized to be subject to regulation for the protection of the public. 
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Cf. Peoples Natural Gas Co. v. Public Service Commission, 270 U. 8. 
550; and Missouri v. Kansas Natural Gas Co., 265 U. S. 298, 307-8. 

The Congress has declared, under the provisions of section 1 (a) 
of the Natural Gas Act, that the business of the respondent, to wit, 
transportation and sale of natural gas in interstate commerce for re- 
sale for ultimate public consumption, “is affected with a public in- 
terest” and that Federal regulation thereof “is necessary in the public 
interest.” We will not question this legislative declaration contained 
in the Natural Gas Act nor, as we have indicated in an earlier opinion, 
attempt to pass upon the Act’s constitutionality, which respondent here 
questions. See Jnterchangeable Mileage Ticket Investigation, 77 
I. C. C. 200, 202; Maritime Assn. of Boston Chamber of Commerce v. 
Ann Arbor R. Co., 951. C. C. 539, 542; In the matter of East Ohio Gas 
Company, 1 F. P. C. 586 (April 4, 1939). 

In the light of the facts, respondent’s contention that its charter 
provisions are determinative of its status likewise is untenable, for, in 
Terminal Taxicab Company v. Kutz, 241 U. S. 252, the court held 
that the real test of the application of Federal power is not what a 
corporation is authorized to do, or what its charter forbids it to do, 
but what it, in fact, does. Contentions of a nature similar to those 
here asserted by respondent were refuted in the recent opinion of the 
Supreme Court in Vebbia v. New York, 291 U.S. 502. In that case the 
court flatly rejected an argument that the fixation of prices was valid 
only with respect to a business classically characterized as a public 
utility “in the accepted sense of the phrase.” 

It is also urged by the respondent that even if it is subject to the 
Natural Gas Act, its prices to Laclede are, under the Constitution of 
the United States as amended, immune from regulation because they 
are contained in contracts entered into before the Act became law. 
Such contention, we believe, must be rejected, for the contrary has 
been so repeatedly held by the Supreme Court that the question is no 
longer open. That court, in Midland Co. v. Kansas City Power and 
Light Co., 300 U. S. 109, held that there was no constitutional objection 
to the regulation by a State public service commission of a contract 
establishing rates for the furnishing of steam for the heating of 
buildings by a power and light company, which contract was entered 
into prior to the passage of the Public Service Commission law under 
which the rates were regulated. The Supreme Court said, on pages 
113 and 114: 


These questions are te be decided upon the construction that the State supreme 
court put upon the statute. And that law is to be taken as if it declared 
that rates made in accordance with its provisions shall supersede all existing 
contract rates. There is here involved no question as to the validity of the 
rates prior to the passage of the statute. Without expression of opinion, we 
assume that then the parties were bound by the contract.. But the State has 
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power to annul and supersede rates previously established by contract between 
utilities and their customers. It has power to require service at nondis- 
criminatory rates, to prohibit service at rates too low to yield the cost rightly 
attributable to it, and to require utilities to publish their rates and to adhere to 
them. Under the challenged statute, defendant had opportunity to support the 
contract rates and to test before the commission and in the State supreme 
court—as others did—validity of the filed schedule. It failed to do so. 

See Producers Transportation Company v. Railroad Commission, 251 
U. S. 228, 232; Union Dry Goods Co. v. Georgia Public Service Corp., 
248 U.S. 372, 375. 

The further contention is made by respondent that the instrument 
filed by it on December 1, 1939, and designated in our files as supple- 
ment No. 1 to supplement No. 5 to Mississippi River Fuel Corporation 
rate schedule FPC No. 1, does not constitute a change of rates and 
charges or a new schedule as is contemplated under section 4 of the 
Natural Gas Act, because the increased rates and charges proposed by 
the said supplement were prescribed pursuant to the agreement be- 
tween respondent and Laclede dated October 23, 1931, as amended. 
The Commission has the power, under section 4 of the Natural Gas 
Act, to suspend any “change” or “new schedule” of rates for a certain 
period pending hearing. The proposed increased rates and charges 
in this case represent a change from those now being charged and are 
new in that sense. Following the principle of Producers Transporta- 
tion Company v. Railroad Commission, 251 U. S. 228, and Midland 
Company v. Kansas City Power and Light Company, 300 U. S. 109, 
supra, that a prior contract cannot affect present regulation, we hold 
that the proposed increased rates and charges constitute.a “change” 
in rates and charges and a “new schedule” within the meaning of 
section 4 of the Natural Gas Act. 

The provisions of the Natural Gas Act, respondent asserts, are in- 
applicable to its sale of natural gas to Laclede. Respondent does 
not contend that its sales to Laclede are not sales of “natural gas” 
within the meaning of the Act or that they are not sales in interstate 
commerce. Such contentions would obviously be without foundation 
in fact, the evidence in the present record reveals. The gas sold by 
respondent to Laclede is admittedly natural gas, purchased and re- 
ceived by respondent in the State of Louisiana, transported therefrom 
by it through its transmission trunk line in a continuous and un- 
interrupted flow through the State of Arkansas and into the State of 
Missouri, where, near the city of St. Louis, sale and delivery are made 
to Laclede. 

What respondent asserts, however, is that the Act applies only to 
the sale of natural gas “for resale” and not to any other sale of gas; 
that Laclede mixes the gas it purchases with artificial gas; that the 
resulting gas is a different gas for resale; that, therefore, Laclede 
does not sell natural gas; and that, therefore, it does not purchase 
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from respondent natural gas “for resale,” the gas later resold not being 
identical in composition with that originally purchased. 

Let us examine the record concerning this matter. The facts are 
clear. After the natural gas is delivered by respondent to Laclede, 
that portion thereof purchased for the use of its domestic and com- 
mercial customers has been and is customarily and regularly mixed 
by Laclede with coke-oven gas and oil refinery gas. The natural gas 
and the refinery gas are mixed with the coke-oven gas for the pur- 
pose of enriching the latter, the natural gas constituting approxi- 
mately 28 percent of the whole volume of the mixture. The method 
of mixing the natural gas with the artificial gases is a mechanical, 
automatic process, consisting of bringing together the streams of coke- 
oven, oil refinery, and natural gas at different velocities, and running 
the combined stream continuously through a gas-mixing chamber 
or pipe. The natural gas does not come to rest in the-course of such 
process, but flows continuously from the time Laclede receives it from 
respondent until after it enters Laclede’s delivery mains in the city 
of St. Louis for distribution and ultimate consumption by its domes- 
tic and commercial customers. 

A fundamental defect in respondent’s argument is that it ignores 
the definition by Congress in the Natural Gas Act, section 2 (5). 
that: 

“Natural gas” means either natural gas unmixed, or any mixture of natural 

and artificial gas. 
Thus, Congress has expressly declared, in terms which could hardly 
be more explicit, that, for the purposes of the Act, natural gas and 
“any mixture of natural and artificial gas” are the same. Respond- 
ent suggests that the result of the mixing by Laclede of the natural 
gas and the other gases as described is to produce a “brand new gas,” 
not a mixture within the legislative definition. The record shows 
that what respondent sells Laclede is admittedly natural gas, which 
itself is a mixture of a number of gases; and such natural gas is 
sold by it to Laclede “for resale,” as the purchaser intends and does 
sell it after mixing it with artificial gas. What Laclede sells is, 
therefore, natural gas within the definition of the Act, and it is a 
sale of natural gas “for resale” within the meaning of the Act. 

The application of the Act to the transactions between respondent 
and Laclede, as disclosed by the record, is plain and there is no room 
for construction. Under respondent’s views, if the mixture of nat- 
ural and artificial gas were made by respondent prior to its sale to 
Laclede, the provisions of the Act would be applicable, but since, in 
fact, the mixture takes place after the sale by respondent to Laclede, 
the regulatory powers of the Commission do not attach to such sale. 
If the views of respondent were accepted as to its construction of 


the said section 2 (5) of the Act, a situation would result where 
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neither this Commission nor any State commission could regulate 
the sale of natural gas by respondent to Laclede. Public Utilities 
Commission of Rhode Island et al. v. Attleboro Steam and Electric 
Company, 273 U. S. 83. 

Congress did not intend such results, but rather that we have 
jurisdiction in the field from which States were precluded. This 
intention is repeatedly expressed in the reports of the congressional 
committees that had under consideration the bill which was finally 
enacted as the Natural Gas Act. See also Church of the Holy Trin- 
ity v. United States, 148 U. S. 457, 463, where the Court said : “Again, 
another guide to the meaning of a statute is found in the-evil which 
it is designed to remedy.” We therefore conclude that the contention 
here made by respondent must be rejected. 


SUBSTANTIVE ISSUES 


The Natural Gas Act plainly places on respondent the burden of 
justifying the increased rates and charges here proposed. Section 
4 expressly provides that 


At any hearing involving a rate or charge sought to be increased, the burden 
of proof to show that the increased rate or charge is just and reasonable shall 
be upon the natural-gas company * * *. 

In this proceeding respondent, although such evidence would, of 
course, be peculiarly within its knowledge, has wholly failed to ad- 


duce evidence of the character showing or tending to show that the 
proposed increased rates and charges to Laclede are just and reason- 
able. The record is barren of evidence showing or tending to show 
the amount of respondent’s investment in, or the cost of its property 
used, useful, or necessary in connection with its operations involved 
in the sale of natural gas to said Laclede Gas Light Company, either 
at the currently effective or the proposed increased rates and charges, 
or to show the existing accrued depreciation in such property, its 
operating expenses and annual requirements for depreciation in such 
operations, or what would constitute a reasonable return on its prop- 
erty used, useful, or necessary in connection with its transportation 
and sale of natural gas to The Laclede Gas Light Company. More- 
over, no contention or claim is made by respondent that it is not now 
earning a reasonable return on its investment in its property used, 
useful, or necessary in its operations here involved. 

Evidence to justify the reasonableness of the proposed increased 
rates and charges must be affirmative, concrete, and persuasive in 
order to discharge the burden of proof resting upon the proponent 
of such increased rates and charges. Rates on Plaster and Gypsum 
Rock, 27 I. C. C. 67, 68; The Five Percent Case, 31 I. C. C. 351. 
Upon the record in the instant case respondent has wholly failed to 
offer evidence showing the cost accruing to respondent attributable 
to its sales of natural gas to Laclede or the relationship between such 
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costs and the revenues derived therefrom or the other similar matters 
which are factors to be considered in determining whether increased 
rates and charges are just and reasonable. These are facts suscep- 
tible of definite proof, and evidence relating thereto must be of that 
nature. Detroit Switching Charges, 28 I. C. C. 494, 496-7. Re 
spondent has utterly failed to offer such proof. 

Upon the record, therefore, we conclude that the increased rates 
and charges for the sale of natural gas to The Laclede Gas Light 
Company for resale for ultimate domestic or commercial consumption 
proposed by respondent, Mississippi River Fuel Corporation, to 
be made effective as of January 1, 1940, should not be or become 
effective. 

Frinprnes 


Upon consideration of the order of suspension, the answer thereto 
by respondent, the petition requesting and the order granting per- 
mission to intervene, the evidence adduced at the public hearing, the 
briefs filed, and the oral argument presented, in the above-entitled 
matter, the Commission finds that: 

1. On August 24, 1938, the Mississippi River Fuel Corporation 
filed with the Federal Power Commission its agreement, dated June 
27, 1929, with the Missouri Industrial Gas Company (which agree- 
ment was subsequently assigned to The Laclede Gas Light Com- 
pany), designated in the files of the Commission as Mississippi River 
Fuel Corporation rate schedule FPC No. 1, providing for the sale 
of natural gas by the Mississippi River Fuel Corporation to the 
Missouri Industrial Gas Company for resale for ultimate public 
consumption ; 

2. By the terms of the said agreement of June 27, 1929, it was to 
continue in effect for a period of 10 years from and after the date 
upon which delivery of natural gas began, December 1929, and has 
since been extended to and including July 31, 1947, by the provisions 
of supplement No. 2 to said Mississippi River Fuél Corporation rate 
schedule FPC No. 1; 

8. On December 1, 1939, the Mississippi River Fuel Corporation 
filed with the Commission an instrument designated in the Commis- 
sion’s files as supplement No. 1 to supplement No. 5 to Mississippi 
River Fuel Corporation rate schedule FPC No. 1, providing that, 
in accordance with the terms of the agreement of June 27, 1929, as 
modified by supplement of November 22, 1935 (supplement No. 5 to 
Mississippi River Fuel Corporation rate schedule No. 1), certain in- 
creased rates and charges for natural gas sold by Mississippi River 
Fuel Corporation to The Laclede Gas Light Company would become 
effective on January 1, 1940; 

4. By order of December 28, 1939, the Commission, acting pursuant 
to the provisions of section 4 of the Natural Gas Act, entered upon 
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a hearing concerning the lawfulness of the said increased rates and 
charges proposed by Mississippi River Fuel Corporation to be made 
effective as of January 1, 1940; 

5. By said order of December 28, 1939, the Commission suspended 
the proposed increased rates and charges for the sale of natural gas 
for resale for ultimate public consumption for domestic or commercial 
use, which were proposed to be made effective on January 1, 1940, for 
a period of 5 months beyond January 1, 1940, unless the Commission 
should thereafter otherwise order; 

6. Mississippi River Fuel Corporation is engaged in the business 
of purchasing natural gas in the natural gas fields located within the 
State of Louisiana, transporting the natural gas so purchased into 
the States of Arkansas, Missouri, and Illinois, and there selling a 
portion of such natural gas for resale for ultimate public consumption 
for domestic, commercial, industrial, or other use; 

7. One of the persons to whom Mississippi River Fuel Corporation 
sells such natural gas is The Laclede Gas Light Company, delivery 
being made at a point near the outskirts of the city of St. Louis, 
Missouri; 

8. Under the provisions of section 4 (e) of the Natural Gas Act 
the burden of proof, at the hearing held in this matter, to show that 
the proposed increased rates or charges are just and reasonable is 
upon the respondent ; 

9. Respondent has failed to adduce evidence to show the amount 
of its investment in or the cost of its property used, useful, or neces- 
sary in connection with its operations involved in the sale of such 
natural gas to The Laclede Gas Light Company, either at the cur- 
rently effective or the proposed increased rates and charges, or evi- 
dence to show the existing accrued depreciation in such property, its 
operating expenses, or its annual requirements for depreciation in 
such operations, or what would constitute a reasonable return on such 
property used, useful, or necessary in connection with its transporta- 
tion and sale of natural gas to The Laclede Gas Light Company; 

10. Respondent does not now contend or claim that it is not now 
earning a reasonable return on its investment in property used, useful, 
or necessary in its operations involved in the sale of such natural gas 
to said Laclede Gas Light Company; 

11. Mississippi River Fuel Corporation is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in inter- 
state commerce of natural gas for resale for ultimate public 
consumption for domestic, commercial, industrial, or other use; 

12. The sale of natural gas by the Mississippi River Fuel Corpo- 
ration to The Laclede Gas Light Company, pursuant to the provisions 
of Mississippi River Fuel Corporation rate schedule FPC No. 1 and 
the supplements thereto, is a sale in interstate commerce of natural 
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gas for resale for ultimate public consumption within the meaning 
of the Natural Gas Act; 

13. Mississippi River Fuel Corporation is a natural-gas company 
within the meaning of the Natural Gas Act; 

14. These provisions of Mississippi River Fuel Corporation rate 
schedule FPC No. 1, as modified by supplement No. 5 and referred 
to in supplement No. 1 to supplement No. 5, filed by respondent, 
insofar as they provide for increased rates and charges proposed to 
be made effective as of January 1, 1940, constitute a change in rates 
and charges and a new schedule of such rates and charges within the 
meaning of section 4 of the Natural Gas Act; 

15. Mississippi River Fuel Corporation has failed to sustain the 
burden of proof imposed by said section 4 to show that the proposed 
increased rates and charges are just and reasonable. 

An appropriate order will be entered in accordance with the opinion 
and findings. 

Lxezanp OLxps. 
Criauve L. Draper. 
Bast Manty. 
Joun W. Scort. 
Crype L. Szaveyr. 


Order disallowing proposed increased rates and charges 
Mississippi River Fuel Corporation 
(G-150) 


Upon consideration of the order of suspension, the answer thereto 
by respondent, Mississippi River Fuel Corporation, the petition re- 
questing and the order granting permission to The Laclede Gas Light 
Company to intervene, the evidence of record, the briefs filed, and 
the oral argument presented, and having on this date made and entered 
its opinion in this matter, containing its findings of fact and conclusions 
therefrom, which opinion, findings, and conclusions are hereby referred 
to and made a part hereof; 

The Commission orders: 

(A) That the increased rates and charges for the sale of natural gas 
to The Laclede Gas Light Company for resale for ultimate domestic 
or commercial consumption, proposed by Mississippi River Fuel Cor- 
poration to be made effective as of January 1, 1940, shall not be or 
become effective ; 

(B) That the rates and charges contained in said Mississippi River 
Fuel Corporation rate schedule FPC No. 1, as modified by supplement 
No. 5, which were in effect on December 31, 1939, for natural gas sold 
by the Mississippi River Fuel Corporation to The Laclede Gas Light 
Company for resale, for ultimate public consumption, shall be and 
remain in force and effect until further order of the Commission. 


IN THE MATTER OF 
SAFE HARBOR WATER POWER CORPORATION, 
LICENSEE 


Investigation on Commission’s Own Motion of Rates Charged for the 
Sale of Electric Energy in Interstate Commerce 


IT-5494 


(Decided June 11, 1940) 
Syllabus 


. The Federal Power Commission, under section 20 of the Federal Power 
Act, has exclusive jurisdiction over the contract rate for the sale by 
a licensee of electric energy at wholesale in interstate commerce. 

. The rate base in rate-making proceedings involving licensed projects is 
governed by Part I of the Federal Power Act. P. 185. 

. The respondent having, in accordance with section 6 of the Federal Power 
Act, accepted in writing all the terms and conditions of the Act and 
license, has agreed to accept the statutory rate base prescribed in Part 
I, section 20, of the Act. P. 185. 

. The Commission may take judicial notice of the fact that “net investment” 
in this case does not exceed the “fair value” of the project. P. 186. 

. Reproduction cost evidence may properly be excluded under sections 20 
and 14 of the Federal Power Act when the fair value of a project is ad- 
mitted to be greater than “net investment.” P. 186. 

. Evidence of “going value” may likewise properly be excluded under sections 
20 and 14 in determining the rate base. P. 186. 

. Net investment as defined in séction 3 (13) of the Federal Power Act means 
the “actual legitimate original cost” of a project minus certain items. 
P. 187. 

. There are two phases to the depreciation problem, one relates to the annual 
expense for depreciation and the other to the accrued depreciation in 
the property on a certain date. The iwo aspects should be in agreement 
because the factors are identical which cause annual depreciation and 
accrued depreciation. P. 187. 

. The principles are the same which govern the estimating of loss in service 
value for both accounting and rate-making purposes. P. 187. 

. Some reasonable limitation must be placed upon the service life of all 
constructed property and equipment in order that depreciation may be 
properly accounted for. P. 188. 

. The problem of recording depreciation is primarily one of making a reason- 
able allocation of total cost to the periods of operation of an asset, in 
other words, to the revenues produced. P. 188. 
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The use of this project will become uneconomical some day and the con- 
trolling depreciation is functional rather than physical. An estimate of 
one hundred years as the maximum service life is adopted as reasonable, 
subject to revision as more definite information becomes available. 
P. 188. 

. Section 3 (18) of the Federal Power Act requires the deduction of the 
depreciation reserve (if earned in excess of a fair return) in computing 
net investment and, therefore, the rate base of a licensed project. P. 189. 

. The sinking-fund depreciation method is employed only with an undepre- 

' ¢@iated rate base. P. 189. 

. Under the compound-interest method of accounting for depreciation, some- 
times called the modified sinking-fund method, both the annuity and the 
interest element are treated as operating expense (under the title of 
depreciation), hence the full service value of depreciable property is 
charged to operations and, accordingly, the resulting depreciation re- 
serve should be deducted in determining the rate base. P. 189. 

. Careful consideration was given to the straight-line method of calculating 
depreciation but, under all the circumstances of the case, the 444% 
compound interest depreciation method is sanctioned. However, this 
decision should not be construed as establishing a precedent of general 
application. P. 189. 

. Where there is a relatively small difference between the depreciation 
reserve aS determined by the Commission and that appearing on the 
books of utility, in order to do justice to both the utility and the consum- 
ers, the book reserve wili be deducted from “actual legitimate original 
cost” in order to determine “net investment” under the statute. P. 190. 

. For rate-making purposes, the Federal Power Commission considers work- 
ing capital, which includes cash, materials, and supplies. as a part of 
licensee’s investment upon which it is entitled to earn a fair return. 
P.- 190. 

19. Factors underlying the determination of a fair return summarized. 
P. . 191. 

20. A fair rate of return on licensee’s net investment plus working capital 
is @%. P. 192. 

21. Rate case expense in the amount of $26,518 should be amortized over a 
five-year period. P. 192, 

22. A simple and practical plan for annual automatic rate adjustments out- 
lined. P. 198. 


George T. Hambright, E. M. Sturtevant, and Charles Markel for 
Safe Harbor Water Power Corporation. 

Joseph Sherbow, for the intervener, Public Service Commission 
of Maryland. 

David W. Robinson, Jr., Milford Springer, and Reuben Goldberg 
for the Federal Power Commission. 


By THe ComMIssIon : 

This proceeding arises under section 20, Part I of the Federal 
Power Act. The question involved is whether the Safe Harbor Water 
Power Corporation, operating its hydroelectric project under Federal 
Power Commission license No. 1025, is receiving more than a fair 
return upon the allowable rate base. 
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HISTORY OF THE CASE 


Safe Harbor Water Power Corporation obtained a license from 
the Federal Power Commission in 1930 to construct and operate a 
large hydroelectric project on the Susquehanna River about eight 
miles south of Lancaster, Pennsylvania. On June 1, 1931, Safe 
Harbor Water Power Corporation contracted to sell all the electric 
energy available from its initial six-unit development to its parent 
companies, Consolidated Gas Electric Light and Power Company 
of Baltimore and the Pennsylvania Water & Power Company. 
Lump sum annual payments were made until 1938, and beginning 
January 1, 1938, the annual payments under the contract were such 
as to yield to the Safe Harbor Corporation a net operating income of 
seven percent, after deducting all reasonable operating expenses, on 
its accumulated actual legitimate original cost in the initial develop- 
ment, averaged for the year in question. This is regardless of the 
amount of electric energy furnished. 

On November 9, 1937, the Commission instituted an investigation 
upon its own motion to determine whether the wholesale rate under 
that 1931 tripartite contract is reasonable. 

After appropriate public notice, public hearings were held in 
October, and November of 1939. During the nine days of the pro- 
ceeding, sixty-six exhibits were introduced into evidence, nine wit- 
nesses testified, and approximately nine hundred pages of oral testi- 
mony were taken. By February 5, 1940, briefs had been filed by 
counsel for Safe Harbor Corporation, People’s counsel to the Public 
Service Commission of Maryland, and counsel for the Federal Power 
Commission. 


JURISDICTION OF THE FEDERAL POWER COMMISSION 


The facts show, and counsel for Safe Harbor Corporation and this 
Commission have stipulated, that the electric energy produced by 
the Safe Harbor project enters into interstate commerce. Under the 
tripartite contract of 1931 the electric energy generated at the Safe 
Harbor project is sold at wholesale to the two parent companies for 
resale. Although this Commission has jurisdiction over the rate 
here by virtue of its authority under Part II of the Federal Power 
Act, which provides for the regulation of “the sale of electric energy 
at wholesale in interstate commerce,” the Commission has asserted 
its jurisdiction in this case under Part I of the Federal Power Act, 
which applies to licensed projects. 


2 Consolidated Gas Electric Light and Power Company owns two-thirds of the out- 
standing stock and Pennsylvania Water & Power Company owns one-third. Each com- 
pany is entitled to electric energy from the project in the proportion of stock ownership. 
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The pertinent portion of section 20, Part I of the Federal Power 


Act, referring to electric energy produced by a licensed project like 
Safe Harbor, provides: 


That when said power or any part thereof shall enter into interstate or 
foreign commerce the rates charged and the service rendered by any such 
licensee, * * * shall be reasonable, nondiscriminatory, and just to the cus- 
tomer and all unreasonable discriminatory, and unjust rates or services are 
hereby prohibited and declared to be unlawful; and whenever any of the States 
directly concerned has not provided a commission or other authority to enforce 
the requirements of this section within such State * * * jurisdiction is 
hereby conferred upon the commission, upon complaint of any person aggrieved, 
upon the request of any State concerned, or upon its own initiative to enforce 
the provisions of this section, to regulate and control so much of the services 
rendered, and of the rates and charges of payment therefor as constitute 
interstate or foreign commerce * * *%, 


Under the authority of section 20 of the Act and the case of 
Public Utilities Commission v. Attleboro Steam & Electric Co., 273 
U. S. 83 (1927), the Federal Power Commission has exclusive juris- 
diction over the contract rate for the sale of electric energy at whole- 
sale in interstate commerce in this proceeding. See Ninth Annual 
Report of the Federal Power Commission, pp. 119-131 (1929). It 
is impossible, therefore, for any state commission to have jurisdic- 
tion over the interstate wholesale rate in this proceeding. Of course, 
this would not be true of interstate retail or intrastate rates which 
are within the jurisdiction of duly authorized state commissions. 


RATE BASE 


Safe Harbor Corporation’s license was issued pursuant to the pro- 
visions of the 1920 Federal Water Power Act. In 1935 Congress 
amended the Federal Water Power Act for clarification purposes and 
reenacted it as Part I of the present Federal Power Act.? 

The rate base in rate-making proceedings involving licensed projects 
is governed by Part I of the Federal Power Act. Section 6, under 
Part I of the Act, provides: 


Licenses under this part shall be issued for a period not exceeding fifty years. 
Each such license shall be conditioned upon acceptance by the licensee of all 
the terms and conditions of this Act and such further conditions, if any, as the 
Commission shall prescribe in conformity with this Act, which said terms and 
conditions and the acceptance thereof shall be expressed in said license. * * * 


Safe Harbor Water Power Corporation accepted in writing all the 
terms and conditions of the Act and license. It, therefore, has agreed 


#8. Rept. No. 621, 74th Cong., 1st sess., p. 17; H. Rept. No. 1318, 74th Cong., 1st sess., 
p. 7; Conference Report, H. R. No. 1903, 74th Cong., 1st sess., secs. 212, 218, p. 47. (1935.) 
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to accept the statutory rate base prescribed in Part I of the Federal 
Power Act. Section 20 of the Act provides that: 


In any valuation of the property of any licensee hereunder for purposes of rate 
making, no value shall be claimed by the licensee or allowed by the Commission 
for any project or projects under license in excess of the value or values prescribed 
in Section 14 hereof for the purposes of purchase by the United States * * * . 


Thus section 20 prescribes the maximum rate base that may be 
claimed or allowed and refers to section 14 which provides: 


* * * the United States shall have the right upon or after the expiration of 
any license to take over and thereafter to maintain and operate any project 
* * * upon the condition that before taking possession it shall pay the net 
investment of the licensee in the project or projects taken, not to exceed the 
fair value of the property taken, * * *. Such net investment shall not in- 
clude or be affected by the value of any lands, rights-of-way, or other property 
of the United States licensed by the Commission under this Act, by the license 
or by goodwill, going value, or prospective revenues; nor shall the values allowed 
for water rights, rights-of-way, lands or interest in lands be in excess of the ac- 
tual reasonable cost thereof at the time of acquisition by the licensee: * * * 


The application of sections 20 and 14 of the Act shows that the 
starting point for determining the rate base in this case is the net 
investment, because it does not exceed the fair value of the property.* 
Counsel for Safe Harbor Corporation and for this Commission stipu- 
lated that the net investment in the project does not exceed the fair 
value of the property. The Safe Harbor project was constructed from 
1930 to 1935. It is common knowledge that it was a period of pre- 
vailing low construction costs, and that construction costs have in- 
creased since that time, and the Commission may take judicial notice 
of the fact that net investment does not exceed the fair value of the 
project. Dayton Power & Light Co. v. Comm., 292 U. S. 290, 311. 

Under the authority of sections 20 and 14 of the Act, the trial 
examiner properly excluded evidence upon the reproduction cost 
of the project as not relevant when counsel for Safe Harbor Corpora- 
tion stated that fair value was greater than net investment. Also, 
the trial examiner acted in accordance with sections 20 and 14 of the 


Act when he excluded Safe Harbor Corporation’s claim for “going 
value.” 


* Section 3 (18) of the Federal Power Act contains this definition: “net investment” in a 
project means the actual legitimate original cost thereof as defined and interpreted in the 
“classification of investment in road and equipment of steam roads, issue of 1914, Inter- 
state Commerce Commission,” plus similar costs of additions thereto and betterments 
thereof, minus the sum of the following items properly allocated thereto, if and to the 
extent that such items have been accumulated during the period of the license from earn- 
ings in excess of a fair return on such investment: (a) Unappropriated surplus, (b) 
aggregate credit balances of current depreciation accounts, and (c) aggregate appropria- 
tions of surplus or income held in amortization, sinking fund, or similar reserves, or ex- 
pended for additions or betterments or used for the purposes for which such reserves were 
created. © * * 
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Net investment as defined in section 3 (13) of the Act means the 
actual legitimate original cost of the project minus certain items. 

By order dated June 22, 1937, this Commission determined the 
actual legitimate original cost of the Safe Harbor project as of 
December 31, 1932. The United States Circuit Court of Appeals for 
the Third Circuit affirmed that order, with a slight modification, so 
that approved project cost totaled $24,858,399.24 for the end of 1932. 
By order of May 14, 1940, the Commission determined the actual 
legitimate original cost of the project for the period from January 
1, 1933 to December 31, 1937, to be $3,081,314.60, which produces a 
total approved actual legitimate original cost of the project of 
$27,939,713.84 as of December 31, 1937. For the purpose of this case, 
but for this purpose only, the Commission will include Safe Harbor 
Corporation’s claimed net additional project costs from December 
31, 1937 to December 31, 1939. This produces a grand total cost in 
round numbers of $28,600,000 to 1940. We shall use $28,600,000 as the 
starting point in testing the reasonableness of present earnings in this 
case. 

DEPRECIATION 


The definition of depreciation in the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees is: 

“Depreciation,” as applied to depreciable electric plant, means the loss in 
service value not restored by current maintenance, incurred in connection with 
the consumption or prospective retirement of electric plant in the course of 
service from causes which are known to be in current operation and against 
which the utility is not protected by insurance. Among the causes to be given 
consideration are wear and tear, decay, action of the elements, inadequacy, 
obsolescence, changes in the art, changes in demand, and requirements of public 
authorities. 


There are two phases to the depreciation problem, one relates to the 
annual expense for depreciation and the other to the accrued deprecia- 
tion in the property on a certain date. The two aspects should be in 
agreement because the factors are identical which cause annual depreci- 
ation and accrued depreciation. The principles are the same which 
govern the estimating of loss in service value for both accounting and 
rate-making purposes. Jn the Matter of Interstate Power Company, 
ante, p. 71; Depreciation Charges of Telephone and Steam Railroad 
Companies, 177 I. C. C. 351, 408. 

In 1934, Safe Harbor Water Power Corporation, complying with 
the Commission’s rules and regulations, filed its depreciation plan 
which it intended to follow and has followed up to the present time. 
Tt has used the 414% sinking-fund depreciation method. In that 
method the annual depreciation charges are so computed that the 
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amount charged to operating expense as depreciation plus 444% 
interest (charged to non-operating expense) on the accumulated 
amounts in the depreciation reserve will equal the service value of 
property at the expiration of its service life. Under this plan only 
the so-called annuity is recorded as a depreciation charge, the interest 
accruals on the accumulated amounts not being regarded as part of 
the depreciation charge but as a separate item in the nature of 
interest expense. The 414% compound-interest depreciation method, 
which we discuss later, is the same as Safe Harbor Corporation’s 
sinking-fund method except that in the compound-interest method 
both the annuity and the interest accruals on the accumulated 
amounts are treated as depreciation charges which the consumer 
pays. 

Safe Harbor Corporation’s depreciation reserve totaled $937,028 on 
December 31, 1939. That reserve was accumulated by using the 444% 
sinking-fund depreciation method. We approve the service lives used 
by the corporation, but certain classes of property which Safe Harbor 
Corporation has listed as nondepreciable should have reasonable serv- 
ice lives placed upon them and we approve the service lives recom- 
mended by experts on the Commission’s staff in exhibit No. 23, table 
1. The limitations of one-hundred-year and thirty-year service lives, 
placed on property which Safe Harbor Corporation classified as non- 
depreciable and to which it assigned indefinite service lives, are based 
upon a thorough study of the subject of depreciation. Safe Harbor 
Corporation’s depreciation witness admitted that the constructed prop- 
erty which the corporation classified as nondepreciable, chiefly the 
concrete dam, would not last forever; and that the Safe Harbor proj- 
ect itself would not exist forever. Some reasonable limitation must 
be placed upon the service life of all constructed property and equip- 
ment. We know that while, as far as physical inspection reveals, the 
project appears to be nearly as good as ever, certain forces have been 
working which will continue and inevitably terminate the useful life 
of the project. Property begins to depreciate from the moment of 
its use. Knoawville v. Knowville Water Co., 212 U.S. 1, 13. 

It must be remembered that the problem of recording depreciation 
is primarily one of making a reasonable allocation of total cost to 
the periods of operation of an asset, in other words to the revenues 
produced. Since the use of this project will become uneconomical 
some day and the controlling depreciation is functional rather than 
physical, we find that the estimate of one hundred years as the max- 
imum service life is reasonable for the project at present. The rates 
of depreciation, of course, are subject to revision as more definite 
information becomes available, 
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If Safe Harbor Corporation had employed the service lives which 
we now prescribe for the property it classified as nondepreciable, its 
depreciation reserve would have totaled $1,139,805 on December 31, 
1939. If Safe Harbor Corporation had used the 414% compound- 
interest method for accounting for depreciation, its depreciation re- 
serve would have been identical, or $1,139,805 at the end of 1939. 

Section 3 (13) of the Federal Power Act requires the deduction of 
the depreciation reserve (if earned in excess of a fair return) in com- 
puting net investment and, therefore, the rate base, of this licensed 
project. The sinking-fund depreciation method is employed only 
with an undepreciated rate base. This is sé because under the sinking- 
fund principle, the entire service value (cost less net salvage) is not 
charged to operating expense, but only the annuity is classified as an 
operating expense, the calculated interest (frequently the larger 
element) being charged to nonoperating expense. 

There is another method, called the compound-interest method, or 
sometimes the modified sinking-fund method, which accumulates a 
reserve in the manner and to the same degree as the sinking-fund 
method, but under which the reserve would be deductible in comput- 
ing net investment. Under the so-called compound-interest method, 
both the annuity and the interest element are treated as operating ex- 
penses (under the title of depreciation) hence the full service value of 
depreciable property is charged to operations and accordingly the re- 
sulting depreciation reserve should be deducted in determining the 
rate base. 

Careful consideration has been given the straight-line method. That 
method would have accumulated a reserve of $2,081,932 in excess of 
the 414% sinking-fund method or 444% compound-interest method 
as of December 31, 1939, had it been applied from inception of op- 
erations to that date. The company filed its depreciation method 
with the Commission several years ago and has been following that 
method consistently with the Commission’s knowledge. Considering 
all the circumstances in this case, it is believed that the 444% com- 
pound-interest depreciation method should be employed rather than 
the straight-line or sinking-fund method. The decision on this sub- 
ject in this case should not be construed as establishing a precedent 
for a particular depreciation method for all licensed hydroelectric 
projects. 

In prescribing for Safe Harbor Corporation’s future depreciation 
accounting, the 414% compound-interest method based upon the ap- 
proved service lives of the property, the Commission is aware of the 
corporation’s duty to establish and maintain adequate depreciation 
reserves and the public’s interest in the promotion of good service and 
the prevention of the impairment of the capital investment in this 
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project. Section 10 (c), Federal Power Act; Knoxville v. Knowville 
Water Co., supra, 14. 

Now we approach the problem of the amount of depreciation reserve 
to be deducted from cost for rate-making in this case. 

The rate base in this case must be the net investment in the project 
plus a reasonable allowance for working capital. Section 3 (13) of 
the Federal Power Act defines net investment as the actual legitimate 
original cost minus, among other items, “aggregate credit balances of 
current depreciation accounts” to the extent that they have been ac- 
cumulated in excess of a fair return on such investment. 

Sefe Harbor Corporation earned an average rate of return of 5.45 
percent on its actual legitimate original cost plus working capital from 
the date of commencement of commercial operations to December 31, 
1939, according to its own method of computing operating income. 
This average rate will have increased to over 5.5% by June 30, 1940, 
because since January 1, 1938, the eontract rate has been 7% on actual 
legitimate original cost. Applying the 414% compound-interest 
method to the period under review, but using actually recorded fig- 
ures for depreciation, the average return to June 30, 1940, will have 
been 5.62% on net investment, it is estimated. 

In view of the fact that the revenues during this period were 
fixed by affiliated companies dealing with each other, together with 
the fact that we are considering a developmental period which oc- 
curred in a great economic depression, we find that Safe Harbor 
Corporation’s average rate of return for the period was fair. The 
deduction of the book depreciation reserve as of June 30, 1940, is there- 
fore justified under the provisions of sections 3 (13), 14, and 20 of the 
Act. 

Although the depreciation reserve requirement at the end of 1939 
was $1,139,805 computed upon either the 444% sinking-fund or 444% 
com pound-interest basis, using our prescribed service lives, the relative 
difference between that and the book reserve is not substantial, so to 
do justice to both the utility and the customers we find the book 
reserve to be the practical and equitable measure of accrued deprecia- 
tion to be deducted from the actual legitimate original cost in this 
case. 

WORKING CAPITAL 


For rate-making purposes we consider working capital, which in- 
cludes cash, materials and supplies, as part of Safe Harbor Corpora- 
tion’s investment upon which it is entitled to earn a ‘fair return. 
The chief accountant of the corporation testified that $200,000 would 
be sufficient to meet the working capital requirements of the project 
in the near future. This amount recognizes the progressive trend in 
the working capital requirements which the corporation has experi- 
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enced, the predicted increase in maintenance costs, and the upward 
trend in prices for materials and supplies. We find that $200,000 
is a proper allowance for working capital to be added to the de- 
preciated rate base in this case. 


RATE OF RETURN 


The United States Supreme Court has stated that “what will con- 
stitute a fair return in a given case is not capable of exact mathe- 
matical demonstration” and that “it is a matter more or less of ap- 
proximation about which conclusions may differ.” United Railways 
v. West, 280 U. S. 234, 251. From an examination of the decisions 
of the United States Supreme Court, other courts and commissions, 
certain recognized principles surrounding the problem of return 
can be derived. The factors underlying the determination of a fair 
return can be summarized as follows: 

1. A proper rate of return is a flexible concept and not a static rule. 

2. What return is proper necessitates the exercise of enlightened 
judgment in each case. 

8. Current conditions are controlling, and general conditions affect- 
ing all business should be considered. 

4. The return should be sufficient to assure confidence in the financial 
soundness of the utility, maintain its credit and attract the required 
capital. 

5. The propriety of the allowed return depends largely upon the 
circumstances, locality, and risk of the utility enterprise. 

6. The return should be equal to that generally being made at the 
same time and in the same general region on investments in other 
enterprises which have corresponding risks. 

7. The historical cost of money to the utility, and the current cost 
of money should be considered. 

8. A utility’s corporate structure, financial history, and past opera- 
tions should be considered. 

9. The return should reflect, among other things, due recognition of 
éfficiency or lack of efficiency in management. 

10. The future prospects of the utility, its taxes and development, 
the potential stimulation from reduced rates and the character of 
the service should be considered. 

We note that the allowed rates of return from public utilities show 
a trend from six percent before the First World War to eight percent 
before the depression of the last decade, and since that depression to 
six percent again. 

The record includes comprehensive economic information on the 
subject of rate of return, which shows general interest rates and 
yields, utility interest rates and yields, general economic conditions. 
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comparative risk data, financial history of Safe Harbor Corporation 
and its parent companies, local conditions and Safe Harbor Corpora- 
tion’s position in a unified and coordinated power system. 

The evidence reveals the marked stability of earnings of utility 
corporations as compared with those of railroad and industrial cor- 
porations. There has been a decline in interest rates and return on 
money in the last decade. Safe Harbor Corporation’s project is an 
integral part of a coordinated power system in a region with exten- 
sive industry, agriculture and a large population. Safe Harbor Cor- 
poration has the interested financial support of its parent- companies. 
Safe Harbor Corporation has shown skill and high efficiency in the 
development and management of its project. During the develop- 
mental period of 1932 to 1939 the increasing capacity of the project 
was coordinated economically with the existing regional power sys- 
tem. Safe Harbor Corporation’s project has been financed through 
the issuance of first mortgage sinking fund gold bonds, 444% series 
due in 1979 in the amount of $21,000,000, and capital stock purchased 
by its two parent companies totaling $9,000,000. 

We have reviewed the seven cases in 1939 in which courts and com- 
missions prescribed six percent as a reasonable rate of return for 
electric, gas, telephone and bridge utilities. The Illinois Supreme 
Court held in 1939 that a rate of return slightly more than five per- 
cent was not confiscatory, but the Court emphasized the difference 
between a reasonable rate of return and a nonconfiscatory one, and 
the rate base was fair value there as distinguished from the net in- 
vestment base used in this case. People’s Gas Light and Coke Co. v. 
Slattery, 373, Til. 31, 31 P. U. R. (N. S.) 193, 217. 

After a consideration of the comprehensive evidence in this case 
and applying it to the recognized factors underlying the determination 
of a fair rate of return, we find that for the present and the near future 
the fair rate of return for Safe Harbor Water Power Corporation 
is six percent on its net investment plus working capital. That rate of 
return will be just to consumers and protect the interests of investors. 


RATE REDUCTION 


Comparing the rate base, net operating income and the rate of return 
found to be fair in this case, we find that a reduction must be made 
in Safe Harbor Corporation’s total compensation under the contract 
of June 1, 1931. 

We accept Safe Harbor Corporation’s statement of annual operat- 
ing expenses and taxes, which appear to be reasonable. The 1940 
annual expense for depreciation on the prescribed 414% compound- 
interest method will be about $193,654. Safe Harbor Corporation 
stated that it had rate case expensés totaling $26,518 and we find that 
they should be amortized over a five year period. 
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Dealing in round numbers the following computation illustrates 
the method to be pursued and indicates the approximate rate reduction 
to be made in this case: 


1. Original cost 12-31-39. 
2. Reserve for depreciation 


5. Approximate rate base 
6. Rate of return 


7. Fair return 
8. Estimated return under contract. 


AUTOMATIC RATE ADJUSTMENT PROVISION 


No consideration has been given to the new 25-cycle unit which is 
being installed or to the working capital requirements which will 
result from that installation because those will be provided for auto- 
matically under the rate adjustment procedure which we prescribe in 
this case. 

According to present plans, Safe Harbor Corporation’s project will 
not have a major addition for many years after the new unit is in- 
stalled this year. This condition will facilitate Safe Harbor Corpora- 
tioh’s adjustment of its own rate annually on the formula to be pre- 
scribed. The six percent rate of return will control Safe Harbor 
Corporation’s compensation on the allowable rate base, adjusted an- 
nually, and no more rate proceedings will be required until economic 
conditions so change as to necessitate an adjustment in that rate of 
return. Safe Harbor Corporation will be required to determine 
annually its claimed actual legitimate original cost, by starting with 
the most recent determination of actual legitimate original cost by this 
Commission, and adding the cost of additions and betterments and 
subtracting the cost of retirements. The Corporation will be re- 
quired to subtract from the cost thus ascertained the existing depre- 
ciation reserve based on the 414% compound-interest method to 
ascertain the depreciated cost. To this balance shall be added working 
capital requirements to establish the allowable rate base. The claimed 
actual legitimate original cost and the depreciation reserve shall be 
averaged for the year in computing the rate base. The annual return 
or operating revenue to which Safe Harbor Corporation will be 
entitled shall. be computed by multiplying that rate base by the six 
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percent. This return, plus operating expenses, can then be charged 
to Safe Harbor Corporation’s two parent-customer companies. This 
is a simple and practicable plan for annual automatic rate adjustments 
and is similar to the procedure employed by Safe Harbor Corporation 
under its 1931 power contract, which is the subject of this proceeding 
and which shall be modified to conform with our findings. From 
time to time the Commission will make such investigation of claimed 
actual legitimate original cost, depreciation and operating expenses 
as appears to be appropriate. 


FINDINGS OF FACT 


Based upon a consideration of the evidence, we may summarize 
the findings of fact, which have been stated heretofore in greater 
detail, as follows: 

1. The electric energy produced by the licensed Safe Harbor hydro- 
electric project is transmitted, in large part, from the project in 
Pennsylvania to Consolidated Gas Electric Light and Power 
Company of Baltimore. 

2. Safe Harbor Corporation sells its entire electric energy output 
to Pennsylvania Water & Power Company and Consolidated Gas 
Electric Light and Power Company of Baltimore for resale. 

3. The actual legitimate original cost of the Safe Harbor project as 
of December 31, 1937, was $27,939,713.84. (For treatment of 
additional claimed cost to 1940 see p. 187.) 

4, Safe Harbor Corporation’s book reserve for depreciation totaled 
$937,028 on December 31, 1939. 

5. Working capital requirements for the near future will be 
$200,000. 

6. The service lives for classes of property recommended by the 
Commission’s staff in exhibit No. 23, table 1, are proper and reason- 
able and should be adopted by the Safe Harbor Corporation in its 
accounting for depreciation. 

7. The 444% compound-interest method of determining deprecia- 
tion is the method most adaptable to this case and should be 
employed by the Safe Harbor Corporation. 

8. Under the facts and circumstances of this case, six percent is a 
fair rate of return on net investment (actual legitimate original cost, 
less depreciation reserve) plus working capital. 

9. Safe Harbor Corporation’s rate case expenses totaling $26,518 
are reasonable and should be amortized over a five-year period. 


CONCLUSIONS OF LAW 


Based upon the foregoing findings of fact in this case, we conclude 
that: 
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1. The Federal Power Commission has jurisdiction over the Safe 
Harbor Water Power Corporation and the subject matter of this 
proceeding ; : 

2. Net investment in the Safe Harbor project, plus working 
capital, is the proper rate base in this case; 

3. Safe Harbor Water Power Corporation’s 1931 contract whole- 
sale rate for electric energy is unreasonable and unjust to the extent 
that it exceeds the amount we found to be fair, just and reasonable; 

4. The 1931 contract rate should be modified to provide for the 
lawful rate and we will fix by order the method of determining, 
annually, the just and reasonable rate. 

This is a rate case free from the complexities of ordinary rate 
cases and it demonstrates the fairness and practicability of the rate- 
making principle which employs the stable rate base and a flexible 
rate of return to meet changing economic conditions. Net invest- 
ment as a rate base is definite, stable, and readily ascertainable. Net 
investment, under the Federal Power Act, is the equivalent of what 
Mr. Justice Brandeis termed “prudent investment” in the case of 
Southwestern Bell Telephone Company v. Pub. Serv. Comm., 262 
U. S. 276, 289. The net investment rate base provided for licensed 
hydroelectric projects by the 1920 Congress reflects wisdom in the 
rejection of the fluctuating and speculative elements of “fair value” 
and the adoption of the stable net investment base. The “fair value” 
rule for rate-making, with its speculative element of reproduction 
cost, has been demonstrated by experience to be delusive. In the 
attempt to apply the “fair value” rule insuperable obstacles have 
been encountered.* In our opinion, net investment, or its equivalent 
prudent investment, is the truest measure of fair value for public 
utility rate making. Net investment, or prudent investment, is based 
upon established facts and is not subject to the vagaries of theories, 
imagination, and abrupt fluctuations of prices and conditions. It 
eliminates unwarranted demands upon consumers through the pro- 
jection of future rates upon ephemeral values and gives stability to 
rates, which minimizes the economic shocks from sharp fluctuations 


*For example, the Wisconsin Commission applied the “fair value” rule in a case which 
consumed five years. The utility had about 200 men engaged in an appraisal for two 
years. The Commission’s appraisal work occupied about 100 man-years. 117,266 working 
papers were the basis for the Commission’s appraisal exhibits. The Commission's account- 
ing staff devoted about 25 man-years to its exhibits and accumulated 21,746 work sheets. 
The hearing required many weeks and resulted in a record of 12,106 pages of transcript 
and 413 exhibits. Re Wisconsin Telephone Company, 13 P. U. R. (N. S.) 224, 233 (1936). 
By contrast, all of the actual legitimate original cost determination proceedings involving 
the Safe Harbor hydroelectric project, plus the application of the statutory rate base of 
net investment founded on that cost in this rate proceeding, required only a small per- 
centage of the time, effort and expense necessitated by the Wisconsin Commission’s “fair 
value” case. For a resume of utility rate case histories which show the time-consuming 
Process of the “fair value” rule see Mr. Justice Brandeis’ concurring opinion in St. Joseph 
Btock Yards Oo. v. United States, 298 U. S. 38, 88. 
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in prices. Under the uniform system of accounting, which has been 
prescribed for the utility industry by regulatory commissions, it will 
be an economical procedure to use the net investment or prudent in- 
vestment rate-making principle, and unwarranted expenditures by 
the utilities and the Commission, which are necessitated by the “fair 
value” rule, will be eliminated with consequent benefits to consumers, 
investors and taxpayers. 
An appropriate order will be issued in accordance with this opinion, 
findings of fact and conclusions of law. 
Lxtanp.Oxps. 
Craupe L. Draper. 
Bastt Manty. 
Crypp L. Seaver. 


Order Requiring Filing of Schedule of Reduced Rate and Prescribing 
Procedure for Annual Adjustment of Rate 


Safe Harbor Water Power Corporation 
(IT-5494) 


Upon consideration of the orders previously issued in this case, the 
evidence of record, the briefs filed, and the Commission having on 


this date rendered its opinion in this matter, containing its findings 
of fact and conclusions of law, which are hereby incorporated by refer- 
ence as part of and the basis for this order, 

It is ordered by the Commission that: 

(1) Safe Harbor Water Power Corporation revise its filed rate 
schedule FPC No. 1, dated June 1, 1931, so as to provide for a 6% 
return on the average net investment in its licensed project plus 
working capital, as more fully set forth in the above opinion, said 
revised rate schedule to be effective on and after July 1, 1940; 

(2) Safe Harbor Water Power Corporation shall file on or before 
August 1, 1940, a statement showing the computation, in accordance 
with the opinion, of its net investment and working capital as of July 
1, 1940, and the estimated average amounts thereof for the period from 
July 1, 1940, to December 31, 1940; the estimated operating expenses, 
depreciation, taxes and return for that period and the resulting esti- 
mated charges under its revised rate schedule; 

(3) Safe Harbor Water Power Corporation shall file, on or before 
February 15 of each year, a statement showing, for the previous 
calendar year, the computation, in accordance with the opinion, of 
its average net investment and working capital, its operating expenses, 
depreciation, taxes and return, and the resulting charges to its custom- 
ers under said revised rate schedule. 
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DISSENTING OPINION 


Soorr, Commissioner, dissenting: 

I am, with certain exceptions, in general agreement with the action 
of the majority in this proceeding. With due deference to their con- 
clusions, however, I feel that the record in the instant case warrants 
Commission action more effectively protecting consumer interests. It 
seems worthwhile briefly to indicate my views. 

The majority proposes to allow respondent a 6% rate of return on 
the rate base here determined. Considering the factors underlying the 
determination of a fair rate of return, it would appear, from an ex- 
amination of the record, that allowance to the respondent of any rate 
of return greater than 514% would, in my opinion, be excessive. 

What does the’record disclose concerning this matter? It includes, 
as the majority has indicated, comprehensive information on the sub- 
ject of rate of return, which shows general interest rates and yields, 
utility interest rates and yields, general economic conditions, compar- 
ative risk data, financial history of the respondent and its parent com- 
panies, local conditions, and the respondent’s position in a coordinated 
power system. 

The marked stability of earnings of utility corporations as compared 
with those of railroad and industrial corporations is developed in the 
record. The decline in interest rates and return on money is shown. 
The strategically favorable location of the Safe Harbor hydroelectric 
development in one of the country’s great industrial, rich agricultural, 
and thickly populated areas is disclosed. The advantage to the respond- 
ent of the interested financial support of its parent companies, the 
Consolidated Gas Electric Light and Power Company of Baltimore 
and the Pennsylvania Water and Power Company, as evidenced by 
their 100% ownership of its capital stock, and their unconditional 
guarantee of the principal and interest on its bonds, is revealed by the 
record. Another advantage disclosed is the coordination of respond- 
ent’s facilities with its parents’ systems under a long-term, contract 
running until 1980, permitting a greater utilization of its facilities 
and tending to eliminate conditions likely to create a competitive 
situation. 

The foregoing facts are undisputed and significant. What is of 
greater significance in this record is the obvious indifference displayed 
by the Safe Harbor Corporation to consumers’ interests, as evidenced 
by its failure to take advantage of currently available low interest 
rates. The project here involved was financed through the issuance of 
414% bonds due in 1979, in the amount of $21,000,000, of which less than 
$1,000,000 have been retired, and capital stock purchased by its two 
parent companies, totaling $9,000,000. These bonds now are selling, 
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and in 1939 and for several years have sold, at an average price sub- 
stantially in excess of the call price. The Consolidated Company 
during the last two years has successfully floated refunding bond 


issues at 38% and 314%, yielding as low as 2.75% to the investor. In 
response to inquiry on cross-examination as to whether there were any 


reasons why the Safe Harbor company could not take advantage of 
the favorable money market then prevailing, the company’s expert 
financial witness, who had testified to an extensive experience and study 
of new projects and reorganizations in the public utility field and to 
familiarity with Safe Harbor and its parent companies, stated : 

I don’t know, I don’t know. I have not studied it from that point of view. 
I worked on lots of refunding proposals, but I have not worked on that one, 
because I have never been told to do so. 

This witness earlier had admitted that if Safe Harbor were being 
financed in 1939, the coupon rate would have been definitely less than 
415%. 

The record contains an abundance of evidence showing advantages 
accruing to the Safe Harbor company, factors contributing to a favor- 
able market for its securities, in addition to the interest and support 
of its financially strong and successful parent companies. In con- 
trast, the record is totally bare of evidence showing any effort on the 
part of the Safe Harbor company to take advantage of the low interest 
rates currently available in the then prevailing favorable money 
market. ‘ 

If, for no other purpose than to encourage the refunding of the 
bonded debt at a rate in harmony with the prevailing level of interest 
rates, the rate of return to this utility should, in my opinion, be reduced 
to 514%. Oviously, it is a public-utility policy to stay in debt. 
Bonded debts are refunded and increased, but seldom extinguished. 
In the affiliated group of the Consolidated, Pennsylvania, and Safe 
Harbor companies, a fair return on the $9,000,000 of equity money 
would, the record discloses, be assured, if this Commission were to 
reduce the rate of return to 514%. 

Such a reduction, it would appear, should result in a prompt re- 
funding of bonds and, consequently, substantial savings in interest, 
more than compensating for the reduction in respondent’s revenues. 
The parent companies (Consolidated and Pennsylvania), as indi- 
cated, own all the Safe Harbor stock. These corporations, as 
investors, are earning a higher rate of return on their common-stock 
investment in Safe Harbor, the record reveals, than present pur- 
chasers in the public market of common stock of either parent com- 
pany. A reduction in the rate of return from 7% to 512%, instead 


2 Prior to June 1, 1936, call price was 105; thereafter for a period of five years, 104. 
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of to 6% as proposed by the majority, would assure an additional 
saving to consumers to which, I believe, they are clearly entitled on 
the evidence in this proceeding. ; 

When we say that with a 514% rate of return the return on equity 
money would be sufficient, it should not be forgotten that profits on 
the use of borrowed money will be accruing to Safe Harbor’s parent 
companies. While the courts approve profits on borrowed money on 
the theory that it compensates the owners of the utility for risk, I 
believe this Commission should be entitled both to consider such profit 
and to appraise that risk in determining a fair rate of return. 

I cannot acquiesce in the adoption of a 6% rate of return in this 
proceeding, particularly, when respondent has made no effort to take 
advantage of favorable conditions for refunding its bonded debt. A 
6% rate, I believe, fails properly to consider the interests of the con- 
suming public. A reduction from the present rate of return to one of 
514% would effect a reduction approximating one-half million dollars 
in the energy cost to respondent’s parent companies, which, assuming 
it were to be passed on, would more adequately protect the interests 
of the ultimate consuming public. 

It is my firm conviction that a 514% rate of return for the Safe 
Harbor Corporation would be fair, compensatory, and nonconfisca- 
tory. Cf. Peoples Gas Light and Coke Company v. Slattery, 373 Til. 
31, 31 P. U. R. (N. S.) 193, 217-219. Accordingly, I find myself con- 
strained to dissent from the majority. 



























IN THE MATTER OF 
COLUMBIAN FUEL CORPORATION 


Suspension of Proposed Increased Rates for the Sale of Natural Gas in 
Interstate Commerce 


G-143 
(Decided June 29, 1940) 
Syllabus 


1. The Federal Power Commission does not ltave jurisdiction under the 
Natural Gas Act to regulate rates charged for sales of natural gas 
in interstate commerce for resale by a company engaged solely in the 
production and gathering of natural gas where the sales are made as an 
incident to and immediately upon completion of such company’s produc- 
tion and gathering of the natural gas, and the company is not otherwise 
subject to the jurisdiction of the Commission. Sections 1 (a), 1 (b), 
2 (6), and 4 (e) construed. Held, that suspension order issued under 
section 4 (e) must be vacated and the proceeding dismissed for want 
of jurisdiction. Dissenting opinion by Commissioner Scott. 


Reid L. Carr, Harry J. Garrity, and W. C. Revercomb for the Co- 
lumbian Fuel Corporation. 

J. W. Jones for the State of Kentucky and the Public Service Com- 
mission of Kentucky, Amici Curiae. 

W. Holt Woddell for the State of West Virginia and the Public 
Service Commission of West Virginia, Amici Curiae. 

John EF. Benton and Benjamin H. B. Smart for the National Asso- 
ciation of Railroad and Utilities Commissioners, Amici Curiae. 

Hiram M. Dow for the Mid-Continent Oil and Gas Association, 
Amicus Curiae. 

Russell B. Brown for the Independent Petroleum Association of 
America, Amicus Curiae, 

Richard J. Connor, Edward H. Lange, Gregory Hankin, and W. 
Russell Gorman for the Federal Power Commission. 


By tHe Commission: 


This is a proceeding under section 4 (e) of the Natural Gas Act. 
On October 31, 1939, we issued an order suspending changes in the 
price of natural gas furnished by the Columbian Fuel Corporation, 
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hereinafter referred to as respondent, to the Warfield Natural Gas 
Company under a contract between the two companies made on 
November 18, 1931. ; 

This contract originally provided that the price should be 12 cents 
per thousand cubic feet until November 1, 1932, 14 cents per thousand 
cubic feet from November 1, 1932, to November 1, 1935, and 15 cents 
per thousand cubic feet from the latter date until November 1, 1940. 
On November 15, 1934, these companies entered into a supplemental 
agreement reducing the rates to 11 cents per thousand cubic feet 
from that day until November 1, 1935, to 12 cents per thousand 
cubic feet from the latter date up to November 1, 1939, at which time 
the 15-cent price established by the original agreement was to be 
restored. 

On October 17, 1938, the respondent filed the aforesaid contract 
and supplement with the Commission, and on September 20, 1939, 
the respondent filed a statement to the effect that in accordance with 
these agreements the increased rates and charges would become 
effective on November 1, 1939. It was this proposed increase that 
was suspended by our order of October 31, 1939, which also required 
that during the period of suspension the rates and charges then 
being collected and received by the respondent from the Warfield 
Company be continued in effect. 

The matter was set for hearing before an examiner. During the 
hearing the respondent filed a motion to dismiss the proceeding on 
various grounds which, for the present purposes, may be summarized 
as follows: (1) Assuming that respondent’s sales to the Warfield 
Company were sales in interstate commerce, the rate provisions in 
the Natural Gas Act are not applicable to the respondent, which is 
a producer and gatherer of natural gas; (2) the respondent’s sales to 
the Warfield Company are not sales in interstate commerce and, 
therefore, the respondent is not a natural gas company within the 
meaning of the Act and, therefore, the provisions of the Act do not 
apply to the respondent; and (3) the contract rate effective November 
1, 1939, was not a “new schedule” within the meaning of section 4 
(e) of the Act and, therefore, the suspension order of October 31, 
1939 should be vacated. Evidence was presented on the jurisdictional 
questions. 

At the conclusion of these hearings, briefs were filed by the respond- 
ent, by counsel for the Commission, and by the Public Service Com- 
mission of Kentucky, the State of West Virginia, the Public Service 
Commission of West Virginia, the National Association of Railroad 
and Utilities Commissioners, the Mid-Continent Oil and Gas Asso- 
ciation, and the Independent Petroleum Association of America as 
amici curiae, who also participated in the oral argument before the 
full Commission. The questions were extensively briefed and argued. 





FEDERAL POWER COMMISSION 


FINDINGS 


The facts developed in the record show that: 

(1) The Columbian Fuel Corporation is a Delaware corporation 
organized in 1936 as successor to the Piney Oil and Gas Company, 
both being hereinafter referred to as respondent. Respondent’s prin- 
cipal office is in Prestonburg, Kentucky, and it is authorized to do 
business in various states, including the State of Kentucky. 

(2) Respondent produces and gathers natural gas in several coun- 
ties in Kentucky upon its properties consisting of fourteen areas 
aggregating in excess of 14,000 acres on which are located approxi- 
mately 138 producing gas wells. 

(3) The gas produced by the respondent is delivered to the War- 
field Natural Gas Company, hereinafter referred to as Warfield, at 
the termini of respondent’s gathering lines, except that a portion of 
the gas is delivered from a compressor station owned by respondent 
and located on Bull Creek in Floyd County adjacent to some of the 
producing areas. All of the deliveries are made within the State 
of Kentucky, and upon delivery made respondent has no ownership 
in or control over the gas. 

(4) Warfield is a corporation engaged in the business of transport- 
ing and selling natural gas. As part of its transmission system, 
Warfield has a compressor station near Maytown, Kentucky, at a 
point known as Warco, also a transmission pipe line extending from 
this compressor station in a northerly direction to a point on the 
Kentucky-West Virginia State line. At this point the Warfield pipe 
line connects with a transmission line extending into West Virginia, 
owned by an affiliated corporation, United Fuel Gas Company, 
hereinafter referred to as United. 

(5) Warfield’s transmission system also connects with a compres- 
sor station and the Eastern Seaboard line owned by the Atlantic 
Seaboard Corporation, hereinafter referred to as Seaboard. Sea- 
board is a corporation engaged in the business of transporting natural 
gas. Its pipe line commences at the aforesaid compressor station 
and extends in an easterly direction into the State of West Virginia, 
thence northerly across the States of West Virginia and Maryland. 

(6) A part of the natural gas sold by respondent to Warfield is 
resold by the latter within the State of Kentucky. A large portion 
of the gas sold by respondent to Warfield is resold by the latter to 
United and is transmitted into the State of West Virginia. The gas 
is then resold by United for commercial and industrial uses without 
the State of Kentucky. From 40 to 50 percent of the gas sold by 
respondent to Warfield is delivered by the latter to the Seaboard line 
from which the gas is sold and delivered in large quantities to local 
distributing companies in West Virginia and in Maryland. 
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(7) There is a regular unbroken and uninterrupted transmission 
and a continuous flow of the natural gas sold by respondent to War- 
field from the areas in Kentucky to destinations in other states and 
in the District of Columbia. Such transportation is intended to be 
and is being carried on as an established course of business. 


THE QUESTION OF JURISDICTION 


The important question before the Commission in this case is 
whether the Natural Gas Act confers on the Federal Power Com- 
mission jurisdiction over a company engaged solely in the production 
and gathering of natural gas when such company is also engaged 
in the sale of such gas in interstate commerce. In attempting to reach 
a reasonable answer the Commission has examined (a) the language 
of the Act as a whole, without other evidences of Congressional 
intent, (6) the report of the Congressional committees recommending 
the legislation, and (c) the expressions of individual Congressmen 
in the course of the debate on the bill. 

The results of its examinations may be summarized under the 
several heads as follows: 


LANGUAGE OF THE ACT 


The Act, section 1 (a), asserts that Federal regulation in matters 


relating to the transportation of natural gas and the sale thereof in 
interstate commerce is necessary in the public interest. This, taken 
alone, would indicate a broad determination to protect ultimate con- 
sumers of natural gas by closing the gap in regulation resulting from 
the lack of state jurisdiction over sales in interstate commerce. 

The Act further, section 1 (b), states that its provisions apply to 
the sales in interstate commerce of natural gas for resale for ultimate 
public consumption and to natural gas companies engaged in such 
sale. A “natural-gas company” is defined for the purposes of the 
Act, section 2 (6), as a person engaged in the transportation of 
natural gas in interstate commerce, or the sale in interstate 
commerce of such gas for resale. 

So far, the language of the Act would clearly make a company 
engaged exclusively in the production and gathering of natural gas 
which also sold gas in interstate commerce for resale, such as the 
respondent, a natural-gas company subject to the jurisdiction of the 
Commission. 

The Act, however, contains qualifying language, section 1 (b), 
stating that the provisions of the Act shall not apply “to the produc- 
tion or gathering of natural gas.” This negative language is rela- 
tively broad in scope and may be properly distinguished from the 
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narrower and more explicit language of other statutes limiting the 
exemption from jurisdiction to the facilities used in the performance 
of some function. 

Clearly, if the language above quoted is interpreted as excluding 
from Commission jurisdiction, and hence from Federal regulation, 
all companies whose sales of natural gas are made at the well mouth 
or at the end of gathering lines, there will be important initial sales 
of natural gas in interstate commerce which will remain outside the 
field of regulation altogether. Such unregulated sales would, then, 
represent important elements in the costs which must be taken 
into account in the regulation of all subsequent sales subject to 
Federal or state jurisdiction. | 

Consideration should also be given to the fact that, if the jurisdic- 
tion of the Commission under the Natural Gas Act is assumed to 
extend to all companies whose natural-gas business is concerned ex- 
clusively with production or gathering, the Commission’s regulatory 
authority would not be limited to their charges for sales of natural 
gas in interstate commerce but would extend to other aspects of the 
function of producing and gathering. Thus, under section 7, the 
Commission could order such a company to extend or improve its 
transportation (gathering) facilities. The company, further, could 
not abandon its facilities without Commission approval, nor could 
it extend its facilities for transportation of natural gas to or sell 
natural gas in a market already served by a “natural-gas company” 
without obtaining a certificate of convenience and necessity from the 
Commission. 

Further investigation of the Act shows that the language can by 
no means be interpreted as excluding all production and gathering. 

Section 9, for instance, authorizing the Commission to determine 
rates of depreciation and amortization of the several classes of 
property of each natural gas company, includes property used and 
useful in “production,” as well as property used and useful in the 
transportation or sale of natural gas. 

Similarly, section 10 enables the Commission to require reports 
including, among other things, “cost of facilities, cost of maintenance 
and operation of facilities for the production, transportation, or sale 
of natural gas,” etc. And section 14 enables the Commission to deter- 
mine the adequacy or inadequacy of the gas reserves held or con- 
trolled by any natural gas company, or by anyone on its behalf. 

From this review of the language of the Act, without reference 
to interpretive statements, it appears clear that Congress did not in- 
tend to exclude or exempt all production and gathering from the 
regulatory authority of the Commission. 
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REPORT OF CONGRESSIONAL COMMITTEE 


Further light is thrown upon the intent of Congress by the report 
of Committee on Interstate and Foreign Commerce of the House of 
Representatives in reporting out the bill. The Committee states that 
the bill, if enacted, would for the first time provide for the regulation 
of natural-gas companies transporting and selling natural gas in 
interstate commerce. It states further that the bill is so drawn 


as to complement and in no manner usurp State regulatory authority. 
It continues: 





Your committee believes that this legislation is highly desirable to fill 


the gap in regulation that now exists by reason of the lack of authority of 
State commissions. 


Taken by itself, this language would clearly imply an intent to 
provide for regulation of all interstate wholesale sales affecting the 
final price paid by consumers for natural gas. 

Commienting on the language of the bill providing that the pro- 
visions of the Act should not apply “to any other transportation or 
sale of natural gas or to the local distribution of natural gas or to 
the facilities used for such distribution or to the production or 
gathering of natural gas,” the committee said: 

The quoted words are not actually necessary, as the matters specified therein 
could not be said fairly to be covered by the language affirmatively stating the 
jurisdiction of the Commission, but similar language was used in previous 
bills, and, rather than invite the contention, however unfounded, that the 
elimination of the negative language would broaden the scope of the Act, the 
committee has included it in this bill. 

The previous bill was clearly designed to limit Federal regulation 
to the interstate transmission pipe line companies and the whole- 
sale transactions at the end of such lines. It is, therefore, a fair 
assumption that, in the intention of the committee, the language of 
the bill which became the Natural Gas Act limited the jurisdiction of 
the Commission to such transactions, even if the exemption of “pro- 
duction or gathering” were omitted altogether. 

Language in that part of the committee’s report dealing with the 
limitation to State regulation over natural-gas sales suggest an 
explanation tending to support this conclusion. After commenting 
on State jurisdiction over intrastate sales and local sales to consumers, 
the committee said: 


However, in the case of sales for resale, or so-called wholesale sales, in inter- 
state commerce (for example, sales of producing companies to distributing 
companies) the legal situation is different. Such transactions have been con- 
sidered to be not local in character and, even in the absence of Congressional 
action, not subject to State regulation. * * * The basic purpose of the 
present legislation is to occupy this field in which the Supreme Court has held 
that the States may not act. 
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The illustration of sales of a producing company to a distributing 
company, used in the above quotation, would seem to imply that Con- 
gress had in mind a much simpler set-up of the industry than that 
which actually prevails. This simpler picture would be based on the 
assumption that in most instances a single interstate wholesale trans- 
action intervened between the production of the gas and its resale to 
ultimate consumers. The object was to apply regulation to this “gate- 
way” transaction. 

Reexamination of the language of the Act reveals it as fitting more 
closely this conception of the set-up of the natural-gas industry. 
Where a big transporting company owned its own wells and gathering 
lines, there would be but one wholesale gateway transaction to bring 
under Federal regulation and all provisions of the Act involving 
production and gathering would apply. Where a similar company 
went to a field and bargained with a number of small competing pro-— 
ducers and gatherers, the latter were not considered “natural-gas 
companies” and the gateway sale still remained the subject of 
regulatory interest. 

CONGRESSIONAL DEBATES 


Finally, recourse to the debates of Congress sustains the conclusion 
that the uncertainty in the language of the Act stems from the over- 
simplified conception of the natural-gas industry which prevailed at 
the time when it was enacted. 

Congressman Lea, chairman of the committee, reiterated that “the 
object of this bill is to supply regulation in those cases where the State 
commission has no power to regulate.” 

Senator Wheeler stated that the bill did “not attempt to regulate 
the producers of natural gas; only those who sell it wholesale in 
interstate commerce.” 

Congressman Wolverton said: 

It can be readily seen that the price to be paid by the consumers depends 
largely upon the price the local distributing company or municipality has been 
required to pay to the outside producer. Therefore, if the consumer is to be 
given the benefit of purchasing gas at fair and reasonable rates, there must be 
some regulation of the producing company engaged in the interstate transportation 
and sale of gas. It is, therefore, the purpose of this legislation to close the gap 
now existing between Federal and State regulation and confer upon the Federal 
Power Commission the right, duty, and authority to exercise such regulatory 
power in fixing a fair and reasonable rate for gas that is a part of interstate 
commerce * * *. [Italics supplied.] 

Congressman Crosser asserted that the regulation of natural-gas 
rates by either cities or state public service commissions was almost 
hopeless “because the people of such cities are required to pay to the 
producing company in another state a price generally unreasonable 
because there is no constitutional authority in the city councils nor the 
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public utility commissions of the State in which the cities are located 
which enables them to order the sale, at a reasonable rate, of gas 
produced in another state.” 

Clearly, Congress had in mind closing the gap in regulation of the 
natural-gas industry, but did not have in mind a set-up in which the 
gap was composed of a series of interstate wholesale sales beginning 
with the end of the gathering lines of some dominant producer and 
ending with the gateway transactions which those who enacted the 
Act had in mind. 


CONCLUSION 


There is no need to pass upon the question whether the language 
of the Act may not be open to perfectly reasonable differences of in- 
terpretation as to the limits of the Commission’s jurisdiction. 
Clearly, Congress thought it was closing the gap in regulation of 
the natural-gas industry by providing Federal Power Commission 
regulation of companies whose main function was to transport natural 
gas through interstate pipe lines and sell gas so transported at city 
gates for resale to ultimate consumers. 

The companies to be subjected to regulation were conceived of as 
“pipe line” companies, and it was assumed that production and 
gathering would enter the field of regulation only to the extent that 
the “pipe line” companies, either directly or through affiliates, con- 
trolled the production or gathering of the gas so transported. 

In making a choice between the broader and the narrower inter- 
pretation of its jurisdiction under the Natural Gas Act, insofar as 
the present respondent is concerned, the Commission is influenced by 
the above consideration. This consideration is reinforced by the 
fact that a determination in favor of the broader conception of its 
jurisdiction would lead the Commission into attempts to deal 
with the complicated interrelationship between the natural-gas in- 
dustry and the oil industry. To make regulation of producers and 
gatherers effective under these circumstances would require statu- 
tory authority of much wider scope and machinery exceeding that 
at the disposal of the Commission with its present limited 
appropriation. 

A further consideration is relevant to a reasonable decision in the 
matter. If, as intimated by. Representative Lea, the justification for 
regulation lies in the monopolistic character of the wholesale rates 
charged for natural gas, the necessity for regulating the price at the 
well mouth or at the end of gathering lines exists only to the extent 
that such prices are fixed on a monopolistic basis or by interests with 
sufficient control in a given field to weaken the force of competition. 
The record in the present case does not show such control. 
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We conclude, therefore, that it was not the intention of Congress 
to subject to regulation under the Natural Gas Act all persons whose 
only sales of natural gas in interstate commerce, as in this case, are 
made as an incident to and immediately upon completion of such 
person’s production and gathering of said natural gas and who are 
not otherwise subject to the jurisdiction of this Commission. 

Further experience with the administration of the Natural Gas 
Act may reveal that the initial sales of large quantities of natural gas 
which eventually flows in interstate commerce are by producing or 
. gathering companies which, through affiliation, field agreement, or 
dominant position in a field, are able to maintain an unreasonable 
price despite the appearance of competition. Under such circum- 
stances the Commission will decide whether it can assume jurisdic- 
tion over arbitrary field prices under the present Act or should re- 
port the facts to Congress with recommendations for such broadening 
of the Act and provision of additional machinery as may appear 
necessary to close this gap in effective regulation of the natural-gas 
industry. 

An order will be entered vacating our order of suspension and 
dismissing the case. 

Letanp Oxps. 
Cuaupe L. Draper. 
Bast Manty. 
Crype L. Seaver. 


Order dismissing proceedings for want of jurisdiction 
Columbian Fuel Corporation 
(G-143) 


Upon consideration of the orders previously issued in this case, the 
evidence of record, the briefs filed by Columbian Fuel Corporation, 
counsel for the Federal Power Commission, and as amici curiae, the 
State of West Virginia, the Public Service Commission of West 
Virginia, the Public Service Commission of Kentucky, the Mid- 
Continent Oil & Gas Association, the Independent Petroleum 
Association of America, and the National Association of Railroad 
and Utilities Commissioners, and the oral arguments of interested 
participants made to this Commission, sitting en banc, on June 17, 
1940, the Commission, having on this date entered its opinion in 
this matter, containing its findings of fact and conclusions there- 
from, which opinion, findings, and conclusions are hereby referred to 
and made a part hereof, it is ordered: 

1. That the order of October 31, 1939, suspending the proposed 
increased rate filed by the Columbian Fuel Corporation be and it 
is hereby vacated ; and 
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2. That all proceedings herein be and they are hereby dismissed 
for want of jurisdiction. 


DISSENTING OPINION 


Scott, CoMMISSIONER, dissenting : 


Out of the welter of discussion concerning this matter and the 
application of the pertinent provisions of the Natural Gas Act to 
the problem before us, has come the conclusion of the majority 
that this proceeding should be dismissed for want of jurisdiction. 
To me, this conclusion is regrettable. From it, I am constrained to 
dissent. 

With an earnest desire to reach a correct conclusion upon the 
record, I firmly believe that the respondent corporation is a “natural- 
gas company” within the meaning of the Natural Gas Act and that 
the rates and charges here involved are clearly within the regulatory 
jurisdiction of this Commission. 

I am fully cognizant of the fact that the jurisdiction and powers 
of the Commission are delegated to it by Congress; I would not 
advocate extension of its jurisdiction beyond the clear Congressional 
intention. In determining whether the Commission has jurisdiction, 
sound reason is persuasive of that interpretation which will not 
render the Act unenforceable in practice for the accomplishment of 
the objectives intended by Congress. 

What objective did Congress intend to achieve by its enactment 
of the Natural Gas Act? Did not the Natural Gas Act of 1938 have 
its genesis in the widespread demand that the Federal Government 
should occupy the field from which the States were precluded? Such 
obviously was intended. After pointing out that there was no inten- 
tion in enacting the legislation to disturb the States in their exercise 
of jurisdiction over intrastate sales of natural gas or other sales thereof 
considered local in character, the congressional committees that had 
under consideration the bill which was finally enacted as the Natural 
Gas Act, among other things, specifically stated in their reports: 

However, in the case of sales for resale, or so-called wholesale sales, in inter- 
state commerce (for example, sales by producing companies to distributing com- 
panies) the legal situation is different. Such transactions have been considered 
to be not local in character and, even in the absence of congressional action, 
not subject to State regulation. (See Missouri v. Kansas Natural Gas Co. (1924), 
265 U. S. 298; and Public Utilities Commission vy. Attleboro Steam & Electric Co. 


(1927), 273 U. S. 83.) The basic purpose of the present legislation is to occupy 


this field in which the Supreme Court has held that the States may not act.’ 
{Italics supplied. ] 


1H. Rept. 709, 75th Cong., 1st sess. (April 28, 1937), pp. 1-2; 8. Rept. 1162, 75th Cong., 
1st sess. (August 11, 1937), pp. 1-2. 


324£86—43— Vol. 2———_17 
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Congress affirmatively states the scope of the Natural Gas Act 
in section 1 (b) thereof: 


The provisions of this Act shall apply— 

to the transportaion of natural gas in interstate commerce, 

to the sale in interstate commerce of natural gas for resale for ultimate public 
consumption for domestic, commercial, industrial, or any other use, and 


to natural-gas companies engaged in such transportation or sale * * * 
{Italics supplied.] 


A “natural-gas company” is defined in section 2 (6) as meaning: 


A person engaged in the transportation of natural gas in interstate commerce, 
or the sale in interstate commerce of such gas for resale. [Italics supplied.]} 
After affirmatively stating the matters to which the Act is to apply, 


Congress specifies, in the latter part of section 1 (b), that the provisions 
of the Natural Gas Act: 


* * * shall not apply to any other transportation or sale of natural gas 


or to the local distribution of natural gas or to the facilities used for such 
distribution or to the production or gathering of natural gas. 

The instant proceeding was initiated by the Commission on its 
own motion under section 4 of the Natural Gas Act, and involves the 
suspension of the proposed increased rates and charges of the Colum- 
bian Fuel Corporation for natural gas produced and gathered by it 
and sold in interstate commerce to Warfield Natural Gas Company 
for resale for ultimate public consumption. Such facts are clear. 
Admittedly, there is continuous movement of the natural gas so sold 
from the point of sale and delivery by respondent within the State 
of origin until it arrives at its ultimate destination outside the borders 
thereof. 

Respondent contends, and the majority, by its action in the instant 
case, in effect has found respondent not to be a “natural-gas company” 
within the meaning of the Act and that the rates and charges involved 
in this proceeding are without the Commission’s jurisdiction. Never- 
theless, it is admitted that there is, in fact, a sale of natural gas by 
respondent in interstate commerce for resale, but justification for re- 
fusal to take jurisdiction herein is predicated upon the negative lan- 
guage contained in section 1 (b) of the Act excluding the activities of 
“production or gathering.” 

The question squarely presented in this proceeding is whether re- 
spondent, admittedly engaged in the production and gathering of 
natural gas and making sales thereof in interstate commerce for resale 
for ultimate public consumption, is a “natural-gas company” within 
the meaning of the Act. Respondent asserts by reason of its produc- 
tion and gathering of gas, that the provisions of the Natural Gas 
Act are not applicable to it. In effect, it claims that, since it produces 
and gathers natural gas, it is excluded from the application of the 
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Natural Gas Act by the negative language of section 1 (b) thereof, 
even though it sells that gas im interstate commerce for resale. 

In the light of this contention, does not the question here for de- 
termination resolve itself into a consideration of whether, in affirma- 
tively making the provisions of the Natural Gas Act applicable— 
to the transportation of natural gas in interstate commerce, to the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption for 
domestic, commercial, industrial, or.any other use, and to natural-gas companies 
engaged in such transportation or sale. [Italics supplied.] 

Congress intended that the provisions should not apply if, in addition 
to doing the things enumerated above, a person is also engaged in— 
any other transportation or sale of natural gasor * * * the local distribution 
of natural gas * * * or * * * the production or gathering of natural 
gas? [Italics supplied.] 

In other words, is not disclaimer of jurisdiction in this proceeding a 
holding that the language of Congress exempting “the production or 
gathering of natural gas” from the provisions of the Act, in effect, 
the exemption of the respondent because it is a producer and a 
gatherer of natural gas, even though in fact it makes sales thereof in 
interstate commerce for resale? I think such is the inevitable effect 
of the majority action, 

The rationale of the majority opinion is refreshingly elusive. In 
one part it is stated, “The illustration of sales of a producing company 
to a distributing company,” quoted from a committee report, “would 
seem to imply that Congress had in mind a much simpler set-up of 
the industry than that which actually prevails.” I cannot join the 
majority in indulging the assumption implied by this statement that 
Congress was so totally lacking in knowledge of the natural-gas 
industry when it adopted the Act. To do so would mean the accept- 
ance of the phantom aloof from reality. I accept the language of 
the Act finally enacted. Then, too, the majority appears to take 
sanctuary in its statement (ante, p.-208) : 


* * * that it was not the intention of Congress to subject to regulation 


under’ the Natural Gas Act all persons whose only sales of natural gas in inter- 
state commerce, as in this case, are made as an invident to and immediately 
upon completion of such person’s production and gathering of said natural gas 
and who are not otherwise subject to the jurisdiction of this Commission. 


[Italics supplied. ] 

Does not this statement suggest that the achievement of the basic 
purpose of the legislation, viz., to fill the gap wherein States may not 
act, is to be urged along toward the millennium? Neither the Act 
nor its legislative history indicate that Congress intended that the 
foregoing construction be ascribed to the statute. The sale of natural 
gas in the instant proceeding is clearly interstate in character. No- 
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where in the statute is there language indicating that any distinction 
is to be made between such sales. Moreover, in discussing the 
language of the Act, it is stated by the majority (ante, p. 203): 

* * * the language of the Act would clearly make a company engaged 
exclusively in the production and gathering of natural gas, which also sold 
gas in interstate commerce for resale, such as the respondent, a natural-gas 
company subject to the jurisdiction of the Commission. 

The Act, however, contains qualifying language, section 1 (b), stating 
* * * the provisions * * * shall not apply “to the production or gather- 
ing of natural gas.” [Italics supplied. ] 


It is to be noted that the word “exclusively” is added to the language 
of the statute. Such addition is without authority in the Act. The 
foregoing statements of the majority, in my opinion, appear incon- 
sistent and apparently ignore the language of the Act that “produc- 
tion or gathering” is to be exempted but that the provisions of the 
Act shall apply 

to the sale in interstate commerce of natural gas for resale * * * to natural- 
gas companies engaged in such transportation or sale * * *. [Italics sup- 
plied.] 

and the statutory definition of a “natural-gas company.” The Act 
attempts no differentiation such as suggested by the majority. 
Whether the vendor making such sale in interstate commerce is “en- 
gaged exclusively in the production and gathering” or not makes no 
difference under the language of the Act. It appears, therefore, that 
disclaiming jurisdiction in the instant proceeding is tantamount to 
holding that the sale of natural gas in interstate commerce is a 
part of production and gathering of such gas. 

Obviously, the action of the majority ignores the distinction be- 
tween producing on the one hand and commerce in the thing so pro- 
duced on the other hand, so lucidly made by the Supreme Court in 
the case of Carter v. Carter Coal Co., 298 U. S. 238. This decision 
was made 2 years prior to the enactment of the Natural Gas Act and 
may reasonably be assumed to have been within the knowledge of 
the Congress when it enacted the Natural Gas Act. In that deci- 
sion the Court stated unequivocally (pp. 302-304) : 

In Oliver Iron Co. v. Lord, 262 U. S. 172, 178, we said on the authority of 
numerous cited cases: “Mining is not interstate commerce, but like manufacturing, 
is a local business, subject to local regulation and taxation. * * * Its charac- 
ter in this regard is intrinsic, is not affected by the intended use or disposal of the 
product, is not controlled by contractual engagements, and persists even though 
the business be conducted in close connection with interstate commerce.” 

The same rule applies to the production of oil. “Such production is essentially 
a mining operation, and therefore is not a part of interstate commerce, even 
though the product obtained is intended to be and in fact is immediately shipped 


in such commerce.” Champlin Rfg. Co. v. Corporation Commission, 286 U. 8S. 210, 
235. One who produces or manufactures a commodity, subsequently sold and 
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shipped by him in interstate commerce, whether such sale and shipment were 
originally intended or not, has engaged in two distinct and separate activities. 
So far as he produces or manufactures a commodity, his business is purely local. 
So far as he sells and ships, or contracts to sell and ship, the commodity to 
customers in another State, he engages in interstate commerce. In respect 
of the former, he is subject only to regulation by the State; in respect of the 
latter, to regulation only by the Federal Government. Utah Power € L. Oo. v. 
Pfost, 286 U. S. 165, 182. Production is not commerce; but a step in preparation 
for commerce. Chassaniol v. Greenwood, 291 U. S. 584, 587. 

We have seen that the word “commerce” is the equivalent of the phrase “inter- 
course for the purpose of trade.” Plainly, the incidents leading up to and culmi- 
nating in the mining of coal do not constitute such intercourse. The employment 
of men, the fixing*of their wages, hours of labor, and working conditions, the 
bargaining in respect of these things—whether carried on separately or collec- 
tively—each and all constitute intercourse for the purposes of production, not of 
trade. The latter is a thing apart from the relation of employer and employee, 
which in all producing occupations is purely local in character. Extraction of 
coal from the mine is the aim and the completed result of local activities. 
Commerce in the coal mined is not brought into being by force of these activities, 
but by negotiations, agreements, and circumstances entirely apart from produc- 
tion. Mining brings the subject-matter of commerce into existence. Commerce 
disposes of it. [Italics supplied.] 


In the light of the foregoing statement by the Supreme Court, 
can it be said that the interstate sale of gas in the instant proceed- 
ing, by one producing and gathering natural gas, is either in fact 
or law a part of such production and gathering? I think not. The 


two are distinct and separate. The activity of “production” is local 
and intrastate in character, while the sale is interstate commerce and 
clearly within the ambit of Federal regulation. The term “produc- 
tion,” in my opinion, does not have the connotation given it by the 
majority. Eminent engineers agree that the term indicates that 
phase of the oil or gas industry that deals with the physical activity 
of extracting oil or gas from the ground. Therefore, to conclude 
that its use in the context of the exemption clause in section 1 (b) 
of the Act exempts producers and negatives the exercise of regulatory 
jurisdiction by us over an interstate sale of natural gas for resale, 
flies in the face of the rule announced by the Supreme Court in the 
Carter Coal Case, accepted definitions, the explanatory statement of 
the congressional committees, and long-standing rules of statutory 
construction. 

Respondent, in my opinion, by its sales of natural gas in inter- 
state commerce for resale, is within the affirmative grant of jurisdic- 
tion delegated by the Congress. Notwithstanding, the majority holds 
that what is affirmatively so defined and included within the scope 
of the Act is without the jurisdiction of the Commission. If engag- 
ing in such activities contained in the negative provisions of section 
1 (b) of the Act is sufficient for holding the respondent without the 
jurisdiction of the Commission, it logically follows that a company 
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likewise within the affirmative grant of jurisdiction or the definition 
of a “natural-gas company,” engaging in any other activity con- 
tained in the exclusionary provisions of section 1 (b), is beyond the 
Commission’s jurisdiction. 

A company engaged in the transportation of natural gas in inter- 
state commerce, but also engaged in “local distribution of natural 
gas,” apparently, should, in keeping with the action of the majority 
here, be outside the scope of the Act. However, the contrary, in 
substance, was held by the Commission in Jn the Matter of the East 
Ohio Gas Company, 1 F. P. C. 586. There, the Commission disposed 
of properly, I believe, the contention of the East Ohio Gas Company 
that it was not a natural-gas company because all its transportation 
activities were “incident” to its local distribution, in the following 
language (pp. 591-592) : 

The East Ohio Gas Company asserts that it is not a natural-gas company 
within the meaning of the Natural Gas Act. The company does not contest the 
fact that it is engaged in the transportation of natural gas in interstate com- 
merce, but makes the rather novel contention that its “public utility activities 
are confined to the local distribution of natural gas wholly within the State of 
Ohio, and all of its transportation activities are wholly within the State of Ohio 
and incident to such local distribution, to which business and activity it is spe- 
cifically provided by section 1 (b) of the Natural Gas Act that the provisions 
thereof shall not apply.” This contention appears to be directly contrary to 
a decision of the Supreme Court of the United States involving this very com- 
pany, i. e., Hast Ohio Gas Co. v. Taw Commission, 283 U. S. 465, 470-471 (1931), 
where the Court held that its transportation of natural gas is interstate com- 
merce, and that its local distribution of natural gas is intrastate commerce, and 
constitute separate functions. 

* * * * ~ - . 

The Natural Gas Act likewise draws a distinction between transportation of 
natural gas in interstate commerce and local distribution, and there is no provi- 
sion therein which supports the company’s contention that as transportation in 
interstate commerce is “incident” to local distribution, the company is not subject 
to the Commission’s jurisdiction under the Natural Gas Act. 


Those opposing jurisdiction ask what was intended by the negative 
language excluding “production or gathering of natural gas.” The 
exemption, it is asserted, was not designed to relieve persons engaged 
in such activities from regulation of matters not contained in the Act 
in the first instance. If the contrary were intended, it is claimed, 
the exclusion would be illusionary and meaningless and the practical 
effect as if the limitation were not incorporated in the Act. There- 
upon, it is concluded that the exclusion was intended to exempt 
producers and gatherers like respondent. 

Such conclusion appears strained and unreasonable in the light of 
the history of this legislation and, in particular, if consideration is 
given to the explanatory statement contained in the congressional 
committee reports accompanying the bill finally enacted as the Natural 
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Gas Act. Moreover, such conclusion ignores the fact that production 
and gathering of natural gas may be carried on without engaging in 
any of the activities affirmatively specified as being within the scope 
of the Act.’ 

The history of the Act discloses that an attempt was made to in- 
clude within the scope of the Public Utility Act of 1935 legislation 
regulating the natural-gas industry. The provisions of that early 
proposal really attempted to regulate production of natural gas right 
down to the bottom of the well, so to speak.* The concern of the 
natural-gas industry is reflected by comments made at the time by 
its representatives.* The committee, in reporting H. R. 6586, the bill 
later enacted as the Natural Gas Act, with respect to section 1 (b) 
thereof, stated : 


In view of the importance of section 1 (b), which states the scope of the Act, 
it seems advisable to comment on certain provisions appearing therein. It 
will be noted that this subsection of the bill, after affirmatively stating the 
matters to which the Act is to apply, contains a provision specifying what 
the Act is not to apply to, as follows: 

“but shall not apply to any other transportation or sale of natural gas or 
to the local distribution of natural gas or to the facilities used for such distribu- 
tion or to the production or gathering of natural gas.” 

The quoted words are not actually necessary, as the matters specified therein 
could not be said fairly to be covered by the language affirmatively stating the 
jurisdiction of the Commission, but similar language was in previous bills, 
and, rather than invite the contention, however unfounded, that the elimination 
of the negative language would broaden the scope of the Act, the committee has 
included it in this bill. [Italics supplied.] 


In view of the provisions of the legislation as first proposed 
in 1935, the insertion of negative language similar to that contained 
in section 1 (b) excluding certain activities from the Act certainly 
is understandable. 

Little weight can be attached to respondent’s citation of certain 
miscellaneous statements made in the Congressional] hearings and 
debates, for in United States v. St. Paul M. & M. Ry. Co., 247 U.S. 
310, 318, the Supreme Court has said: 


It is not our purpose to relax the rule that debates in Congress are not 
appropriate or even reliable guides to the meaning of the language of an 
enactment. * * * But the reports of a committee, including the bill as 
introduced, changes made in the frame of the bill in the course of its passage, 


2For example, production and gathering of gas for use of such producer and gatherer, 
such as, manufacture of carbon black, or production and gathering for local distribution or 
sale in intrastate commerce. 

* See section 310, title III, entitled “Transmission and Sale of Natural Gas,” H. R. 5423, 
74th Cong., 1st sess. (February 6, 1935), p. 153. 

“For example, see presentation on behalf of Electric Bond and Share Co. to Committee 
on Interstate and Foreign Commerce of House of Representatives in public hearings on 
H. R. 5423, pt. 3, pp. 2277, 2284. 

5H. Rept. 709, supra, p. 209; S Rept. 1162, supra, p. 209. 
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and statements made by the committee chairman in charge of it, stand upon 
a different footing, and may be resorted to under proper qualifications. [Cases 
cited.] 

Review of the legislative history discloses no reliable guide posts 
indicating, I believe, intent by Congress that rates and charges for 
natural gas sold in interstate commerce for resale, by companies also 
engaged in “production or gathering of natural gas” were to be ex- 
cluded from the Commission’s jurisdiction. Such is clear, if refer- 
ence is made to the committee reports accompanying the bill finally 
enacted as the Natural Gas Act. 

There are those who contend that it would be burdensome to many 
small producers making sales in interstate commerce for resale and 
also to the Commission if the provisions of the Act were to be ap- 
plied to such sales. However, does not examination of the Act indi- 
cate Congress has granted authority to prescribe by administrative 
rules and regulations reasonable classifications found necessary or 
appropriate to carry out the provisions of the Act, excluding, for 
example, the so-called small producers from any arduous burdens of 
regulation? I think so. 

In fact, already, in prescribing a uniform system of accounts under 
the Act, we have, by our classification of persons or companies, re- 
lieved from compliance therewith those having annual gas operating 
revenues of less than $25,000. This alone would exclude, it appears 
from the information now filed with the Commission under the Act, 
more than eighty percent, in number of the persons producing natural 
gas only and selling it for resale in interstate commerce. 

Sales by respondent appear clearly to be subject to the jurisdiction 
of this Commission and, further, even in the absence of Federal legis- 
lation, would not be subject to regulation by a State commission. See 
Public Utilities Commission of Rhode Island vy. Attleboro Steam and 
Electric Company, 273 U. S. 83, 86; Missouri v. Kansas Natural Gas 
Company, 265 U. S. 298, 305, 308; United States v. Rock Royal Co-op., 
307 U. S. 533, 568 (1939); Currin v. Wallace, 306 U. S. 1, 9-10; 
Kentucky Natural Gas Corporation v. Public Service Commission, 
28 F. Sup. 509. The Act—the provisions under which this proceed- 
ing arises—is remedial] and, therefore, is entitled to receive that inter- 
pretation which reasonably accomplishes the great public purpose 
which it was enacted to subserve. New York, New Hawen & Hart- 
ford Railroad Company v. I. C. C., 200 U. S. 361, 391; State ex. rel. 
City of Sedalia v. Public Service Com., et al., (Mo. Sup. Ct.), 
P. U. R., 1919C, 507, 509; McDonald v. Thompson, 305 U. S. 263, 
266. To disclaim jurisdiction over the interstate sales by respondent, 
I believe, does violence to the successful accomplishment of the Con- 
gressional intention that “the basic purpose of the present legislation 
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. is to occupy this field in which the Supreme Court has held that the 
States may not act.” ° 

The practical consequences of the action of the majority in the 
instant proceeding cannot be overemphasized. I fear there will 
accrue from this action results substantially curtailing our ability 
effectively to regulate in the public interest interstate sales of natural 
gas for resale. Inasmuch as the rates at which “natural-gas 
companies” can sell gas at city gates are largely determined by the 
prices they are required to pay for the same, it is obvious that the 
consuming public cannot be as well protected from any exploitation 
in the rates it is charged, unless there is an exercise of Federal 
authority under the commerce clause of the Constitution. 

The rates charged for natural gas in interstate wholesale 
transactions being beyond the regulatory authority of the States, will 
not the practical result of the action of the majority in disclaiming 
jurisdiction over the rates of respondent be to create a hiatus in the 
regulation of matters declared by Congress to be necessary in the 
public interest? I think such is the inevitable result of the action 
of the majority. 

I cannot help but feel that the majority opinion leaves adequate 
and effective regulation, in the public interest, of the sales of natural 
gas in interstate commerce for resale, hoped for by the consuming 


public and deemed essential by a Congress desiring to fill the gap 
in which the States may not act, suspended in limp and lifeless form 
from the yardarm of inaction. 


°H. Rept. 709, supra, p. 209; S. Rept. 1162, supra, p. 209. 
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Investigation on Complaint and Commission’s Own Motion of Rates 
Charged for the Sale of Natural Gas in Interstate Commerce 


G-109 and G—112 
(Decided July 23, 1940) 
Syllabus 


1. The Federal Power Commission has jurisdiction under the Natural Gas 
Act to entertain a motion for an interim order reducing rates for 
natural gas sold in interstate commerce for resale under a contract with 
a gas distributing company. P. 222, 227. 

2. Natural-gas companies which have been accorded and have properly 
taken advantage of every opportunity to present all reasonably essential 
evidence relating to jurisdictional and substantive matters and have 
had a full. opportunity to present oral argument and file briefs, have 
presented all evidence that they deemed pertinent upon the question of 
fairness and reasonableness of their rates and were given full oppor- 
tunity to cross-examine all witnesses and offer rebuttal testimony, have 
had a full and fair hearing, and the constitutional requirements of 
due process have been met. They cannot be heard to complain that 
they have not yet been able to examine on redirect their own witnesses 
who have not yet been cross-examined, nor is it essential on the motion 
for an interim order that they be permitted to cross-examine or rebut 
opposing witnesses not yet offered. P. 224, 225. 

8. The Illinois Commerce Commission is a “State commission” as defined 
in section 2 (8) of the Natural Gas Act and is entitled to file a rate 
complaint and to make a motion with the Federal Power Commission 
for an interim order reducing rates, and counsel for the Federal Power 
Commission may join in such motion. P. 226. 

4. The Federal Power Commission has authority to issue an interim rate 
order reducing the rates charged for natural gas sold in interstate 
commerce for resale when, after a full and fair hearing upon the issue 
of a fair rate return, the moving parties, for the purposes of the motion 
accept the evidence of the defendants-respondents on the highest pres- 
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ent rate base figure, together with the companies’ estimates of revenue 
and operating expenses, life of the supply of natural gas, book figures 
for capital expenditures and other factors. P. 227. 

. Where the sinking-fund method of amortizing the entire investment is 
used, no deduction for depreciation should be made in determining 
rate base. P. 228. 

. In fixing rates for the future, reasonable estimates of property addi- 
tions in the immediate future should be taken into consideration, but 
conjectural amounts for improvements not to be made in the immediate 
future and not used and useful at present should not be included in 
the rate base. P. 228. 

. An arbitrary claim for going concern value not supported by substantial 
evidence must be disallowed. P. 228. 

. For the purposes of the motion for an interim rate reduction order, the 
Commission accepts the sinking-fund method of amortization. P. 228. 

. The amounts of amortization are recognized and treated as operating 
expense, and, aS operating expenses are stated at ‘cost, the total in- 
vestment, less the salvage value, rather than present fair value should 
be amortized. P. 229. 

. The amortization period should be the total estimated life of the business. 
P. 229. 

. The interest rate in the sinking-fund formula should be the same as 
the allowed rate of return upon the rate base. A rate of return of 
614 percent, being allowed for the purposes of the motion, the same 
rate should be used in computing amortization to be charged as an 
operating expense under the sinking-fund formula. P. 230. 

For the purposes of the motion for an interim order reducing rates, 614 
percent is fixed as a fair annual rate of return upon the rate base 
allowed. P. 232. 

. The acceptance of reproduction cost testimony by the Commission for the 
purpose of disposing of a motion for an interim order reducing rates, 
will not inhibit the Commission from subsequently exercising its judg- 
ment on the treatment ultimately to be accorded such testimony. 
P. 232. 


John E. Cassidy and Harry R. Booth for the Illinois Commerce 
Commission. 

Joseph J. Hedrick, 8S. A. L. Morgan, D. H. Culton, and George P. 
Garver for the Natural Gas Pipeline Company of America and Tex- 
oma Natural Gas Company. 


George Slaff and Daryal A. Myse for the Federal Power Com- 
mission. 


By Tue Commission : 


MEMCRANDUM OPINION 


The Illinois Commerce Commission, on September 23, 1938, filed 
a petition with this Commission alleging that the rates and charges 
for natural gas charged by the above-named defendants-respondents 
(operated as a single enterprise and so treated herein) were unjust 
and unreasonable and prayed that said companies be required to 
show cause why rates for natural gas sold by them in the State of 
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Illinois should not be reduced and that an order be entered determin- 
ing fair, just, and reasonable rates for the wholesale sale of natural 
gas sold by them. Copies of this complaint were duly served on 
defendants-respondents on October 14, 1938. On the same date this 
Commission, on its own motion, ordered an investigation to determine 
whether the rates of said companies were unjust and unreasonable 
and, if so, fix just and reasonable rates therefor. The rates in ques- 
tion have a substantial effect on the cost of gas to ultimate consumers 
in Chicago and the surrounding area, as the bulk of the natural gas 
sold by defendants-respondents is delivered to the Chicago District 
Pipeline Company, which, in turn, supplies all the natural gas used 
by utilities serving the area, 

On November 16, 1938, the defendant-respondent companies filed 
their answer to the complaint. On April 14, 1939, this Commission 
entered an order consolidating the complaint case and the investigation 
for purposes of hearing. Thereafter, hearings were begun on May 8, 
1939, and continued from time to time until October 6, 1939, during 
which a total of approximately 6,000 pages of testimony was taken. 
Fifty-seven witnesses appeared and testified for the defendants- 
respondents and offered in evidence 135 exhibits. On October 6, 1939, 
in response to a question by the trial examiner, counsel for the 
defendants-respondents stated of record that the companies had 
concluded direct testimony in support of their case. Thereafter, be- 
ginning on October 23, 1939, the witnesses of the companies who had 
testified on the specific subject of rate of return were cross-examined 
by counsel for the two commissions for a period of twelve days and 
testimony of two witnesses on the subject of rate of return was then 
presented by counsel to this Commission and testimony of two wit- 
nesses on the same subject was offered of record by counsel for the 
Illinois Commerce Commission. 

At the conclusion of the direct testimony on November 7, 1939, 
counsel to both commissions joined in filing a written motion for an 
interim order reducing the rates and charges of the defendant- 
respondent companies. Copies of said motion were duly served upon 
defendants-respondents. At that point in the proceedings the hear- 
ings had extended over fifty-five days, approximately 8,000 pages of 
testimony had been taken, and, in addition to the witnesses and ex- 
hibits heretofore mentioned as being submitted on behalf of the com- 
panies, six witnesses had testified and approximately forty-five 
exhibits had been introduced of record by the Illinois Commerce 
Commission and the staff of this Commission. 

Subsequent to the service of the motion for an interim order reducing 
rates upon defendant-respondent companies, hearings were held be- 
ginning November 27, 1939, and extending through December 12, 1939, 
during which period of time counsel for defendants-respondents cross- 
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examined at length the witnesses of both commissions who had testified 
on the subject of rate of return and in addition there was presented 
redirect and rebuttal testimony by said companies. 

On December 18, 1939, after notice upon all interested parties, oral 
argument on the motion for an interim order was held before the 
Commission sitting en banc. This argument occupied a full day and 
was participated in at length by counsel representing the defendants- 
respondents, the Illinois Commerce Commission, and this Commission. 
Thereafter, briefs were filed by counsel representing all parties 
interested in the proceedings. 

On December 19, 1939, we entered an order reconvening these 
proceedings for hearing to be commenced on January 8, 1940, so that 
the defendant-respondent companies might have further opportunity 
to present additional rebuttal testimony dealing with the issue of a 
proper rate of return and also to afford them opportunity to cross- 
examine one of the Commission witnesses who had previously given 
redirect testimony. The order fixing this hearing also granted de- 
fendant-respondent companies twenty days after the conclusion 
thereof within which to file briefs. Hearings were held on January 
8, 9, and 10, 1940, at which time defendant-respondent companies 
presented of record additional rebuttal and redirect testimony. Al- 
though briefs were due to be filed on January 30, 1940, counsel 
for said companies requested a thirty-day extension of time within 
which to file their briefs and by order of this Commission, dated 
January 23, 1940, an extension of time for the filing of defendant- 
respondent briefs was given to February 15, 1940. 

It is not the purpose of this memorandum opinion to deal ex- 
haustively with every minute question involved in these proceedings. 
Suffice it to say that this matter is presently before us on the joint 
motion of counsel to this Commission and the Illinois Commerce 
Commission filed November 7, 1939, for an immediate interim order 
fixing just and reasonable rates for the interstate sale of natural 
gas “for resale made by defendants-respondents. The record now 
before us is over 10,000 pages in length and over 200 exhibits have 
been introduced therein. 

The motion does not set out specifically the amount of reduction 
which is requested. It does, however, allege that a fair rate of return 
for the defendant-respondent companies is not more than 6 to 614 
percent. It also sets out alleged net earnings of the companies on 
various bases which exceed a 6-percent return by from approximately 
$3,250,000 to approximately $4,110,000 and which exceed a return of 
614 percent by from $2,870,000 to approximately $3,770,000. The 
brief of the Illinois Commerce Commission requests an order re- 
ducing rates by not less than $3,500,000. The brief of counsel to this 
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Commission requests that rates be reduced at least by an amount of 
from $3,370,000 to $3,725,000. 

The motion for an interim order alleges that the evidence before 
the Commission now clearly establishes that the present rates of the 
defendant-respondent companies are unjust and unreasonable and 
it is prayed that an immediate order be entered fixing just and reason- 
able rates. The defendants-respondents have filed a plea to the 
jurisdiction of the Commission in reply to the motion and a condi- 
tional answer thereto. We observe that all counsel have dealt ex- 
haustively with the problems here involved and their briefs-have been 
of material assistance to us. 

Contentions of the defendant-respondent companies may be sum- 
marized as follows: (a) That the companies are private in character; 
that this Commission has no jurisdiction to regulate them; and that 
the Natural Gas Act, in so far as it attempts to give this Commission 
power to regulate the companies, is unconstitutional; (b) that the 
Commission has no jurisdiction under the Natural Gas Act to enter 
the interim order sought by the motion now pending before us until 
all the companies’ witnesses have been cross-examined by counsel to 
the Illinois commission and to this Commission and shall have been 
examined on redirect, and until this Commission and the Illinois com- 
mission shall have presented all their witnesses and such witnesses 
have been cross-examined and the companies have offered rebuttal 
testimony; (c) that the Natural Gas Act confers upon this Commis- 
sion no power or jurisdiction to enter the order sought; and (d) that 
the Commission is without authority to entertain the motion for an 
interim order since the Illinois commission has no power to appear 
before this Commission, and counsel to this Commission have no 
power to make the motion since their action in doing so places the 
Commission in the position of “litigant or movant before itself sit- 
ting in its quasi-judicial and quasi-legislative capacity,” and any 
action taken by this Commission under such circumstances would 
violate the rights of defendants-respondents under the Fourteenth 
Amendment to the United States Constitution. 

In: addition, the defendants-respondents state that a finding of 
unreasonableness of rates at this time would violate the companies’ 
rights under the Fourteenth Amendment, deny the conclusions con- 
tained in the factual allegations set out in the motion for interim 
order (however, there is no denial at any place of the facts themselves 
which are set out in the motion), and conclude that there is sharp 
conflict as to numerous issues of fact and law which cannot be 
determined at this time. 

Counsel to this Commission ask that for the purpose of disposing 
of the motion for an interim order we accept the following: 





ILL. COM. COMM. UV. NATURAL GAS PIPELINE CO. OF AM. ET AL. 223 


(1) The companies’ estimate of the life of their source of supply, 
to wit: 23 years, 1932 to 1954, inclusive. 

(2) The companies’ claim that they will go out of business when 
this specific source of supply is exhausted. 

(3) The companies’ book figures for capital expenditures to date. 

(4) The companies’ estimate of the total gross capital expenditures 
over the period 1932 to 1954, inclusive. 

(5) The highest present rate base figure for the companies’ actual 
properties testified to by the companies’ witnesses. 

(6) Z'he companies’ estimate of revenue and operating expenses for 
the next few years embracing the reasonably immediate future. 

It is to be noted that counsel to this Commission state in their 
brief : 

With respect to each one of these basic matters, it is our position that 
evidence already in the record or yet to be introduced by Commission wit- 
nesses indicates facts much more favorable to the consumers of gas than the 
companies’ evidence on these points. Nevertheless, as stated, we propose that 


the Commission accept the foregoing matters exactly as testified to by the com- 
panies’ witnesses. 


The motion presently before us poses the question: Can we, upon 
the record at this time, determine just and reasonable rates to be 
hereafter observed by defendant-respondent companies and fix the 
same by order? _ 

The fundamental problem concerning our ability to fix just and 


reasonable rates upon the record now before us involves answers to 
these questions: (a) Has this Commission jurisdiction? (6) Have 
the constitutional requirements of due process been met, namely, 
has a full and fair hearing been afforded defendants-respondents? 
(c) Can we grant the relief prayed in the motion for an interim 
order at this interlocutory stage in the proceedings? (d) Assuming 
that (a), (6), and (c) are answered in the affirmative, from a sub- 
stantive standpoint, upon the record before us, what are just and 
reasonable rates to be observed by defendants-respondents and to be 
fixed by order of this Commission ? 


THE COMMISSION HAS JURISDICTION 


At the threshold of this discussion let us dispose of the claim of 
defendants-respondents that we are without authority to regulate 
the rates involved herein because their business is contractual and 
private in character. This contention is without merit. The com- 
panies are engaged in the interstate transmission and sale of natural 
gas for resale for ultimate public consumption. Congress has deter- 
mined that such business is affected with a public interest. More- 
over, in line with well-settled doctrine, we determine in our opinion 
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In the Matter of Mississippi River Fuel Corporation, docket No. 
G-150, ante, p. 175, that contracts such as here involved must yield 
to regulation. 

Section 4 (a) of the Natural Gas Act provides: 


All rates and charges made, demanded, or received by any natural-gas com- 
pany for or in connection with the transportation or sale of natural gas subject 
to the jurisdiction of the Commission, and all rules and reguiations affecting 
or pertaining to such rates or charges, shall be just and reasonable, and any 
such rate or charge that is not just and reasonable is hereby declared to be 
unlawful. 


This section requires that rates and charges be just and reasonable 
and declares that any such rates that are not just and reasonable are 
unlawful. Section 5 (a) provides that: 

Whenever the Commission, after a hearing * * shall find that any 
rate * * * or contract affecting such rate * * * is unjust, unreason- 
able, unduly discriminatory, or preferential, the Commission shall determine 
the just and reasonable rate, charge, classification, rule, regulation, practice, 


or contract to be thereafter observed and in force, and shall fir the same by 
order, * * * [Italics supplied.] 


DUE PROCESS HAS BEEN AFFORDED COMPANIES 


On reviewing the entire proceedings before us, it is obvious that 
defendants-respondents have had a full and fair hearing.t The record 
discloses the companies have been accorded and have properly taken 
advantage of every opportunity to present all reasonably essential 
evidence that they desired with respect to every factor bearing on 
both the jurisdictional and substantive aspects of the problem before 
us. Moreover, they have had full opportunity to present oral argu- 
ment and file briefs and in fact have made unmistakably clear their 
position with respect to every single issue involved in these 
proceedings. 

It is quite apparent that the defendant-respondent companies have 
presented all evidence that they deemed pertinent upon the question 
of fairness and reasonableness of their rates. The record discloses 
that throughout the hearings the trial examiner was extremely liberal 


1It is interesting to note that prior to the commencement of proceedings before this Com- 
mission the companies involved herein were engaged in substantially similar proceedings 
before the Illinois Commerce Commission. Some time during 1936 and 1937 the Illinois 
commission instituted an investigation against Chicago District Pipeline Company, which 
purchased substantially ninety per cent of the gas sold by the defendants-respondents. In 
February 1938 the companies involved in this proceeding intervened in the proceeding 
before the Illinois Commerce Commission and participated in those proceedings although 
they did not offer affirmative evidence therein. During the pendency of the proceeding be- 
fore the Illinois commission, the Natural Gas Act was passed. Thereafter, the Chicago 
District Pipeline Company and the companies involved herein, then interveners in the pro- 
ceeding before the Illinois commission, moved that commission to suspend its proceedings 
on the ground that under the Natural Gas Act the jurisdiction to pass upon, and if neces- 
sary, regulate the prices and charges for natural gas sold at wholesale by the companies, 
became vested exclusively in the Federal Power Commission. 
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in permitting the introduction of evidence by the companies. More- 
over, the companies have had a full opportunity, which they have 
exercised, to cross-examine all witnesses offered so far by counsel to 
either commission and to offer all rebuttal testimony in explanation 
and clarification which they desired with respect to the testimony 
of such witnesses. They have had full opportunity, which they have 
exercised, to develop whatever facts they chose on redirect examina- 
tion of such of their witnesses as have been cross-examined. How- 
ever, they cannot be heard to complain that they have not yet been 
able to examine on redirect their own witnesses who have not yet been 
cross-examined, nor is it essential to a full hearing on the motion 
before us that they be permitted to cross-examine or rebut witnesses 
who have not yet been offered by counsel for the commissions. 

The record amply supports our conclusion that the defendant-re- 
spondent companies have had a full and fair hearing. We are satis- 
fied that the constitutional requirements of due process have been 
met. Our view finds complete support in the Vew England Divisions 
case, 261 U. S. 184, wherein various western carriers asserted that 
the action of the Interstate Commerce Commission was void in in- 
creasing the divisions or shares of the New England carriers in 
joint through freight rates by fifteen percent and, correlatively, de- 
creasing the amounts received from the joint rates by carriers operat- 
ing west of the Hudson River.2 One of the principal grounds on 
which the western carriers rested their claim that the action of the 
Interstate Commerce Commission was void was stated by the Court 
as follows (261 U. S. 184, at p. 199) : 

It is asserted that the order directs a transfer of revenues of the western 
carriers to the New England carriers, pending a decision in the matter of divi- 
sions; that Congress has not granted authority to take such provisional action; 
and that, hence, the order is void. The argument is, that under section 15 (6), 
the Commission may prescribe divisions only when, upon full hearing, it is of 
opinion that those existing are, or will be, unjust, unreasonable or inequitable; 
that in such event it shall prescribe divisions which are just, reasonable, and 
equitable; and that the provisional character of the order demonstrates that 
the hearing has not been a full one. Whether a hearing was full, must be 
determined by the character of the hearing, not by that of the order entered 
thereon. A full hearing is one in which ample opportunity is afforded to all 
parties to make, by evidence and argument, a showing fairly adequate to 
establish the propriety or impropriety, from the, standpoint of justice and law, 
of the step asked to be taken. The commission recognized, and observed, these 
essentials of a full hearing. 

The Supreme Court upheld completely the order of the Interstate 
Commerce Commission. Whether a full hearing was granted de- 


2 The applicable sections of the Interstate Commerce Act, section 1 (4) and section 15 (6), 
dealing with just and reasonable divisions of rates and the power of the Interstate Com- 
merce Commission to prescribe just and reasonable divisions when, after full hearing, the 


existing divisions were unjust or unreasonable, closely parallel sections 4 (a) and 5 (a) of 
the Natural Gas Act. 
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pended not on the order entered by the Commission but on the 
character of the hearing, the Court stating (261 U. S. 184, at p. 200) : 


There was thus ample time for, and every carrier was, in fact, afforded the 
opportunity of, introducing any and all evidence it desired. 
a * * * * ~ ™ 


A hearing may be a full one, although the evidence introduced does not 
enable the tribunal to dispose of the issues completely or permanently; and 
although the tribunal is convinced, when entering the order thereon, that, upon 
further investigation, some changes in it will have to be made. 

We deal only briefly with the contention of defendant-respondent 
companies that we are without authority to entertain the motion 
because there is a fatal defect of parties having authority to present 
and prosecute the motion now before us. The Illinois Commerce 
Commission is a “State commission” as defined in section 2 (8) of 
the Natural Gas Act. As such, it is entitled, in our opinion, to file 
the complaint presently before us and to make the request set forth 
in the motion for an interim order. To conclude that counsel to this 
Commission are unable to join in the motion would be to subscribe to 
a paralysis of the administrative process not consonant with the 
duties involved in the administration of the Act. Therefore, we 
cannot agree that there is a fatal defect of parties before us which 
precludes us from acting upon the motion. 


INTERIM ORDER JUSTIFIED 


Having found that the defendant-respondent companies have been 
afforded a full hearing, let us turn to the question: Are we without 
authority to grant the affirmative relief prayed for in the motion 
for an interim order? An examination of the motion and record 
before us discloses that the movants do not call upon us to exercise 
power similar or comparable to that granted by the New York and 
Pennsylvania statutes to the regulatory bodies in those States whereby 
they may prescribe temporary rates upon the basis of much less 
evidence than that deemed to be necessary for the determination of 
final rates and wherein each of those commissions is authorized to 
prescribe a return upon a rate base to yield not less than a specific 
percent fixed by statute, namely, 5 percent.* Under the New York 
and Pennsylvania statutes there is no necessity for a full hearing with 
respect to determination of a fair rate of return for the purpose of 
prescribing temporary rates. In contrast thereto, in the instant pro- 
ceedings, there has been a full and fair hearing upon the issue of a fair 
rate of return and there is an acceptance by the movants, for the 
purpose of this motion, of the testimony of defendants-respondents 


® Section 114 of the Public Service Law of New York and section 310 of the Pennsylvania 
Utility Act. L. 1934, ch. 287, § 114 (New York) ; P. L. 1053, Art. III, § 310, May 28, 1937 
(Penn.). 
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of the “highest present rate base figure for the companies’ actual 
properties testified to by the companies’ witnesses,” together with the 
companies’ estimates of revenue and-operating expenses, the life of 
their source of supply of natural gas, book figures for capital expendi- 
tures to date, the total gross capital expenditures over the period 1932 
to 1954, inclusive, and other factors essential im presently determining 
the problem before us. 

It is obvious, therefore, that we are not called upon to perform a 
function comparable to that delegated by the statutes of New York 
and Pennsylvania to the regulatory bodies of those States. We are, 
however, implored to recognize an unpalatable situation, and to apply 
thereto the affirmative grant of authority delegated to us by the 
Congress under sections 4 (a) and 5 (a) of the Natural Gas Act which 
plainly require that interstate wholesale rates and charges for natural 
gas be just and reasonable and declare that any such rates that are 
not just and reasonable are unlawful. In fact, there is a definite 
direction in section 5 (a) to the effect that if, after hearing, we find 
any rate or contract affecting a rate to be unjust or unreasonable, we 
“shall determine the just and reasonable rate, charge,” etc., “and shall 
fix the same by order.” Thus, the most casual reading of the Act, in 
the light of its broad purposes, negatives the idea that we are inhibited 
from granting the relief sought by the motion for an interim order 
and forcibly emphasizes the duty of this Commission to grant such 
relief when, as in the instant case, from a factual standpoint, the 
record is ripe for the application of the express provisions of the Act. 

There are those who will be rendered unhappy by the frustration of 
their ambition to maintain the excessive rates presently charged by 
defendant-respondent companies. But to refuse a substantial reduc- 
tion thereof would require us to sit aloof from reality, and permit 
unlawful rates to exist without affording those suffering thereby any 
relief. Inaction on our part would indicate that we had fallen into 
a mental trap not in keeping with our responsibilities. 


THE ASSUMED RATE BASE 


The defendant-respondent companies claim a rate base computed 
as follows: 


Reproduction cost new exclusive of gas reserves 
Less “viewed” depreciation 


Present value of physical properties exclusive of gas reserves 
Present value of gas reserves 

Allowance for future capital expenditur 

Going value 

Working capital 
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For the purpose only of disposing of the problem presented by 
the motion before us, we reluctantly accept the companies’ estimate 
of reproduction cost, their claimed present value of gas reserves, and 
also their claim for working capital. We cannot, however, even for 
the purpose of an interim order, accept the full claim for future 
capital expenditures or the amount. sought for going value. It is 
our opinion, because of the use of the sinking-fund method of 
amortizing the entire investment, which we are presently approving 
for the purpose of this motion, no deduction from the companies’ 
estimate of reproduction cost new is being made for depreciation. 
It is generally agreed that where the sinking-fund method of depre- 
ciation is employed (amortization of investment is used in the instant 
case in lieu of depreciation and depletion), an undepreciated rate 
base is proper.* e 

It is contended by the companies that during the period from June 
1, 1939, to December 31, 1954, when they estimate their sources of gas 
supply will be exhausted, they will expend for capital improvements 
the total sum of $9,145,083. However, this entire sum is not claimed 
as a part of the rate base but only $6,046,286 thereof is sought by 
applying the principle of average investment. Obviously, the im- 
provements have not yet been made. They are contemplated in the 
future. It is clear, therefore, that such improvements are not used 
and useful in the present and to a certain extent must be deemed con- 
jectural. We agree that in fixing rates for the future reasonable esti- 
mates of property additions in the immediate future should be taken 
into consideration. We are of the opinion that the estimate of addi- 
tions for the period June 1, 1939 to December 31, 1942, is ample for 
the purpose of disposing of the motion now before us. The com- 
panies’ estimate for this period is $3,808,399. This amount we allow. 

The companies’ claim of $8,500,000 for going concern value must 
be disallowed. The amount obviously is an arbitrary claim, not sup- 
ported by substantial evidence warranting its allowance. Its allow- 
ance would mean the acceptance of a deceptive fiction, resulting in 
an unfair imposition upon consumers. We are convinced that we 
are allowing in our rate base more than an adequate amount to cover 
all-elements of value. 

In disposing of the motion for interim order, we are accepting at 
this time the companies’ estimates of— 

Reproduction cost new of physical properties (exclusive of gas 
$56, 302, 250 
13, 334, 775 
3, 808, 399 
975, 000 


Ce eee 74, 420, 424 


*See Telephone and Railroad Depreciation Charges, 177 I. C. C. 351, 410: Los Angeles 
Gas and Electric Corp. v. Railroad Commission of California, 289 U. 8. 287, 298. 
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The foregoing amount allowed as a rate base may be compared with 
book cost of properties, plus working capital of $975,000, as of Decem- 
ber 31, 1939, totalling $60,952,279, and therefrom it is clearly disclosed 
that the rate base presently allowed herein is liberal. This appears 
specially true when the period of construction is taken into consider- 
ation. 

AMORTIZATION 


The companies have introduced evidence relating to the amortization 
of the investment in, or claimed value of, their properties. Ordinarily, 
depletion and depreciation are recognized items of expense of natural 
gas producing and transmission companies, but because of the alleged 
very limited life of the gas supply in these proceedings, amortization 
is claimed, and is allowed, in lieu thereof. Evidence was introduced 
by the companies, as well as by counsel for the Commission, relative 
to the sinking fund method of amortization and, for our present pur- 
poses, we will accept that method. 

The defendants-respondents claim that the present fair value, in- 
cluding estimated value of estimated future capital additions, should 
be amortized over the remaining estimated life of the gas reserves avail- 
able to them. We believe that the total investment, in contradis- 
tinction to claimed fair value, should be amortized and that the 
amortization period should be the total estimated life of the business, 
namely twenty-three years, rather than the remaining life, fifteen 
years. 

The amounts of amortization are recognized and treated as operating 
expenses. Operating expenses are stated on the basis of cost. There 
is no more reason to compute amortization expense on the basis of 
the fair value or reproduction cost of property than there is to substi- 
tute fair value or reproduction cost for all other expenses, such as 
labor, materials and supplies, ete. In our opinion, the method allowed 
will, with proper management, return the companies their full and 
complete investment in their properties by the time their business is 
estimated to end, with adequate compensation on the claimed fair value 
of the properties (less the disallowances mentioned above) in the 
interim. We refuse to make an allowance of amortization in excess 
of cost. To do so would not be the computation of a proper expense, 
but instead the allowance of additional profit over and above a fair 
return. Manifestly such an additional return would unjustly penalize 
consumers. 

The amortizable investment is the total investment estimated to be 
made during the life of the companies, less the salvage value at the 
end thereof. For the purpose of disposing of the motion before us we 
accept the claim of the companies that this investment will amount to 
$78,284,009, inasmuch as the amount subject to amortization is the total 
investment during the life of the enterprises, it follows that the amorti- 
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zation period should be the same period, namely twenty-three. years 
(from 1932.to.1954). 

The record discloses that evidence was introduced showing the 
applicability of the sinking-fund method of amortization to the facts 
herein. The companies claim the interest rate in the sinking-fund 
formula should not exceed two percent. However, we feel that 614 
percent should be used. Where an interest rate lower than the allowed 
rate of return is used, unjust enrichment of the companies at the 
expense of the consumers is a most likely result. Under the sinking- 
fund method, consumers are given no credit by way of a reduced rate 
base for the amortization expense which in effect is charged against 
them. If, therefore, a rate of return of 614 percent is fair and equitable 
for the company, by the same token it would seem to be fair and 
equitable in computing the amortization to be charged as an operating 
expense under the sinking-fund formula. We will use that rate. 

The annual amortization expense on an investment of $78,284,009 
for a period of 23 years, at the 614 percent sinking-fund rate, is 
$1,557,852. We allow that amount. 

We also accept, for the purpose of disposing of the motion before us, 
the companies’ statement of income available for amortization and 
return for the years 1939 to 1942, inclusive. This means, of course, 
that we accept the companies’ estimates of revenues and expenses, 
except amortization expense discussed above. The average of such 
income for these years, according to the estimates, amounts to $9,511,454. 
The Commission, however, takes note of the increase in Federal income 
taxes provided by the Revenue Act of 1940. Due to the increase in 
such taxes, it is estimated that the above net revenue available for 
amortization and return will be decreased to $9,362,032. 


RATE OF RETURN 


The record before us clearly discloses that a great amount of testi- 
mony was devoted to the question of rate of return. There has been 
extensive and detailed cross-examination of all witnesses who testified 
specifically on the subject on behalf of the companies and both com- 
missions. The defendants-respondents have also had a full oppor- 
tunity, of which they have availed themselves, to present redirect and 
rebuttal testimony on this phase of the case. In addition, briefs of all 
counsel have dealt quite exhaustively with the subject. 

It is, of course, beyond the practical scope of this opinion to analyze 
all the exhibits and testimony dealing with this subject. There is 
abundant evidence disclosing that we are today at a point where rates 
of return demanded are among the lowest that have ever existed., The 
exhibits put into evidence by practically every witness show that today 
over-all returns and yields are lower than before. Ample evidence 
of record indicates that the companies would have no difficulty in 
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financing at a low cost if they restricted their securities to a proper 
amount, with a reasonable ratio of bonds, preferred:and common 
stock. There is substantial evidence of record indicating that the 
companies could finance on as.favorable a basis, if not a more favor- 
able basis, than any natural-gas producing and transmission company 
in the United States. There is testimony of record indicating in this 
connection that with earnings of 6.2 percent to 6.5 percent a sound 
pipe-line company could easily finance on a basis of 40 percent bonds, 
20 percent preferred stock, and 40 percent common stock, with yield 
or return to the public of 3.5 percent on the bonds, 5.75 percent on the 
preferred, and 8 percent on the common stock. The cost of money 
to such company would be 3.75 percent for the bonds, 6.10 percent for 
the preferred, and 10 percent cost of floating the common stock. On 
such basis of financing, the interest coverage would be 4.68 times. 

From the law we know that we are required to fix rates which will 
permit the companies to earn a fair return. From an examination 
of the law we can also determine the essential basic general elements 
that we must consider in determining what is a fair rate of return. 
However, the application of these principles to a concrete case such 
as the matter before us requires the application of our judgment to 
all the facts as we find them in the record. 

Fundamental statements respecting the general principles appli- 
cable in ascertaining what is a fair rate of return may be found in 
Bluefield Waterworks & Improvement Co. v. Public Service Commis- 
sion of West Virginia, 262 U. S. 679, where the Court stated, at 
page 692: 

What annual rate will constitute just compensation depends upon many 
circumstances and must be determined by the exercise of a fair and enlightened 
judgment, having regard to all relevant facts. A public utility is entitled to 
such rates as will permit it to earn a return on the value of the property which 
it employs for the convenience of the public equal to that generally being made 
at the same time and in the same general part of the country on investments 
in other business undertakings which are attended by corresponding risks and 
uncertainties; but it has no constitutional right to profits such as are realized 
or anticipated in highly profitable enterprises or speculative ventures. The 
return should be reasonably sufficient to assure confidence in the financial 
soundness of the utility and should be adequate, under efficient and economical 
management, to maintain and support its credit and enable it to raise the money 
necessary for the proper discharge of its public duties. A rate of return may 
be reasonable at one time and become too high or too low by changes affecting 
opportunities for investment, the money market and business conditions generally. 


It is interesting to note that the defendants-respondents do not ask 
that we find a fair rate of return but assert “a minimum of eight per- 
cent should be allowed defendants as a just and reasonable return on 
the value of their property.” An expert for the Illinois Commerce 
Commission testified that a fair return for these companies “did not 
exceed six percent.” The brief of counsel to this Commission states 
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that “the fair rate of return is six percent—and in no event’ should 
it exceed 614 percent.” 

Suffice it to say that we have carefully considered the testimony of 
record relating to the problem of fixing a fair rate of return, conten- 
tions of all parties interested in these proceedings, and in the light of 
the Bluefield case conclude, for the purpose of disposing of the motion 
before us, that 614 percent is a fair annual rate of return upon the 
rate base allowed. 


CONCLUSION 


The following table shows the results of our conclusions stated 


above: 


Income available for amortization and return $9, 362, 032 
Less amortization 1, 557, 852 
Income available for return 7, 804, 180 
Rate base $74, 420, 424 

6.5% 


4, 837, 328 4, 837, 328 
Available for reduction in net revenues___.__--______-__________-___ 2, 966, 852 
Consequent reduction in Federal income taxes______________-_--__ 783, 909 


Total available for rate reduction 3, 750, 761 


The record herein, in view of the foregoing, impels us to the fur- 
ther conclusion that rates and charges presently charged by the de- 
fendant-respondent companies are unjust, unreasonable, unlawful, and 
violative of the provisions of the Natural Gas Act. Therefore, until 
further order of this Commission, and in keeping with the require- 
ments of section 5 (a) of the Act, we presently determine for the 
purpose of disposing of the motion before us that the just and rea- 
sonable rates, charges, etc., to be hereafter observed by said companies 
and fixed by order of this Commission shall-reflect an immediate re- 
duction of at least $3,750,000. "The Commission feels that a reduction 
of this amount is conservative in view of the acceptance of the com- 
panies’ estimates and the generous allowances made throughout. 

Before concluding it is to be noted that the acceptance by us, for 
the purpose of disposing of the motion for an interim order, and for 
that purpose only, of reproduction cost testimony presented by the 
defendant-respondent companies will not inhibit us from subsequently 
exercising our judgment as to how reproduction cost evidence shall 
be ultimately treated herein. 

An appropriate order embodying its findings of fact will be 
entered in accordance with. this opinion. 

Levanp OLps. 
Criaupe L. Draper. 
Bastt Many. 
Joun W. Scorr. 
Ciyve L. Seavey. 
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Order reducing rates 


Illinois Commerce Commission v. Natural Gas Pipeline Company of 
America and Texoma Natural Gas Company, Natural Gas Pipeline 
Company of America and Texoma Natural Gas Company 


(G-109 and G-112) 


Having considered the complaint of Commission against, the answer 
thereto by, and the order of this Commission instituting investigation 
of, the Natural Gas Pipeline Company of America and the Texoma 
Natural Gas Company, defendants-respondents herein, a motion of 
counsel for the Illinois Commerce Commission and counsel for this 
Commission for an immediate interim order reducing rates, the con- 
ditional answer and pleas to jurisdiction in reply thereto by defend- 
ants-respondents, the other orders previously entered herein, the evi- 
dence of record, the oral arguments presented before the Commission 
sitting en bane and the briefs filed herein, and having on this date 
made and entered its memorandum opinion in this matter which is 
hereby referred to and made a part hereof by reference: 

The Commission, for the purpose of disposing only of the joint 
motion before it for an immediate interim order reducing rates, in 
the above entitled matters, finds: 

(1) That the Natural Gas Pipeline Company of America is a cor- 
poration organized and existing under the laws of Delaware; is en- 
gaged in the transportation of natural gas in interstate commerce 
by means of its 24-inch natural-gas main transmission pipe line, 
approximating 900 miles in length, extending from a point in the State 
of Oklahoma known as Gray’s Junction through the States of Kansas, 
Nebraska, and Iowa, and into the State of Illinois to a point near 
Joliet; is also engaged in the sale in interstate commerce of natural 
gas so transported to various purchasers for resale for ultimate public 
consumption for domestic, commercial, industrial, and other uses; and 
is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) That the major portion, approximating 90%, of the natural 
gas transported and sold by the Natural Gas Pipeline Company of 
America is sold to the Chicago District Pipeline Company, for resale 
for public consumption, delivery being made near Joliet, Illinois; 

(3) That the Texoma Natural Gas Company is a corporation organ- 
ized and existing under the laws of Delaware; is engaged in the pro- 
duction and gathering of natural gas in the Texas Panhandle field; is 
engaged in the transportation of natural gas in interstate commerce 
by means of its 24-inch natural gas main transmission pipe line, ap- 
proximating 75 miles in length, extending from its compressor station 
in the State of Texas near Fritch into the State of Oklahoma to its 
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sales meter and connection, near Gray’s Junction, with the system of 
the Natural Gas Pipeline Company of America; is also engaged in the 
sale in interstate commerce of gas so transported to the Natural Gas 
Pipeline Company of America for resale for ultimate public consump- 
tion for domestic, commercial, industrial, and other uses; and is a 
“natural-gas company” within the meaning of the Natural Gas Act; 

(4) That the major portion, approximating 90% of the natural gas 
so produced and gathered by the Texoma Natural Gas Company, is 
transported and sold by it to the Natural Gas Pipeline Company of 
America at the aforesaid delivery point near Gray’s Junction, 
Oklahoma ; 

(5) That the Illinois Commerce Commission is a “State commis- 
sion” within the meaning of the Natural Gas Act; 

(6) That the rates and charges, demanded, observed, charged, and 
collected by the Natural Gas Pipeline Company of America and the 
Texoma Natural Gas Company, defendants-respondents herein, for 
the transportation and the sales of natural gas in interstate commerce, 
set forth in findings Nos. (1) to (4), inclusive, together with the rules, 
regulations, practices, and contracts, affecting such rates and charges, 
are subject to the jurisdiction of this Commission ; 

(7) That the Natural Gas Pipeline Company of America and 
Texoma Natural Gas Company, defendants-respondents, are under 
substantially common control and ownership, are but arms of the 
same organization, being virtual departments of the same, and are 
in all substantial respects operated as a single enterprise, for the 
production, gathering, transportation, sale, and delivery of natural 

as; 
. (8) That until further order of this Commission and for the 
purpose of disposing of the motion before-us, a rate base composed 
of the companies’ estimates may be accepted, as follows: 
Reproduction cost new of physical properties (exclusive of gas 

reserves) as of June 1, 1939 
Value of gas reserves as of June 1, 1939 


Capital additions from June 1, 1939, to Dec. 31, 1942 
Working capital 


Rate base 74, 420, 424 


(9) That the total capital expenditures of the companies through 
December 31, 1954, less salvage (including all capital expenditures to 
date), based upon the companies’ estimates, will be not more than 
$78,284,009, which is the amount on which provision for amortization 
should be calculated ; 

(10) That the period over which the provision for amortization 
should be calculated is the entire life of the properties, estimated 
by the companies to be 23 years, 1932-1954, inclusive; 
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(11) That the annual allowance for amortization should be calcu- 
lated on a sinking fund basis, with interest credited to the amortization 
reserve at the rate of 614% per year, compounded annually; 

(12) That the required annual allowance for amortization is 
$1,557,852 ; 

(13) That the fair rate of return for the companies is not more 
than 614% per annum; 

(14) That the annual amount necessary for a fair return to the com- 
panies is not more than $4,837,328, which, with the addition of the 
annual allowance of $1,557,852 for amortization in (12) above, amounts 
to a total of $6,395,180, for amortization and a fair return; 

(15) That the companies’ annual net revenues available for amor- 
tization and return, based upon the companies’ estimates, averaged for 
1939 to 1942, inclusive, will be $9,511,454, which will be reduced to 
approximately $9,362,032 as a result of the calculated increase in 
Federal taxes under the 1940 Revenue Act; 

(16) That the companies’ annual net revenues (as found in (15) 
above) available for amortization and return, exceed the amount 
reasonably necessary as found in (14) above, by $2,966,852; 

(17) That a reduction in annual net revenues of $2,966,852, together 
with the consequent reduction in the applicable Federal income tax, 
would permit a reduction in rates (gross operating revenues) of 
$3,750,000 ; 

(18) That the rates and charges made, demanded, or received by 
defendants-respondents for or in connection with their transporta- 
tion and sale of natural gas in interstate commerce for resale for 
ultimate public consumption are unjust, unreasonable and excessive; 

(19) That the rates and charges of defendants-respondents, after 
reflecting the reductions hereinafter ordered, will be just and 
reasonable; 

Therefore, the Commission orders: 

(A) That the rates and charges made, demanded,-or received by 
defendants-respondents for or in connection with their transportation 
and sale of natural gas in interstate commerce for resale for ultimate 
public consumption shall be reduced to reflect a reduction of not less 
than $3,750,000 per annum in the operating revenues of Natural Gas 
Pipeline Company of America; 

(B) That defendants-respondents shall file on or before August 15, 
1940, new schedules of rates and charges for or in connection with 
their transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, which shall reflect the 
reduction in operating revenues ordered in paragraph (A) above, 
which new schedules of rates and charges shall be effective as to all bills 
regularly rendered on or after September 1, 1940: 
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(C) That the Commission reserves the right to reject all or any part 
of such new schedules and im lieu thereof to prescribe the same by 
further order ; 

(D) That on and after the effective date of the new schedules of 
rates and charges filed and made effective in accordance with para- 
graph (B) above, defendants-respondents shall cease and desist from 
making, demanding, or receiving any rates and charges which do not 
reflect the reduction ordered in paragraph (A) above; 

(E) That the record herein shall remain open for such further pro- 
ceedings as the Commission may deem necessary or desirable; 

(F) That the motion by defendants-respondents to dismiss the mo- 
tion for immediate interim order reducing rates for want of jurisdiction 
be and the same is denied ; 

(G) That the motion by defendants-respondents to dismiss the mo- 
tion for immediate interim order reducing rates for want of sufficient 
evidence of record be and the same is denied ; 

(H) That this order shall not be construed as an acquiescence by this 
Commission in any estimates or determinations of original cost, or 
any valuation of property, claimed or asserted by said defendants- 
respondents. 





IN THE MATTER OF 


METROPOLITAN EDISON COMPANY, NORTHERN PENN- 
SYLVANIA POWER COMPANY, PENNSYLVANIA ELEC- 
TRIC COMPANY, ERIE LIGHTING COMPANY, THE 
CLARION RIVER POWER COMPANY, AND SOLAR ELEC. 
TRIC COMPANY 


Investigation of the Associated Gas and Electric Company System 


IT-5015 
(Decided September 27, 1940) 
Syllabus 


1. An investigation instituted by the Federal Power Commission under 
authority of sections 301 (c), 307, and 311 of the Federal Power Act 
into the activities of the holding companies of the Associated Gas and 
Electric Company system dominated by Howard C. Hopson and his 
associates, during the period 1929 to 1938, conducted with the active 
cooperation of the Pennsylvania Public Utility Commission, discloses, 
in addition to obstruction of the enquiry, the following abuses: 

(1) Bxaction of unwarranted charges from companies in the Associ- 
ated system through manipulation of the “Hopson Service Companies” 
and related devices. P. 239. 
(2) Similar exactions by Associated “System Service Companies.” 
(3) Siphoning of funds from operating companies through the “Util 
ity Clearing Corporation” device. P. 241. 
(4) Manipulation of employees’ “Welfare” and other similar funds, 
(5) Excessive administrative and general expenses. P. 243. 
Walter Biddle Saul, C. Edward Paxson, Charles M. Travis, Ed. 
ward F. Huber, and William J. Horrigan for the respondents. 
Moultrie Hitt for the Hopson Service Companies, Dr. Daniel 
Starch, Daniel Starch & Staff, and Utility and Financial Advertising 
Agency. 
John C. Kelley for the Pennsylvania Public Utility Commission. 
David W. Robinson, Jr., Richard J. Connor, Lambert McAllister, 
Harry 8S. Littman, W. A. Whittlesey, and Blaine Hollimon, Jr., for 
the Federal Power Commission. 


By THE ComMMISSION : 
This is the first comprehensive investigation’ covering the period 
1929 through 1938 of the impact of the activities of the holding com- 


1 This investigation was undertaken by authority of sections 301 (c), 307, and 311 of the 
Federal Power Act, pursuant to the Commission’s order of January 6, 1936, docket No. 
IT-5015, “to determine all facts, conditions, practices and matters regarding the owner- 
ship, operation, management and control of * * * respondents * * *; all con- 
tracts and working arrangements between said respondents and any person who controls, 
directly or indirectly, said respondents or who is controlled by any such person and all ex- 
penditures and obligations incurred thereunder that in any way affect or relate to the 
business of said respondents * * *.” 
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panies dominated by Howard C. Hopson and his associates on the 
respondents, six Pennsylvania operating utilities serving ultimate 
consumers, It disclosed the methods by which Hopson and the cor-~ 
porations and individuals he controlled drew millions of dollars from 
the respondents and the other operating companies of the Associated 
Gas and Electric Company system. 

The investigation was undertaken upon representations made by 
the Governor and regulatory commission of the Commonwealth of 
Pennsylvania that an inquiry being prosecuted by the Pennsylvania 
Commission had shown that respondents had certain so-called service 
contracts and arrangements which injuriously affected respondents’ 
rates and service and that certain books and records had been removed 
from Pennsylvania during the course of the inquiry. After its initia- 
tion, the investigation was obstructed in every possible way by the 
respondents, Hopson and his associates. Among other delays, three 
years of litigation, in part considered by the United States Supreme 
Court (Federal Power Commission v. Metropolitan Edison Co., 304 
U. S. 375) were required to obtain some of the records needed for the 
investigation. Throughout the protracted proceedings the active co- 
operation of the Pennsylvania Commission was an important factor 
in the successful prosecution of the joint hearings. After the conclu- 
sion of the hearings our trial examiner, with Pennsylvania Commis- 
sioner Buchanan concurring, submitted a comprehensive report on 
August 27, 1940. 

The Pennsylvania operating companies, which are respondents in 
this case, represent in gross operating revenues about one-fourth of 
the Associated Gas and Electric Company system. These companies 
are members of the system by virtue of the ownership by Associated 
Gas and Electric Company, through intermediate holding companies, 
of their entire outstanding common stock. Since 1922 this system 
has been continuously dominated and controlled by Howard C. Hop- 
son, John I. Mange, and members of their immediate families through 
a complex labyrinth of trusts and corporations. Geographically, the 
system sprawls over twenty-seven states and the Philippine Islands, 
is largely in unconnected units, and serves approximately 6,200 
communities. 

Our investigation has developed an extraordinary picture of the 
exploitation of an essential public service for which the holding-com- 
pany device served as a cloak. Almost every possibility for plunder 
was exploited. While we leave most of the particulars of the abuse 
of the holding-company device to the trial examiner’s report adopted 
by us, we present the following outline of some of the more significant 
facts there found. 
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THE HOPSON SERVICE COMPANIES 


1, Hopson, using other individuals under this control as well as his 
relatives, formed nearly a score of personal service companies through 
which unwarranted charges were extracted from companies in the 
Associated System. These Companies, known as the “Hopson Service 
Companies,” purported to deal with the companies in the Associated 
System at arm’s-length. In the five years 1934 through 1938 alone, 
eighteen such companies were in operation. From 1929 through 1938 
the Hopson Service Companies siphoned approximately $20,000,000, 
principally from Associated System operating companies, including 
the respondents, of which at least $7,000,000 was unjustified profit.’ 
During the five-year period 1934-1938 Hopson and his family received 
not less than $3,600,000 from this source. 

The Hopson Service Companies changed their names as chameleons 
their colors. For example, there were eight organizations bearing 
different variations of the name H. C. Hopson & Company.’ 

In other instances, efforts were made to conceal the Hopson connec- 
tion or make corporate identity difficult. For example, H. C. Hopson 
and Company, Inc., changed its name to Jones Operating and Finance 
Corporation. Another company, known as Utility Accountants and 
Tax Consultants, changed its name to Accountants Associated, four- 
teen days later changed back to its original name, Utility Accountants 
and Tax Consultants, and later varied it to Utility Auditors and Tax 
Consultants. At the same time, moreover, there was still another 
Hopson corporate tool named Utility Accountants and Tax Consult- 
ants, Incorporated.* 

2. Hopson, himself, in addition to the other forms of income which 
he derived from the system, charged the subsidiary companies $250 
per day for his services as an expert. Ina number of years this charge 
was on a basis of more than 365 days per year. Personal expenses 
of Hopson and his family, such as liquor, photographs, theater tickets, 
golf and yacht club dues, personal automobiles, vacation trips to 
Florida, and the like, were saddled upon the system by the service- 
company device. Hopson treated as his own the funds of many dif- 
ferent companies serving the operating utilities, withdrawing such 
funds without the counter-signature of any officer, even during periods 
when he was not an official in such companies.® 

3. Hopson’s relatives were at once his tools and the beneficiaries of 
his nepotism through the service companies. His brother-in-law, 

2 Trial Examiner’s Report, pp. 70-72, 302-303. 

* Id. pp. 78-107, 291. 

4 Trial Examiner’s Report, pp. 91-93, 104. 


® For detailed discussion of this kind of Hopson personal expense padding, see the Trial 
Examiner’s Report, pp. 108-110, 303-305. 
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Daniel Starch, maintained an advertising agency which from 1934 
through 1938 siphoned $1,060,120 from the Associated System. $398,- 
000 of this was used to lobby Congress in attempting to defeat the 
Wheeler-Rayburn Holding Company Bill. 

Hopson’s sister, Norma Hopson Jones, was the sole employee of a 
so-called auditing company which extracted large sums from the 
system. Two other sisters, Pearl M. Hopson and Amy Hopson Starch, 
and another brother-in-law, S. Murray Jones, were also officers of 
other companies withdrawing money from the system.’ 

4, A typical trick was to use a “front” to conceal Hopson’s connec- 
tion with concerns making charges to the system. Such a “front” 
man was Charles M. Trammell who handled tax work for the system, 
and who split equally his high charges with his silent partner, Hopson. 
In this connection, Trammell and Hopson drew approximately 
$300,000 from the system. Trammell solicited this employment from 
Hopson in December 1935, while still a member of the United States 
Board of Tax Appeals ang at a time when the Bureau of Internal 
Revenue had made huge jeopardy tax assessments against numerous 
companies of the Associated System.*® 

5. Another “front” man for Hopson, Edward J. Cheney, masquer- 
ading as an independent engineer, rendered bills for $1,249,000 to 
the system from 1934 to 1938, inclusive. His charges were for alleged 
engineering services, including write-up valuations to sustain high 
rates to consumers. After subtracting expenses, Hopson, a concealed 
associate of Cheney, split the proceeds with Cheney, in addition to 
paying Cheney a salary of $1,000 per month.® 


ASSOCIATED SYSTEM SERVICE COMPANIES 


6. During the period in question, in addition to the purportedly 
independent Hopson Service Companies, there was also a group of 
so-called “system service companies,” which were subsidiaries of 
Associated Gas and Electric Company. These system service com- 
panies took in- excess of $38,000,000 in management, purchasing, and 
engineering fees from the respondents and other system operating 
companies from 1929 through 1938, of which at least $12,500,00Q was 
unjustified profit.° 

An unconscionable item in the operation of these system service 
companies arose when the operating utilities were forced first to make 
service contracts without compensation, then to buy their own con- 


®TId. pp. 102-103, 311-312. Other expenditures of $558,231 in attempting to defeat 
Wheeler-Rayburn Holding Company Bill are discussed subsequently in this opinion. 

™ Trial Examiner’s Report, pp. 105, 111-114, 297-298. 

81d. pp. 100-101, 312-313. 

®Id. pp. 93-97, 307-310. 

10 Trial Examiner’s Report, pp. 171-173, 339-341, 
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tracts back from the system service companies for approximately 
$1,300,000. 

7. When in 1935 the Holding Company Act forced these system 
service companies to “mutualize,” i. e., render service at cost, another 
device was used to drain funds from the operating companies, includ- 
ing the respondents. Mutualization became synonymous with in- 
creased cost. 

Many salaries were raised; some doubled. For example, F. 8S. Bur- 
roughs received an increase in salary from $60,000 to $75,000 per year; 
H. A. Stix from $18,162 to $36,000; and J. Lee Rice, Jr., from $6,780 
to $15,000.” 

The Utility Management Corporation (Delaware) beeame the prin- 
cipal system service company in 1938, but its pay roll was padded by 
adding many of Hopson’s henchmen not previously thereon. By 
such devices, the operating expenses of the system service companies 
which rendered engineering, purchasing, and management services 
for the five years 1934 through 1938, were made $5,000,000 greater than 
for the preceding five years, an increase of 60 percent.’* 


THE UTILITY CLEARING CORPORATION DEVICE 


8. Another ingenious device used to siphon in excess of $26,000,000 
out of the operating companies from 1929 through 1938 was that of 
the Utility Clearing Corporation. It charged to the operating com- 
panies all kinds of bills and expenses, principally expenses incurred 
by and for the benefit of the holding companies of the Associated 
System. The cost of lobbying, holding company litigation, auditing, 
preparing reports, office rent and supplies, salaries of employees, float- 
ing securities issues, even including the cost of printing and mailing 
such securities, “institutional advertising,” safe-keeping of securities— 
ull such expenses of the holding companies were mercilessly saddled 
upon the operating utilities and their rate payers. Among these 
charges were bills totaling at least $956,231 incurred by the Associated 
System companies in fighting the Wheeler-Rayburn Holding Company 
Bill. 

The bills rendered by the Utility Clearing Corporation were so 
vague as to identity and nature that the officers of the operating com- 
panies to whom they were rendered often did not know whether or 
not they were paying for actual services or to whom the payments 
were drawn. 

By the Utility Clearing Corporation device, the holding companies 
involved in this investigation, to wit, Associated Gas and Electric 

1 Id. pp. 140, 146-147, 158-159, 160-163, 333-336! 
2 Id. pp. 164-165. 


Id. p. 357. 
% Trial Examiner’s Report, pp. 195, 396—397. 
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Company, Associated Gas and Electric Corporation, NY PA NJ Util- 
ities Company, Associated Electric Company, Central U. S. Utilities 
Company, and Associated Utilities Corporation, were able to pass off to 
the operating companies all their expenses in 1934, 1935, and 1936. In 
1937 and 1938, perhaps because of the initiation of this investigation 
in 1936, the holding companies paid some $500,000 of their own ex- 
penses, passing off the rest.** In the same five years, these holding 
companies had revenues of approximately $145,000,000 derived from 
the operating companies.”* 


EMPLOYEE “WELFARE” SOURCE OF TRIBUTE 


9. The wages of the operating company employees were a fruitful 
source of revenue for Hopson and associates. Employees of Associ- 
ated System operating utilities were compelled to invest 10 percent 
of their pay in a system investment company, Utilities Employees 
Securities Company (known as UESCO), and the operating utilities 
were forced to contribute 3314 cents for each dollar so invested for 
the professed purpose of assuring interest payments to the employees. 
The employees invested in excess of $11,000,000 in the securities of 
UESCO, while the operating utilities contributed $3,900,000.17 

UESCO invested the proceeds principally in doubtful securities 
of the system’s holding companies, while the contributions of the 
operating utilities were largely misappropriated and diverted to the 
holding companies. The holding companies by artifice and deception 
ran an original out-of-pocket investment of $100,000 in UESCO to 
$4,032,606 under the guise of promoting the welfare of the employees. 
Hopson and his family personally exploited this situation by buying 
the securities of this company at depressed values from employees 
and drawing thereon an 8 percent return, which was to be paid only 
to employees.*® 

10. In addition to the employees’ investment plans, employees’ pen- 
sion schemes were devised to secure a market for the system’s holding 
companies’ securities. From December 14, 1937, to December 31, 
1938, alone, the operating utilities in the system paid two and a half 
million dollars to the pension trustees under one persion plan. 

No adequate safeguards were provided for the investment of pen- 
sion funds as there was no restriction as to the type or character of 
securities which might be purchased. As a result, all funds were 
invested in doubtful securities of the system, largely those of the 
holding companies.’® 


Bid. pp. 212-214, 403-405. 

Td. p. 213. 

1% Trial Examiner's Report, pp. 415-416. 
Id. pp. 427-428. 

®” Trial Examiner’s Report, pp. 419-422. 
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11, Fee-splitting arrangements with insurance brokers were another 
concealed source of ill-gotten gain. Those who manipulated the 
system caused life insurance to be sold to operating company and 
other employees under an insurance plan which netted the holding 
companies dividends of $641,000, derived from fee-splitting with 
insurance brokers. A similar arrangement prevailed with respect 
to operating company casualty and fire insurance, bringing the holding 
company profits of $526,000.?° 


EFFECT OF EXCESSIVE CHARGES 


12. It is difficult to estimate on the basis of our extensive investiga- 
tion of particular instan¢es the total extent to which the Associated 
System operating companies were plundered. In this connection, 
however, we may mention a study made by Hopson’s brother-in-law, 
Daniel Starch, comparing the expenses of the Associated System with 
those of other utility systems. His studies show it would be possible to 
reduce the administrative and general expenses of the Associated 
System and the pay-roll expenses of the operating companies by 
$16,000,000 per annum.”* 

13. In general, when it appears that the Associated System or its 
operating companies were charged a sum of money, approximately 
one-fourth of this sum was drawn directly or indirectly from respond- 
ents, whose gross revenue was approximately one-quarter of that of 
the whole Associated System. 

CoNncLUusIoN 


While the record of this proceeding presents perhaps an extreme 
example of the evils of the holding-company system in the public-utility 
field, it was no isolated instance. The unjust burdening of operating 
utilities with improper and unnecessary charges to their expense and 
property accounts, the concealment of real ownership and control, the 
efforts by one means or another to confuse and obstruct investigation 
and regulation, and, generally, the manipulation and exploitation of 
operating properties for the selfish interests of the holding companies 
and their owners, have all been inherent tendencies of the holding com- 
pany method of organization as it has grown up in the inadequately 
controlled public-utility industry especially during the past two 
decades. 

Here, perhaps, there was a somewhat unusual concentration of mind 
and efforts almost exclusively devoted to manipulation and selfish 
exploitation. It was legerdemain at its worst. The ingenuity of 


* 1d. pp. 449, 873. 
1d. pp. 473-481. 
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Hopson and his associates were indeed worthy of a better cause. They 
were apparently single-heartedly determined upon extracting cur- 
rently every dollar they could wring from the operating utilities re- 
gardless of the effect upon consumers and investors. ‘The fact that 
they were unjustly and improperly impairing the efficient and economi- 
cal operation of such utilities and laying unlawful burdens upon the 
rate payers seemed not to concern them at all. 

The record and report submitted by the trial examiner detailing 
the iniquitous practices and the different schemes by which the re- 
spondents here were victimized furnished impressive evidence of the 
vision, foresight, and fidelity to the public interest of those responsible 
for that great reform measure, the Public Utility Act of 1935, under 
which much has been achieved toward halting the onward march of 
those modern freebooters who saw in the rapid development of public 
utility service in the United States only a new and unusual opportunity 
for speculation and exploitation. 

It should be noted, however, that the passage of this Act requiring 
the service companies to operate at cost, led Hopson and his asso- 
ciates to attempt to retain unjustified profits by padding service com- 
pany costs. Such inflation of costs must be zealously guarded 
against and it is hoped that this investigation may aid public regu- 
latory bodies to this end. Further legislation may be necessary 
effectively to close the door to such practices. 

Since the requirements of the Public Utility Act of 1935 for elimina- 
tion of less than arm’s length holding company control over 
operating companies has not yet been carried into effect, the holding 
company is still a dominant form of organization in the public 
utility industry. This investigation has shown the ease with which 
the holding company device can be used to mulct consumers 
and investors, and the desirability of carrying out ‘as expeditiously 
at possible the mandate of the Public Utility Act of 1935. 

Upon consideration of the record herein, we approve the reports 
submitted by the trial examiner and member of the Pennsylvania 
Public Utility Commission sitting jointly in this proceeding and 
adopt the findings and conclusions set forth therein. Therefore, an 
order in accordance with this opinion will be adopted. 

Leranp Oxps. 
Crauve L. Draper. 
Basm MAnty. 
Joun W. Scort. 
Crype L. Seavey, 
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Order approving and adopting report on investigation 


Metropolitan Edison Company, Northern Pennsylvania Power Com- 
pany, Pennsylvania Electric Company, The Clarion River Power 
Company, Erie Lighting Company, and Solar Electric Company 


(IT-6015) 


Upon consideration of the orders of the Commission entered in the 
above proceeding, returns thereto filed by respondents, the evidence 
of record, and the determination of the Commission upon the issues 
presented by the investigation as embodied in the opinion in this 
matter, specifically adopting the trial examiner’s report and the dis- 
cussions, findings, and conclusions therein recited ; 

The Commission further finds: 

(1) That the companies in the Associated System, including the 
holding companies therein and the respondents, and the Hopson 
Service Companies were under the domination and control of the 
same persons; i. e., Howard C. Hopson, members of his family, and 
associates during the period 1934 through 1938; 

(2) That during said period there was an absence of arm’s length 
dealings in transactions between said persons, the Hopson Service 
Companies, and the companies in the Associated System, including 
the respondents ; 

(3) That unlawful and unjustified sums were extracted from said 
respondents by said individuals, the Hopson Service Companies and 
companies in the Associated System, all contrary to the public 
- interest; and 
(4) That such charges inevitably inflated the fixed capital accounts 


and operating expenses of the respondents to the injury of both 
the consumers and investors. 


Therefore the Commission orders: 

(A) That the trial examiner’s report be and the same is hereby 
approved and the findings and conclusions therein be and they are 
hereby adopted; 

(B) That a copy of the opinion in this matter, this order and the 
trial examiner’s report be served upon each of the respondents; and 
that copies of said opinion, order and trial examiner’s report be 
transmitted to the Congress of the United States, the Attorney Gen- 
eral of the United States, Securities and Exchange Commission, the 
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trustees of the Associated Gas and Electric Company and of the 
Associated Gas and Electric Corporation, Judge Vinson Leibell of 
the Southern District of New York, and the state public utilities 
commissions of the twenty-seven states in which the Associated 
System operates ; 

(C) That the opinion in this matter, the trial examiner’s report 
and this order be hereby referred to the Pennsylvania Public Utility 
Commission for such action as may be deemed appropriate by it; 

(D) That the records, exhibits, and working papers in this case 
be made available to said Pennsylvania Commission, and to any 
other state commission desiring to utilize them. Steps shall be taken 
to insure the availability of the books and records of the Hopson 
Service Companies; and 

(E) That the Commission retain jurisdiction of the matters under 
investigation for such future action as it may deem necessary. 





IN THE MATTER OF APPLICATIONS OF 


JOHN EDWARD ALDRED, HERBERT A. WAGNER, JOHN 
ABBET WALLS, CHARLES M. COHN, WILLIAM SCHMIDT, 
JR., F. ABELS ALLNER, JAMES L. RINTOUL, JOSEPH 
WALWORTH, F. JEROME ALLEN, MORTIMER N. BUCK- 
NER, MITCHELL JOHNSON, JOSEPH W. GROSS, FRED- 
ERICK W. WOOD, MARVIN E. BUSHONG, JAMES E, O’CON- 
NOR, JAMES L. QUINN, DAVID E. WILLIAMS, JR., JOHN 
W. DRAYTON, IRVIN W. GLEASON, NORMAN JAMES 


Applications for Authority to Hold Interlocking Directorate Positions 


ID-178, ID-90, ID-769, ID-87, ID-89, ID-847, ID-164, ID-179, ID-231, 
ID-284, ID—795, ID-175, ID-92, ID-290, ID-163, ID-166, ID—796, ID—101, 
ID-132, ID-483 

(Decided September 27, 1940) 


Syllabus 


1, In passing upon applications filed under section 305 (b) of the Federal 
Power Act for authorization to hold interlocking directorate positions, 
the Federal Power Commission is required to inquire into and de- 
termine whether public or private interests will be adversely affected 
by the holding of such positions. P. 249. 

2. The burden of showing that neither public nor private interests will be 
adversely affected by an applicant’s holding interlocking directorate 
positions is upon the applicant. P. 260. 

3. The evils sought to be remedied by section 305 (b) of the Federal 
Power Act are: 

(1) Control over a large number and geographically widespread 
public utilities by a small group of individuals with perhaps a mini- 
mum of investment ; 

(2) The evasion by means of common control of competition re- 
sulting in higher costs and poorer services to consumers; 

(3) The lack of arm’s length dealings between public utilities and 
organizatious furnishing financial services or electrical equipment ; 

(4) The employment of dummy directors designated solely for the 
purpose of executing the orders of those in control, and nominal direc- 
tors who give little time and attention to the affairs of the companies; 

(5) Violations of laws, ethics, and good business practices by those 
holding such interlocking positions whereby such relationship is em- 
ployed for their own benefit or profit, or for the benefit or profit of any 
other person or persons and to the detriment of the companies, their 
security holders or the public interest. P. 260, 261. 

4. Applications for authority to hold interlocking directorate positions will 
be denied upon a showing that by reason of personal relationships a 
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continuing opportunity exists for applicants to act in a manner adverse 
to public and private interests. P. 262. 

5. The recognized ability of applicant cannot overcome the fact that the 
applicant has neglected his essential duty as a director of attending 
directors’ meetings and therefore cannot be found to be properly per- 
forming the duties accompanying the position. P. 268. 

6. One holding a directorship in a corporation should attend the meetings 
of the board, participate in the discussion and disposition of matters 
presented for consideration so that he may know, at first hand, its 
program and its problems and give to such meetings the benefit of his 
independent and uninfluenced judgment. A director is intended to be, 
not a representative of the management, but of the stockholders, and 
should actively participate in the affairs of the company so that they 
may be conducted for the best interests of the company and of those 
by whom he was elected. P. 263, 264. 

7. Where it is shown that an applicant seeks anthorization to hold posi- 
tions in companies which have conflicting interests with another com- 
pany of which applicant is an employee and under such circumstances 
that the applicant will not exercise independent judgment in case of con- 
flict of interests, the authorization to hold such positions will be 
denied. P. 265. 


George T. Hambright, Edwin M. Sturtevant, and Philip C. Kemp 
for the applicants. 


Richard J. Connor and Leonard Eesley for the Federal Power 
Commission. 


By THE CoMMISSION : 
OPINION AND FINDINGS 


The applicants named in the above entitled matter filed with this 
Commission their respective applications, pursuant to section 305 (b) 
of the Federal Power Act, seeking authorization to hold the posi- 
tions therein enumerated. Except with respect to the application 
of Frederick A. Allner, Docket No. ID-847, this Commission, in each 
case, issued an order authorizing each of the several applicants to 
hold such of said positions as were within the purview of section 
805 (b), and in each of said orders specifically reserved the right to 
require the applicant to make further showing that neither public 
nor private interests would be affected by reason thereof. 

Under date of April 19, 1938, this Commission ordered that on 
June 3, 1938, each of said applicants at a hearing make further show- 
ing that neither public nor private interests would be adversely 
affected by reason of his holding the positions for which authoriza- 
tion had been sought. 

On May 25, 1938, the Commission, upon the request of counsel for 
the applicants, ordered that the hearing theretofore set for June 3, 
1938, be postponed to September 1, 1938. On August 16, 1938, coun- 
sel for the applicants requested a further postponement of said hear- 
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ing, which request was, by order of August 19, 1938, denied by the 
Commission. 

Thereafter hearings were held on Said applications on September 
1, 2, 8, 9, 14, 15, October 20, 31, November 15, 1938, and October 2, 
1939. During the ten days of the hearings, 173 exhibits were 
introduced in evidence and 836 pages of oral testimony were taken. 

Since the date of the Commission’s order instituting this pro- 
ceeding, the Commission was notified on June 2, 1938, of the death 
of Marvin E. Bushong, Docket No. ID-290, which occurred on 
October 27, 1936, and on February 7, 1939, was notified of the death 
of Norman James, Docket No. ID-483, which occurred on January 
24, 1939. 

Section 305 (b) of the Federal Power Act provides as follows: 


After six months from the date on which this Part takes effect, it shall be 
unlawful for any person to hold the position of officer or director of more 
than one public utility or to hold the position of officer or director of a public 
utility and the position of officer or director of any bank, trust company, 
banking association, or firm that is authorized by law to underwrite or partici- 
pate in the marketing of securities of a public utility, or officer or director of 
any company supplying electrical equipment to such public utility, unless the 
holding of such positions shall have been authorized by order of the Com- 
mission, upon due showing in form and manner prescribed by the Commission, 
that neither public nor private interests will be adversely affected thereby. 
The Commission shall not grant any such authorization in respect of such 
positions held on the date on which this Part takes effect, unless application 
for such authorization is filed with the Commission within sixty days after 


that date. 

Under the provisions of the foregoing section, two things are to 
be noted: (1) It is unlawful for a person to hold interlocking posi- 
tions of the kinds therein described unless authorized by the Com- 
mission, and (2) authorization to hold such positions shall only 
be granted upon due showing by the applicant that neither public 
nor private interests will be adversely affected. 

In this matter, in order that we may determine the effect, if any, 
upon public or private interests, which the holding of interlocking 
positions with the several corporations involved may have, it is 
necessary to inquire into the corporate history and _ activities, 
corporate control and relationship of such corporations, as well as 
the history, qualifications, corporate connections, and interrelations 
of the several applicants. 

Most of the positions for which authorization is applied herein are 
with corporations within what is known as the “Baltimore System” 
and sometimes referred to as the “Aldred System.” This system is 
composed of the Consolidated Gas Electric Light and Power Com- 
pany of Baltimore, hereinafter referred to as the Baltimore 
Company, the Pennsylvania Water and Power Company (and its 
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subsidiaries), hereinafter referred to as the Holtwood Company, 
and the Safe Harbor Water Power Corporation, hereinafter 
referred to as Safe Harbor Company. 


* 
POSITIONS NOT WITHIN THE PURVIEW OF SECTION 305 (B) 


There are, however, the following three companies in which some 
of the applicants hold, or held, positions, which companies are not 
public utilities within the purview of the Federal Power Act, nor 
banks, trust companies, banking associations, or firms authorized 
by law to underwrite or participate in the marketing of public 
utility securities, nor do they supply electrical equipment to public 
utilities, and, therefore, the positions held therein by any of said 
applicants are not within the jurisdiction of this Commission under 
section 305 (b) of said Act. 

Susquehanna Canal and Power Company.—This company is in- 
active and owns no property other than a piece of unimproved real 
estate. It was incorporated under the laws of Pennsylvania and has 
its principal place of business at Holtwood, Pennsylvania. 

International Power Securities Corporation.—This is a Delaware 
corporation with broad charter powers. However, it is not engaged 
in the business of underwriting, or participating in the sale of, public- 
utility securities; nor has it complied with or qualified to carry on 
such business under the laws of any other state within the United 
States. The company is not registered with the Securities and Ex- 
change Commission as a broker or dealer in securities as provided 
by section 15 of the Securities Exchange Commission Act of 1934. 

Delaware Electric Transmission Company.—Since the filing of the 
original application herein this company was dissolved and is no 
longer in existence. 

THE BALTIMORE COMPANY 


The Consolidated Gas Electric Light and Power Company of Bal- 
timore was organized in 1906. Its principal place of business is 
located in Baltimore, Maryland. It owns and operates facilities for 
the generation, transmission, and distribution of electric energy and 
it is now furnishing, without competition from other utilities, electric 
energy and gas in the city of Baltimore and territory adjacent thereto. 
Its facilities are interconnected with those of the Holtwood Company, 
the Safe Harbor Company, and the Potomac Electric Power Com- 
pany, and it sells at wholesale for resale and consumption in Penn- 
sylvania and the District of Columbia electric energy generated in 
Maryland. It is, therefore, a public utility within the meaning of the 
Federal Power Act. 

As of December 31, 1939, according to its annual statement, the 
Baltimore Company had total assets of over $165,500,000. Its com- 
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mon stock, which has full voting rights, is widely scattered, being 
owned by over 13,600 stockholders. No one stockholder or group of 
stockholders, through stock ownership alone, controls this company. 
The Pennsylvania Water and Power Company, however, is one of 
its largest stockholders, owning, as of July 6, 1938, 2.5 percent of its 
common stock. 

The control of the Baltimore Company is maintained by the man- 
agement through its control of the proxy machinery. The company’s 
1,167,397 shares of common stock being widely distributed,’ renders 
the company readily liable to this type of control, which the manage- 
ment has maintained without successful interruption for over 20 years. 
It is to be noted that at the stockholders’ meetings, only 10 or 15 stock- 
holders are usually present in person, and for the five-year period 
from 1934 to 1938, inclusive, the proxy committee appointed by the 
board and consisting of its own members, voted the following number 
of shares at the annual stockholders’ meetings: 

Number of 


Year: shares voted 


THE HOLTWOOD COMPANY 


The Pennsylvania Water and Power Company was organized in 
1910 to take over the assets of the McCall Ferry Power Company 
upon the reorganization of the latter company. It owns and operates 
a combined hydroelectric and steam-electric generating plant at 
Holtwood, Pensylvania, and its facilities are interconnected with 
those of the Baltimore Company and the Safe Harbor Company. 
However, it sells its entire output at wholesale to the following five 
customers: The Baltimore Company, Pennsylvania Railroad Com- 
pany, Pennsylvania Power and Light Company, Edison Light and 
Power Company, and Philadelphia Electric Company. It has three 
wholly owned subsidary transmission companies, the Susquehanna 
Transmission Company of Maryland, the Susquehanna Transmission 
Company of Pennsylvania, and the Pennsylvania Transmission Com- 
pany, but for all practical purposes, these transmission companies 
are operated as integral parts of the Holtwood Company. Holtwood 
owns and operates facilities for the sale of electric energy in inter- 
state commerce and for the transmission of the same from Pennsyl- 
vania to points outside thereof for consumption by persons other 
than the transmitter and is a public utility within the meaning of 
the Federal Power Act. 


+ Largest stockholder as of July 6, 1938, owned only 2.78 percent of the stock. 
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The Holtwood Company is an operating company with interlock- 
ing officers and directors in the Baltimore System. As of December 
31, 1939, its annual statement showed that it had total assets of over 
$55,500,000. Its common voting stock is widely scattered, the 429,- 
848 shares being in the hands of 3,425 stockholders. However, the 
Baltimore Company is its largest stockholder, owning, as of August 
24, 1938, 5.97 percent of its common stock. 

Similar to the Baltimore Company, the control of the Holtwood 
Company is maintained by the management through its control of 
the proxy machinery. During the five-year period from 1934 to 
1938, inclusive, only three or four stockholders other than the proxy 
committee, attended the annual stockholders’ meeting at Holtwood, 
Pennsylvania. At those meetings, the proxy committee, which is 
appointed by the board from its own members, voted the following 


number of shares: 


7 . Number of 
Year: shares voted 
ig i i a 306, 208 


I elondhicsiineiahdniaash Ai csnieisinalagessmcialiaetaligeiiailab inchoate cubiaenge Ae 325, 609 


The chief executive offices of the Holtwood Company are located 
at 40 Wall Street, New York City, being space leased from the firm 
of Aldred & Company, which also has its offices located there. The 
meetings of the board of directors are held at its New York City 
office. 


SUBSIDIARIES OF THE HOLTWOOD COMPANY 


Susquehanna Transmission Company of Maryland.—Susquehanna 
Transmission Company of Maryland owns transmission lines extend- 
ing from the Maryland-Pennsylvania state line to points in Maryland 
and a 10-mile length of transmission line from its Baltimore switch- 
ing station to Gunpowder, Maryland. Its transmission lines connect 
at the Maryland-Pennsylvania state line with lines of the former 
Susquehanna Transmission Company of Pennsylvania, the former 
Pennsylvania Transmission Company and the Holtwood Company. 
Its facilities are used for the transmission in interstate commerce 
of electric energy generated by the Holtwood Company and the Safe 
Harbor Company in Pennsylvania and consumed outside thereof by 
persons other than the transmitter. The company is therefore a 
public utility within the meaning of the Federal Power Act. 

Susquehanna Transmission Company of Pennsylvania and Penn- 
sylwania Transmission Company.—Both of the above companies did 
own and operate facilities for the transmission of electric energy in 
interstate commerce. However, on November 28, 1939, this Commis- 
sion authorized and approved the sale of all of the electric facilities 
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of both the Susquehanna Transmission Company of Pennsylvania 
and the Pennsylvania Transmission Company to the Holtwood Com- 
pany, the parent company, and on January 4, 1940, the Commission 
was notified that both of the sales were consummated. 


SAFE HARBOR COMPANY 


In 1930 the Baltimore and Holtwood Companies organized the 
Safe Harbor Water Power Corporation, the Baltimore Company tak- 
ing two-thirds of the capital stock carrying one-half the voting con- 
trol, and the Holtwood Company taking one-third of the capital stock 
with one-half of the voting control. None of this stock is in the 
hands of the public. 

The Safe Harbor Company owns and operates hydroelectric facili- 
ties in the Susquehanna River for the generation of electric energy 
at Safe Harbor, Pennsylvania. It sells its entire output at whole- 
sale to the Baltimore Company and the Holtwood Company. A 
substantial portion of the energy sold to the Baltimore Company is 
consumed outside of the State of Pennsylvania. By virtue of such 
sales at wholesale and by the ownership of facilities therefor, the 
Safe Harbor Company is a public utility within the meaning of the 
Federal Power Act. 

The corporate office of Safe Harbor Company is located at Holt- 
wood, Pennsylvania, where the stockholders’ meetings are held. Op- 
erating, construction, engineering supervision, design, and cost ac- 
counting personnel are located in The Lexington Building in Ballti- 
more, which is owned by the Baltimore Company. It also has the 
use of office space at 40 Wall Street, New York City, in the offices 
of Aldred & Company, where its board of directors’ meetings are 
held. 

According to its annual statement, as of December 31, 1939, its 
balance sheet showed it had total assets of over $32,000,000. 


THE BALTIMORE SYSTEM 


The three above-described companies, and the subsidiaries of the 
Holtwood Company, together operate a regional power system known 
as the Baltimore System. It is to be noted that in this system, Safe 
Harbor Company sells power only to the Baltimore Company and 
the Holtwood Company; that the Holtwood Company sells power 
only at wholesale, and that the Baltimore Company is the only unit 
which distributes power at retail to the consumers. 

In 1910, John Edward Aldred became president, director and chair- 
man of the board of directors of both. the Haltwood Company and 
the Baltimore Company and from that time to December 31, 1938, 
continuously held the positions of director and chairman of the board 
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of both of these companies. During the year 1910, Aldred placed the 
following persons, who for many years prior thereto, had been asso- 
ciated with him in the development of a hydroelectric project in 
Canada, in the following positions in the Holtwood Company: John 
Abbet Walls, chief engineer; F. Abels Allner, assistant chief engi- 
neer; and James L. Rintoul, chief accountant. 

Also during that year he caused the advancement of the following 
persons to the following positions in the Baltimore Company: Her- 
bert A. Wagner, vice president in charge of electric operations: 
Charles M. Cohn, vice president in charge of gas operations; and 
William Schmidt, Jr., secretary. 

All of the above named officers still hold positions with these 
companies and are applicants before this Commission in these 
proceedings. 

In 1910 Aldred established the policy of interlocking corporate 
positions between the Holtwood Company and the Baltimore Com- 
pany, and upon the organization of the Safe Harbor Company, the 
same policy was pursued by that company. As of September 2, 1938, 
the following chart shows graphically the interlocking positions held 
by the officers and directors of these three companies : 








Baltimore Holtwood | Safe Harbor 
Company Company Company 
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Herbert A. Wagner DE DEO 
John A. Walls g DEO 
Charles M. Cohn 

William Schmidt, Jr. 
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James L. Rintoul 
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F. Jerome Allen 

Mortimer N. Buckner 

Frederick W. Wood__- 

James E. O’Connor 

James L. Quinn. -- 

David E. Williams, Jr. 

John W. Drayton 

Irvin W. Gleason 
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Norman James... 5 
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R. Howard Bland n 

William J. Casey 

Howell Fisher 

Chester F. Hockley 

Charles S. Jackson 

W. Bladen Loundes.. 

James L. Richards 


Mason B. Staning 

Joseph S. Young 

M. E. Noyes.---. 

Henry R. Cook, Jr. 

Ds MBS ok sec nal anhebewewekacibdtencdcces ees 
Charles P. Crane 

C. E. Wollman ; 
Herman L. Gruehn 

Ree. FO onan ccicgennaciuhhn en teivdeeethiteads adebhee 
H. J. Stringer 
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C=Chairman of the board; D> Director; E= Member of executive committee; O= Officer. 


4 Resigned effective Dec. 31, 1938. 2 Elected chairman of the board Mar. 21, 1939. 

* Resigned Feb. 2, 1939. ‘Died Jan. 24, 1939. 

5 At a special meeting of the board of directors held ‘on Jan. 2, 1939, John L. Whitehurst and John M. 
Nelson, Jr., were elected directors of the Baltimore Company and Ralph L. Thomas was elected @ director 
and member of the executive committee. 
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ALDRED AND COMPANY 


Since the date of its organization,- 1913, John E. Aldred has held 
the controlling interest in the firm of Aldred & Company, a partner- 
ship engaged in the business of investment banking, located at 40 
Wall Street, New York City. It is also engaged in underwriting 
or participating in the marketing of public utility securities. Orig- 
inally Aldred organized the firm for the purpose of facilitating the 
financing and distribution of securities of the Baltimore Company 
and the Holtwood Company, and for nearly 20, years prior to August 
26, 1935, the firm has acted as fiscal agent for both of these companies. 

The total fees paid Aldred & Company by the Holtwood Company, 
Baltimore Company, and the Safe Harbor Company for the period 
between January 1, 1928, to August 26, 1935,? when the fiscal agent 
agreements were terminated, amounted to $1,176,637, or an average 
of approximately $157,000 per year. 

In 1936 Aldred, who was director, chairman of the board and 
chairman of the executive committee of all three companies (for 10 
years prior thereto he had received no salary as such), was put on 
the pay roll of the Baltimore Company at $100,000 per year, the Holt- 
wood Company at $60,000 per year, and the Safe Harbor Company 
at $15,000 per year, an aggregate of $175,000 per year. This arrange- 
ment continued in effect to December 31, 1939, the effective date of 
his resignations from all positions with the three companies. 

Relations of Baltimore System, Companies with Aldred & Com- 
pany.—Three of the top executives in the Baltimore System, Herbert 
A. Wagner, Charles M. Cohn, and John A. Walls, hold the following 
positions: 





Baltimore Holtwood Safe Harbor 


Wagnher.....| President, director ..--| Director___.- .....-------}| Vice president, director. 
Chairman of board_.-__--_-- Member executive com- | Member executive com- 
Member executive committee. mittee. mittee. 
Executive vice president, di- | Director Director. 
rector. 
Member executive committee. 
Director r ..| President, director .---| President, director. 
Member executive committee.| Member executive commit- | Member executive commit- 
tee. tee. 





Deposits with Aldred & Company—Aldred & Company was a 
depository for funds subject to check for the Baltimore Company 


7 August 26, 1935, was the effective date of the Federal Power Act, of which section 
305 (a) reads as follows: “Sec. 305. (a) It shall be unlawful for any officer or director 
of any public utility to receive for his own benefit, directly or indirectly, any money or 
thing of value in respect of the negotiation, hypothecation, or sale by such public utility of 
any security issued or to be issued by such public utility, or to share in any of the proceeds 
thereof, or to participate in the making or paying of any dividends of such public utility 
from any funds properly included in capital account.” 





256 FEDERAL POWER COMMISSION 


from November 1916 to-October 26, 1931, at which time the balance 
on deposit was $950,000, and was also a depository for funds for the 
Holtwood Company from May 1923 to October 26, 1931, at which 
time the balance on deposit was $997,206.71. 

On October 26, 1931, Aldred requested that Herbert A. Wagner, 
president and director of the Baltimore Company; Charles E. F. 
Clark, then president and director of the Holtwood Company, 
Charles M. Cohn, executive vice president and director of the Balti- 
more. Company, and John Abbet Walls, then vice president and 
director of the Holtwood Company and a partner in Aldred & Com- 
pany; confer with him at his office in New York, which they did. 
At this conference Aldred suggested that the deposits with Aldred 
& Company be increased with sums aggregating $375,243.29 which 
would make the total on deposit by the two companies amount to 
$2,322,450. Aldred also proposed, as security for the payment of the 
balances of the deposit accounts of Baltimore Company and the 
Holtwood Company, to assign to Ormston Estates, Inc. a newly 
organized corporation, the title to approximately 118 acres of land 
and the improvements thereon, the same being the estate and home 
of Aldred, which he valued at $3.573,000, located on Long Island 
Sound in the town of Lattington, New York, and to deliver to a 
trustee all of the capital stock (20 shares) of said corporation. 

All of those attending the conference agreed to accept Aldred’s 
proposal, and on October 29, 1931, the Baltimore Company made an 
additional deposit of $211,225, and the Holtwood Company made an 
additional deposit of $164,018.29 with Aldred & Company, making 
a balance on deposit for each company of $1,161,225, or a total for 
both companies of $2,322,450. On the same day, there was handed 
to Charles E. F. Clark, as trustee, and accepted by him as such, a 
certificate for 20 shares of the capital stock of Ormston Estates, Inc., 
being all of its capital stock, along with a letter of transmittal which 
states that these shares are to be held by the trustee as collateral 
security for the indebtedness of Aldred & Company to the Pennsyl- 
vania Water and Power Company and/or the Consolidated Gas 
Electric Light and Power Company of Baltimore, represented by 
deposits made or to be made by said corporation with said firm, 
not in excess, however, of a maximum of $2,322,450 of deposits. 
Also on this same day, Aldred & Company issued to the Baltimore 
Company and the Holtwood Company, respectively, certificates evi- 
dencing the deposit of the sum of $1,161,225 each, and each payable 
on June 9, 1932, and each bearing interest at 414 percent. 


* Officers of Ormston Estates, Inc., are John EK. Aldred, presdent and treasurer ; Janet M. 


Aldred (his wife), vice president, and H. G. Perry, secretary (an employee of Aldred & 
Company). 
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It is clear from the evidence, and it is a fact of which we take 
judicial notice, that during the month of October 1931, and for some 
time prior thereto, the business and financial affairs of the Nation 
were in a precarious and uncertain condition; that banks all over 
the country were having difficulties; that prices of securities in the 
Nation’s leading industrial concerns were very low and that the 
real-estate market was demoralized and the possibility of disposing of 
property of the nature of Ormston estates was very remote. 

It is also clear from the evidence that on October 26, 1931, Aldred 
& Company was in a very stressed and precarious condition and in 
need of immediate financial assistance. At that time, Aldred & Com- 
pany was unable to pay the balance already on deposit totaling $1,- 
997,202.71 due the Baltimore Company and Holtwood Company, with- 
out selling Aldred’s estate on Long Island, property for which there 
was no immediate market. 

However, in spite of the depressed economic conditions then exist- 
ing and notwithstanding Aldred & Company’s precarious financial 
position, these officers and directors of the Baltimore Company and 
the Holtwood Company attending the conference referred to above, 
completely acquiesced in the proposal by Aldred to deposit $375,243.29 
more with Aldred & Company over and above substantial amounts 
already on deposit, without making any investigation, or having any 
made, as to the financial condition of Aldred & Company, or securing 
_ an independent appraisal as to the value of the property which made 
up Ormston Estates, Inc. or as to the current market therefor. 

It is also noted that no report of the above transaction was made 
to the boards of directors or executive committees or stockholders of 
either the Baltimore Company or the Holtwood Company until the 
latter part of June 1934. 

After October 29, 1931, no checks were drawn on or withdrawals 
made from the above-described depesits by either the Baltimore Com- 
pany or the Holtwood Company. On June 16, 1934, Aldred & Com- 
pany discontinued the private banking division of its business, and 
being unable to pay the deposits in cash, the Baltimore Company and 
the Holtwood Company accepted demand notes dated June 15, 1934, 
bearing interest at the rate of 3 percent per annum in lieu of the 
certificates of deposit which were in the same amounts as they were 
on October 29, 1931, but which were bearing interest at the rate of 
41% percent. 

As the result of a protest against the failure of the board of 
directors to collect, the amount due from Aldred & Company, made 
by a stockholder at, the annual stockholders’ meeting of the Baltimore 
Company, on Match 15, 1938, a committee was appointed to investi- 
. gate the indebtedness of Aldred & Company. The report of this 
8248£6 —43—Vol. 220 
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committee, dated August 10, 1938, states that it investigated the finan- 
cial conditions of Aldred & Company, Aldred & Company, Ltd., 
Aldred Building, Ltd., and the partners of Aldred & Company, and 
found that none of these individuals or companies had any net worth 
which could be applied to the payment of this obligation, and that, 
if collection of the indebtedness were to be enforced at this time, 
the company would recover very little beyond what it could realize 
from the sale of the stock of Grmston Estates, Inc., and it would be 
extremely difficult to dispose of this stock at this time for anything 
approaching a fair price or for an amount which would not result in 
leaving a large deficit owing to the company. 

Between June 15, 1934, and October 2, 1939, the total amount paid 
by Aldred & Company toward reducing the above obligation on the 
demand notes was $145,000, which was equally divided between the 
Baltimore Company and the Holtwood Company, leaving a balance 
due each company of $1,088,725, or a total of $2,177,450. 

At a meeting of the board of directors of the Baltimore Company 
on February 2, 1939, the board, without having been requested by 
Mr. Aldred, and without having discussed the matter with him or any 
member of the firm of Aldred & Company, unanimously adopted a 
resolution reducing the interest rate from 8 to 1 percent on the above- 
described obligation due from Aldred & Company. Among the 13 
directors present were Mortimer N. Buckner, Charles M. Cohn, Wil- 
liam Schmidt, Jr., Herbert A. Wagner, John Abbet Walls, and Fred- - 
erick W. Wood, all applicants herein and parties to this proceeding. 

On February 10, 1939, at a meeting of the board of directors of 
the Holtwood Company, the board, without having been requested 
by Mr. Aldred, and without having discussed the matter with him 
or any member of the firm of Aldred & Company, adopted a similar 
resolution. Among the directors present at this meeting were 
Mortimer N. Buckner, Charles M. Cohn, John Abbet Walls, Fred- 
erick W. Wood, John W. Drayton, James L. Rintoul, and David E. 
Williams, Jr. 

In the relationship between the system companies and the firm 
of Aldred & Company, a firm which is authorized by law to under- 
write and participate in the marketing of the securities of public 
utilities, the things that might be for the benefit of Aldred & Company 
might be a decided detriment to the system companies. Here the 
situation was clearly such as was anticipated by the enactment of 
section 305. Prior to the time this section became effective, officers 
of the system companies, by virtue of their partnership in Aldred 
& Company, were receiving compensation in respect to the negotia- 
tion of securities thereof by means of ‘fees paid to the partnership 
for services as fiscal agent. 
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After the enactment of the Federal Power Act and down to 
January 1, 1939, John Edward Aldred remained a partner of Aldred 
& Company and was at the same’time the chief executive officer 
of the Baltimore Company, the Holtwood Company, and the Safe 
Harbor Company. Two other partners in that firm, Walworth 
and Walls, were also officers and/or directors of Baltimore System 
companies. 

The evidence also shows that Aldred personally undertook to 
render services similar to those previously performed by him as a 
member of the firm and was to receive therefor annual compensa- 
tion from the three companies which, in the aggregate, slightly 
exceeded the average annual fees which the firm had received per 
year during the preceding 5-year period. As a matter of fact, the 
compensation received by Aldred was turned over to and taken into 
the income of the firm. It appears, therefore, that this change was 
more apparent than real and that the only material effect thereon 
was to fix the maximum charges for such services. 

Resignations.—During the course of the hearings, Aldred, the 
founder of the Baltimore System, and its active head for 28 years, 
resigned as of December 31, 1938, all positions held by him in the 
companies constituting that system. Walworth also, and as of the 
same date, resigned all such positions held by him. Walls ceased 
to be a partner in the firm of Aldred & Company, and resigned the 
positions held by him in the International Power Securities Cor- 
poration, an Aldred-controlled company. It appears that Allen, 
who was an employee (not a partner) of the firm, and also an officer 
and/or director of certain companies in the system, is no longer 
employed in the former position. These several resignations appear 
to have terminated the former interlocking relationship between the 
partnership and the system companies. 

Aldred control.—Initially, Aldred controlled the Baltimore and the 
Holtwood companies by means of actual control of the voting securi- 
ties; in the exercise of that control he designated the officers and 
directors of those companies. Subsequently, the management has 
maintained that control through. the proxies of absent stockholders. 
The chief executive officers of the several companies have been asso- 
ciated with Aldred for many years and it is clear from the evidence 
that Aldred has controlled and dominated the affairs of the system 
since its inception. 

The complete unqualified and unquestioned acquiescence by the 
other participants (Clark, Wagner, Cohn, and Walls) in the proposal 
made by Aldred at the meeting of October 26, 1931, is convincing 
evidence of his influence over them. His proposal required, in a 
périod of serious financial stress, a deposit with the firm of $375,000 
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over and above an already substantial amount on deposit, yet the 
participants claim the matter was not of sufficient importance to 
be presented for the consideration of the boards of directors of either 
company, and this was not done until some 3 years later. Aldred’s 
financial circumstances referred to above, at the time of this trans- 
action, strongly suggest that the real motive for the proposal was the 
need for cash on the part of the partnership, and, under the cireum- 
stances, the proffer of the stock of Ormston Estates, Inc., as security 
was little more than a gesture. 

Wagner, Cohn, Schmidt, Walls, Allner, Rintoul, and Allen have 
been employed by Aldred, or associated with him in a subordinate 
position, for 28 years or more because of Aldred’s control of the sev- 
eral companies with which they have been connected, and each of 
them may well attribute to him his original and continued employ- 
ment, and perhaps his present position. To assume that, under such 
circumstances and over such a period of time, there had not developed 
in the mind of each of them a feeling of obligation and loyalty to 
their superior would require a postulate directly in conflict with 
human nature and experience. In spite, therefore, of Aldred’s resig- 
nations from the positions held by him in the system, it is not be- 
lieved that the influence heretofore shown to have been exercised by 
him over officers and directors of these companies has terminated. 

It seems clear that Congress did not consider the holding of inter- 
locking positions objectionable in all cases, otherwise it would no 
doubt have specifically prohibited the holding of such positions. 
There appears to have been a recognition that under some conditions 
the holding of such positions might be desirable. 

By the enactment of section 305 (b) of the Act, Congress made 
unlawful the holding of so-called multiple directorships unless the 
holding of such positions shall have been authorized by order of this 
Commission, and placed the burden for showing that neither public 
nor private interests will be adversely affected thereby upon the appli- 
cant. Obviously, therefore, this Commission is required to inquire 
into and determine with respect to each application presented for its 
approval, whether the circumstances and conditions found therein 
are such as may reasonably be expected to accomplish that purpose. 

It is believed that among the evils sought to be eliminated by the 
enactment of section 305 (b) were:* 


‘In Title I, sec. 1, of the Public Utility Act of 1935 (49 Stat. 803, 15 U. S. C., § 79a), 
Title II of which is the Federal Power Act, it is stated: 

“*. ©. ® The interests of investors in the securities of holding companies and their 
subsidiary companies and affiliates, and the interest of. consumers of electric energy and 
_— and een gas, are or may be a ee erent 

* « 

“ge When jb public-utility ‘euiuides are odie to excessive,charges for serv- 

ices, construction work, equipment, and materials, or enter into transactions in which evils 
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1. Control over a large number and geographically widespread 
public utilities by a small greup of individuals with perhaps a 
minimum of investment. ul 

2. The evasion by means of common control of competition result- 
ing in higher costs and poorer services to consumers. 

3. The lack of arm’s-length dealings between public utilities and 
organizations furnishing financial services or electrical equipment. 

4. The employment of dummy directors designated solely for the 
purpose of executing the orders of those in control, and nominal 
directors who give little time and attention to the affairs of the 
companies. 

5. Violations of laws, ethics, and good business practices by those 
holding such interlocking positions whereby such relationship is 
employed for their own benefit or profit, or for the benefit or profit 
of any other person or persons and to the detriment of the companies, 
their security holders or the public interest. 

Since the formal severance of the relationship between the partner- 
ship and the system, the principal question remaining is whether the 
holding by the applicants herein of interlocking positions between 
companies within the Baltimore System will adversely affect public 
or private interests. This question involves the further questions: 

1. Whether the conduct of such applicants with respect to trans- 
actions between the partnership and the system companies constitutes 
a violation of the principles of ethics or of good business practice 
which would make the continued holding by them of interlocking 
positions contrary to public or private interest, and 

2. Whether the present actual relationship between Aldred and such 
applicants is such that the holding by them of such positions will 
adversely affect public or private interests. 

It will be remembered that only Aldred, Clark (since deceased), 
Wagner, Cohn, and Walls were present at the meeting of October 
26, 1931, and that the transaction then agreed upon was not brought 
to the attention of the other officers or directors until 1934. Then the 
deposit of additional funds and the acceptance of securities was a 
fait accompli, so far as the others were concerned. 


result from an absence of arm’s-length bargaining or from restraint of free and independ- 
ent competition ; when service, management, construction, and other contracts involve the 
allocation of charges among subsidiary public-utility companies in different States so as to 
present problems of regulation which cannot be dealt with effectively by the States. 

“3. When control of subsidiary public-utility companies affects the accounting practices 
and rate, dividend, and other policies of such companies so as to complicate and obstruct 
State regulation of such companies, or when control of such companies is exerted through 
disproportionately small investment. 

> . . 7. > . 7 

“5. When in any other respect there is lack of economy of management and opera- 

tion of public-utility companies or tack of efficiency and adequacy of service rendered 


by such companies, or lack of effective public regulation, or lack of economies in the raising 
of capital.” . 
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Where it is shown, as it has been shown in this case, that practices 
have been pursued that are. violative of the rules of ethics and of 
good business principles; that the interests of the companies, their 
consumers, their security holders and the public have been, in some 
instances, subordinated to those of certain “individuals; that the 
forces responsible for such practices are recognizable and distinguish- 
able; that such forces will, in all probability, continue to exist, the 
public interest requires that such evidence be given most serious 
consideration in determining whether those responsible for and par- 
ticipating in such practices should be given the approval of this 
Commission. Obviously a guide can be found to what an individual 
may be expected to do in the future from what he has done in the 
past. Furthermore, it is believed that the approval of the appli- 
cations of certain officers or directors, under the circumtances shown 
to exist herein, may reasonably be considered as approval of practices 
believed inimical to public and private interests. 

We, therefore, conclude that the participation of Wagner, Cohn, 
and Walls in the transactions hereinabove discussed, their contin- 
uing personal relationship to and evident solicitude for Aldred, the 
continuing existence of the opportunity to express such solicitude 
in a manner adverse to public and private interests, require that the 
applications of such applicants be denied. 


In the light of the foregoing findings we make the further finding 
that applicants Wagner, Cohn, and Walls have not shown that neither 
public nor private interests will be adversely affected by their con- 


tinuing to hold the interlocking positions for which they here. seek 
authorization. 


BUCKNER, ALLEN, AND SCHMIDT 


There is no evidence in the record indicating that these appli- 
cants participated in the transactions, described’ hereinabove, respect- 
ing the deposits with Aldred & Company by the Baltimore and 
Holtwood companies. However, for other reasons, which we set out 
below, we find that they have failed to show that neither public nor 
private interests will be adversely affected by their continued holdings 
of certain interlocking positions for which they seek authorization. 

Mortimer N. Buckner (docket No. ID-284).—This applicant seeks 
to hold the following positions: Director, Consolidated Gas, Electric 
Light & Power Company of Baltimore; director and member of exec- 
utive committee, Pennsylvania Water & Power Co.; director and mem- 
ber of executive committee, Safe Harbor Water Power Corporation; 
and director, International Power Securities Co. 

Applicant has served continuously as a member of the board of 
directors of the Baltimore Company since April 2, 1935; as a director 
and member of the executive committee of the Holtwood Company 


se & 7 © St © @D re 
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since November 19, 1914; as a director since November 16, 1934, and as 
a member of the executive committee since February 21, 1936, of the 
Safe Harbor Company. 4 

During the 18-month period preceding August. 26, 1938, 19 meet- 
ings of the board of directors of the Baltimore Company were held, 
of which the applicant attended only 2. In the same period 10 meet- 
ings of the board of directors of the Holtwood Company and 10 meet- 
ings of the board of directors of the Safe Harbor Company were held 
and applicant attended 8 of such meetings in each case. 

In addition to the positions for which authorization is sought herein 
applicant is an officer and/or director of 22 other corporations which 
may be grouped according to the kind of business in which they are 
engaged as follows: 1 investment company, 3 “liquidating investment” 
companies, 4 railroad companies, 4 manufacturing companies, 1 real 
estate company, 3 insurance companies, 3 banking companies, 1 safe 
deposit company, a flood credit company, and the New York World’s 
Fair. 

The applicant is chairman of the board of directors of the New 
York Trust Company, one of the banking companies above_described, 
which trust company is a depository for funds, stock transfer agent, 
registrar, trustee, and/or dividend disbursement agent for various 
issues of securities of the Baltimore, Holtwood, and Safe Harbor 
Companies. 

As of August 26, 1938, Buckner owned personally 100 shares of 
common stock of the Baltimore Company. However, in addition 
thereto, he represented the interests of 5 stockholders in the ownership 
of 13,610 shares of common stock and the interests of 1 stockholder 
in the ownership of 1,500 shares of preferred stock of the Baltimore 
Company. 

We note that Buckner attended only 2 out of 19 meetings of the 
board of directors of the Baltimore Company. Such apparent indif- 
ference to the problems of the company does not indicate that the expe- 
rience of this applicant was of any benefit in conducting the affairs 
of the Baltimore Company. Aldred testified that Buckner frequently 
consults with the management and asks for information and that he 
is very much alive to the conditions and affairs of the company. It 
is our opinion, however, that in spite of the recognized ability of the 
applicant he cannot, by such inattendance, properly perform the 
duties accompanying the position of Director of the Baltimore Com- 
pany. Something more is required than an interest in and a knowl- 
edge of the affairs of the company. One holding such a position 
should attend the meetings of the board, participate in the discussion 
and disposition of matters presented for consideration so that he may 
know, at first hand, its program and its problems and give to such 
meetings the benefit of his independent and uninfluenced judgment. 





264 FEDERAL POWER COMMISSION 


Not to do so renders the holding of such directorship a fiction; the 
very purpose of the board of directors is defeated, and the security 
holders are misled in the belief that the director is actually performing 
the duties of that position. A director is intended to be not a rep- 
resentative of the management, but of the stockholders, and should 
actively participate in the affairs of the company so that they may 
be conducted for the best interests of the company and of those by 
whom he was elected. 

The New York Supreme Court in Kavanaugh v. Gould, 131 N. Y. 
Supp. 1059, had this to say respecting directors: 


If the bylaws required monthly meeetings, they must make diligent effort 
to be present thereat. They must give their best efforts to advance the inter- 
est of the corporation, both by advice and counsel and by active work on 
behalf of the corporation when such work may be assigned to them. * * * 
The law has no place for dummy directors. They are bound particularly to 
use every effort that a prudent businessman would use in supervising his 
own affairs with the right, however, ordinarily to rely upon the vigilance of 
the executive committee to ascertain and report on irregular or improvident 
acts in its management. 


In the light of the foregoing findings with respect to this appli- 
cant, we make the further finding that he has failed to show that 
his continued holding of the position of director’ of the Baltimore 
Company will not adversely affect public or private interests, and 


his application for this position should therefore be denied. 

However, the foregoing cannot be said with respect to positions 
held by him with the Holtwood and Safe Harbor Companies. 

Applicant attended a large percentage of the meetings of the 
boards of each of these companies and has performed the duties 
of such officers. We find that the applicant has made due showing 
that his holding of the positions, for which authorization is sought, 
with the Holtwood Company and the Safe Harbor Company will 
not adversely affect public or private interests. 

As to his position with’ International Power Securities Corpora- 
tion we have heretofore held that this company is not within the 
purview of section 305 (b), and therefore we have no jurisdiction 
ever his position held therein. 

Frederick J. Allen (ID-251)—This applicant seeks to hold the 
following positions: secretary, Pennsylvania Water & Power Co.; 
secretary, Safe Harbor Water Power Corporation; and director, 
Susquehanna Transmission Company of Maryland. 

Applicant has continuously held the position of secretary of the 
Holtwood Company since September 1913; he has continuously held 
the position of secretary of the Safe Harbor Company since January 
1930, and he has continuously held the position of director of the 
Susquehanna Transmission Company of Maryland since February 





JOHN EDWARD ALDRED ET AL. 265 


1913. For the 12-month period ending July 21, 1938, he received 
as compensation for his services as secretary of the Holtwood Com- 
pany $3,000, and as secretary of the Safe Harbor Company $1,500. 
He has received no compensation for his services as director of the 
Susquehanna Transmission Company of Maryland. 

During the 18 months prior to August 26, 1938, there were held 
five meetings of the board of directors of the Susquehanna Transmis- 
sion Company of Maryland, none of which the applicant attended. 

When Allen was first elected secretary of the Holtwood Company, 
he was an employee of Aldred & Company and such relationship 
continued until-some time subsequent to September 1, 1938, when his 
employment with Aldred & Company ceased. His business address 
is 40 Wall Street, New York City, the same as that of Aldred & 
Company. 

In view of the fact that applicant attended none of the meetings 
of the board of directors of Susquehanna Transmission Company of 
Maryland during the 18-month period shown, it may be concluded 
that he is no more than a nominal director of that company. Further, 
it is our opinion that his direct employment by Aldred & Company 
and his daily contacts with the personnel thereof over a period of 25 
years has established a relationship under the circumstances of which 
the applicant will not exercise independent judgment with respect 
to the affairs of Holtwood and Safe Harbor companies, especially 
where the interests of those companies may conflict with those of 
Aldred & Company. 

Accordingly, in the light of the foregoing findings with respect to 
this applicant, we make the further finding that he has failed to show 
that neither public nor private interests will be adversely affected by 
his holding of the interlocking positions for which he herein seeks 
authorization. 

William Schmidt, Jr. (docket No. ID-89).—This applicant seeks 
to hold the following positions: vice president, director, and member 
of executive committee, Consolidated Gas, Electric Light & Power 
Company of Baltimore; and director, Safe Harbor Water Power 
Corporation. 

In 1906, at the time of the formation of the Baltimore Company, 
Schmidt became its auditor. Then in 1910, after Aldred became 
president, Schmidt became secretary and in 1914 he was elected a 
director, which position he has held continuously since. In 1926 he 
was made secretary and treasurer, which positions he held until 1938, 
when he became a vice president of the Baltimore Company, for which 
he received a salary of $27,500 per year. 

This applicant became director of the Safe Harbor Company in 
February 1930, shortly after its incorporation, and has held that 
position continuously since. 
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During the 18 months preceding August 26, 1938, there were 19 
meetings of the board of directors of the Baltimore Company, of 
which the applicant attended 18, and there were 10 meetings of the 
board of directors of the Safe Harbor Company, of which the 
applicant attended only 1. 

All that was said respecting Buckner’s inattendance at the directors’ 
meetings of the Baltimore Company can be said respecting Schmidt’s 
inattendance at the directors’ meetings of the Safe Harbor Company. 
The fact that Schmidt makes no excuse or explanation of his failure 
to attend all but one of the directors’ meetings held in 18 months of 
Safe Harbor Company, in our opinion, clearly establishes his position 
therewith as that of a nominal or dummy director, contrary to the 
spirit and intent of section 305 (b). 

In the light of the foregoing findings with respect to this applicant, 
we make the further finding that he has failed to show that neither 
public nor private interests will be adversely affected by his continuing 
to hold the position of director of the Safe Harbor Company. 


AUTHORIZATIONS TO BE GRANTED 


With respect to applicants F. Abels Allner (docket No. ID-847), 
James L. Rintoul (docket No. ID-164), Frederick W. Wood (docket 
No. ID-92), James E. O’Connor (docket No. ID-163), James L. 
Quinn (docket No. ID-166), David E. Williams, Jr. (docket No. 
ID-796), John W. Drayton (docket No. ID-101), and Irving W. 
Gleason (docket No. ID-132), we find that they have made due show- 
ing that their continued holding of the interlocking positions within 
the purview of section 305 (b) for which they seek authorization 
herein will not adversely affect public or private interests. 


APPLICATIONS DISMISSED 


With respect to applicants John E. Aldred (docket No. ID-178), 
James L. Rintoul (docket No. ID-164), Frederick W. Wood (docket 
No. ID-795), and Joseph W. Gross (docket No. ID-175), we find 
that since instituting these proceedings, as result of resignations of 
which they have notified the Commission, they no longer hold two 
or more positions within the purview of section 305 (b), and their 
applications should therefore be dismissed. 

Appropriate orders will issue in accordance with this opinion and 
findings. 

Lexanp O ps. 
Craupe L. Draper. 
Basti Many. 
Joun W. Scorr. 
Crype L. Seavey. 
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Order dismissing application under section 305 (b) of the 
Federal Power Act 


John E. Aldred 
(ID-178) 


It appearing to the Commission that: 

(a) On October 24, 1935, John E. Aldred, 40,Wall Street, New 
York City, filed an application pursuant to section 305 (b) of the 
Federal Power Act, and on February 24, 1936, filed an amendment 
thereto, for authority to hold the following positions: Chairman of 
the board, chairman, executive committee, and director, Consolidated 
Gas, Electric Light & Power Company of Baltimore; chairman of the 
board, chairman, executive committee, and director, Pennsylvania 
Water & Power Company ; chairman of the board, chairman, executive 
committee, and director, Safe Harbor Water Power Corporation; di- 
rector, Montreal Trust Company; and partner, Aldred & Company, 
upon which application authorization was granted by the Commis- 
sion’s order of February 26, 1936, to hold such of said positions as are 
within the purview. of section 305 (b), which order of authorization 
reserved to the Commission the right to require theapplicant to make 
further showing that neither public nor private interests will be ad- 
versely affected by reason of the applicant’s holding said positions; 

(6) On July 24, 1937, applicant filed certain supplemental infor- 
mation pertaining to the above aplication ; 

(c) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information pur- 
suant to Part 45 of the rules of practice and regulations of the Com- 
mission ; 

(d@) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

(e) On November 10, 1938, applicant notified the Commission that 
he had resigned from the following positions: Chairman of the board, 
chairman, executive committee, and director, Consolidated Gas, Elec- 
tric Light & Power Company of Baltimore; chairman of the board, 
chairman, executive committee, and director, Pennsylvania Water & 
Power Company; and chairman of the board, chairman, executive 
committee, and director, Safe Harbor Water Power Corporation. | 

The Commission, upon consideration of the application and the 
supplemental information filed in relation thereto, finds: 
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That the applicant no longer holds two or more positions requiring 
authorization within the purview of section 305 (b) ; and 

The Commission orders: 

(A) That the said application be and it is hereby dismissed ; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby terminated. 


Order. denying authorization pursuant to section 305 (0) of the 
Federal Power Act 


Herbert A. Wagner 
(ID-90) 


It appearing to the Commission that : 

(a) On October 24, 1935, Herbert A. Wagner, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following positions: 
President, director, and member of executive committee, Consolidated 
Gas, Electric Light & Power Company of Baltimore; director, and 
member of executive committee, Pennsylvania Water & Power Com- 
pany; vice president, director, and member of executive committee, 
Safe Harbor Water Power Corporation; upon which application au- 
thorization was granted by the Commission’s order of February 18, 
1936, to hold such of said positions as are within the purview of section 
305 (b), which order of authorization reserved to the Commission the 
right. to require the applicant to make further showing that neither 
public nor private interests will be adversely affected by reason of 
the applicant’s holding said positions; 

(6) On October 23, 1937, applicant filed certain supplemental in- 
formation pertaining to said application; 

(c) On August 26, 1938, applicant filed an amended application 
pursuant to section 305 (b) for authority to hold, in addition to the 
positions enumerated in paragraph (a) above, the following position: 
Director, International Power Securities Corporation ; 

(d) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1988, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the pur- 
view of section 305 (b) of the Federal Power Act, a hearing was duly 
held at which applicant was heard; 

(e) On November 10, 1938, applicant filed supplemental infor- 
mation advising the Commission that on November 9, 1938, he resigned 
from the following position: Director, International Power Securities 
Corporation ; 
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(f) On March 23, 1939, applicant filed supplemental application 
pursuant to section 305 (b), for authority to hold the following posi- 
tion, in addition to those enumerated in paragraph (a): Chairman, 
board of directors, Consolidated Gas, Electric Light & Power Com- 
pany of Baltimore. 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and findings 
are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be and 
the same are hereby rescinded effective October 30, 1940; 

(B) That the supplemental application heretofore filed by the ap- 
plicant, pursuant to section 305 (b) of the Federal Power Act, seeking 
authority to hold the additional position as described in paragraph (/) 
above, be and the same is hereby denied. 


Order denying authorization pursuant to section 305 (b) of the 
Federal Power Act 


John Abbet Walls 
(ID-769) 


It appearing to the Commission that : 

(a) On October 24, 1935, John Abbet Walls, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following posi- 
tions: Director, and member of executive committee, Consolidated 
Gas, Electric Light & Power Company of Baltimore; president, di- 
rector, and member of executive committee, Pennsylvania Water & 
Power Company; president, director, and member of executive commit- 
tee, Safe Harbor Water Power Corporation; president and director, 
Susquehanna Transmission Company of Maryland; president and 
director, Susquehanna Transmission Company of Pennsylvania ; pres- 
ident and director, Pennsylvania Transmission Company; president 
and director, Susquehanna Canal and Power Company; director, Dela- 
ware Electric Transmission Company; and partner, Aldred & Com- 
pany, upon which application authorization was granted by 
Commission’s order of February 26, 1936, to hold such of said positions 
as are within the purview of section 305 (b), which order of authori- 
zation reserved to the Commission the right to require the applicant 
to make further showing that neither public nor private interests will 
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be adversely affected by reason of the applicant’s holding said 
positions ; 

(b) On November 4, 1937, applicant filed supplemental information 
pertaining to said application, and notified the Commission that the 
Delaware Electric Transmission Company had been dissolved ; 

(c) On August 26, 1938, applicant filed amended application pur- 
suant to section 305 (b) for authority to hold, in addition to the posi- 
tions enumerated in paragraph (a) above, the following positions: 
vice president and director, International Power Securities Corpora- 
tion; 

(d) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

(e) On November 10, 1938, applicant filed supplemental informa- 
tion advising the Commission that he had notified the firm of Aldred 
& Company of his withdrawal from that firm as of December 31, 1938, 
and that on November 9, 1938, he had resigned from the following 
positions: vice president and director, International Power Securities 
Corporation ; 

(f) On February 7, 1939, applicant filed supplemental information 
advising the Commission that on February 2, 1939, he resigned from 
the following positions: director and member of executive committee, 
Consolidated Gas, Electric Light & Power Company of Baltimore; 

(g) On January 17, 1940, applicant notified the Commission that the 
following corporations had been dissolved on December 29, 1939: Sus- 
quehanna Transmission Company of Pennsylvania and Pennsylvania 
Transmission Company ; 

(k) Applicant now holds the following positiens within the pur- 
view of section 305 (b) : 

President, director, and member of executive committee, Pennsyl- 
vania Water & Power Company; President, director, and member 
of executive committee, Safe Harbor Water Power Corporation; 
President and director, Susquehanna Transmission Company of 
Maryland. 

Upon consideration of the application, and supplemental informa- 
tion filed in relation thereto, the record of the testimony given at the 
hearing, and the exhibits incorporated therein, and having on this 
date made and entered its opmion in this matter containing its findings 
of fact. and conclusions therefrom, which opmion and. findings are 
hereby referred to and made a part hereof; 

The Commission orders: 
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That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be and 
the same are hereby rescinded, effective October 30, 1940. 


Order denying authorization pursuant to section 305 (b) of the Federal 
Power Act 


Charles M. Cohn 
(ID-87) 


It appearing to the Commission that: 

(a) On October 24, 1935, Charles M. Cohn, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following positions: 
Executive vice president, director, and member of the executive com- 
mittee, Consolidated Gas, Electric Light & Power Company of Balti- 
more; director, Pennsylvania Water & Power Company ; and director, 
Safe Harbor Water Power Corporation, upon which application 
authorization was granted by the Commission’s order of February 18, 
1936, to hold such of said positions as are within the purview of section 
305 (b), which order of authorization reserved to the Commission the 
right to require the applicant to make further showing that neither 
public nor private interests will be adversely affected by reason of the 
applicant’s holding said positions; 

(6) On October 23, 1937, applicant filed certain supplemental in- 
formation pertaining to the above application ; 

(c) On August 26, 1938, applicant amended his application described 
in paragraph (a) above with supplemental information, pursuant to 
Part 45 of the rules of practice and regulations of the Commission; 

(d) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and findings 
are hereby referred to and made a part hereof; 

The Commission orders: 

That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act, be 
and the same are hereby rescinded, effective October 30, 1940. 
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Order denying authorization pursuant to section 305 (b) of the Federal 
Power Act 


William Schmidt, Jr. 
(ID-89) 


It appearing to the Commission that: 

(a) On October 24, 1935, William Schmidt, Jr., Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following posi- 
tions: Secretary, treasurer, and member of executive committee, Con- 
solidated Gas, Electric Light & Power Company of Baltimore; and 
director, Safe Harbor Water Power Corporation, upon which applica- 
tion authorization was granted by the Commission’s order of February 
18, 1936, to hold such of said positions as are within the purview of 
section 305 (b), which order of authorization reserved to the Com- 
mission the right to require the applicant to make further showing 
that neither public nor private interests will be adversely affected by 
reason of applicant’s holding said positions; 

(6) On October 23, 1937, applicant filed certain supplemental infor- 
mation pertaining to the above application ; 

(c) On June 18, 1938, applicant filed supplemental application pur- 
suant to section 305 (b) for authority to hold the position of: Vice 
president, Consolidated Gas, Electric Light & Power Company of 
Baltimore; and notified the Commission that he no longer held the 
positions of : Secretary and treasurer, Consolidated Gas, Electric Light 
& Power Company of Baltimore, upon which application temporary 
authority was granted to hold said position of vice president by Com- 
mission’s orders of July 19, and November 12, 1938, February 9, May 
12, and September 12, 1939, and February 7, 1940; 

(zd) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(e) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

Upon consideration of the application, the supplements thereto, and 
the supplemental information filed in relation thereto, the record of 
the testimony given at the hearing and the exhibits incorporated 
therein, and having on this date made and entered its opinion in this 
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matter containing its findings of fact and conclusions therefrom, 
which opinion and findings are hereby referred to and made a part 
hereof; - 

The Commission orders: 

(A) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and the same are hereby rescinded, effective October 30, 1940; 

(B) That the supplemental application heretofore filed by the ap- 
plicant, pursuant to section 305 (b) of the Federal Power Act, seek- 
ing authority to hold the position as described in paragraph (c) above, 
be and the same is hereby denied. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
F. Abels Allner 
(ID-847) 


It appearing to the Commission that: 

(a) On February 12, 1938, F. Abels Allner, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following po- 
sitions; Vice president, Pennsylvania Water & Power Company, 
and vice president, Safe Harbor Water Power Corporation; 

(6) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(c) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having 
on this date made and entered its opinion in this matter containing 
its findings of fact and conclusions therefrom, which opinion and 
findings are hereby referred to and made a part hereof; 

The Commission orders: 

That until further order of the Commission, said applicant be and 
he is hereby authorized to hold the positions described in para- 
graph (a) above, subject to the provisions of Part 45 of the rules of 
practice and regulations of the Commission and to the specific 
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reservation of the right of the Commission to require said applicant 
to make further showing that neither public nor private interests 
will be adversely affected by his holding said positions. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
James L. Rintoul 
(ID-164) 


It appearing to the Commission that: 

(a) On October 24, 1935, James L. Rintoul, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following po- 
sitions: Vice president and director, Pennsylvania Water & Power 
Company ; treasurer and director, Safe Harbor Water Power Corpo- 
ration; vice president and director, Susquehanna Transmission Com- 
pany of Maryland; vice president and director, Susquehanna Trans- 
mission Company of Pennsylvania; vice president and director, 
Susquehanna Canal and Power Company; vice president and director, 
Pennsylvania Transmission Company; and director, Delaware Elec- 
tric Transmission Company, upon which application authorization 
was granted ,by the Commission’s order of February 18, 1936, to 
hold such of said positions as are within the purview of section 
305 (b), which order of authorization reserved to the Commission the 
right to require the applicant to make further showing that neither 
public nor private interests will be adversely affected by reason of the 
applicant’s holding said positions; 

(6) On November 4, 1937, applicant filed certain supplemental in- 
formation pertaining to the above application, and notified the Com- 
mission that the Delaware Electric Transmission Company had been 
dissolved ; 

(c) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(zd) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
culy held at which applicant was heard ; 

(e) On January 17, 1940, applicant notified the Commission that 
the following corporations had been dissolved on December 29, 1939: 
Susquehanna Transmission Company of Pennsylvania, Pennsylvania 
Transmission Company; 





JOHN EDWARD ALDRED ET AL. 275 


Upon consideration of the application, and the supplemental infor- 
mation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incofporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and findings 
are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant be 
and he is hereby authorized to hold the following positions, subject 
to the provisions of Part 45 of the rules of practice and regulations of 
the Commission and to the specific reservation of the right of the 
Commission to require said applicant to make further showing that 
neither public nor private interests will be adversely affected by his 
holding said positions: Vice president and director, Pennsylvania 
Water & Power Company; treasurer and director, Safe Harbor 
Water Power Corporation; and vice president and director, Susque- 
hanna Transmission Company of Maryland; 

(B) That the application described in paragraph (a) above, insofar 
as it applies to the following positions, be and it is hereby dis- 
missed: Vice president and director, Susquehanna Canal and Power 
Company ; 

(C) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Order dismissing application under section 305 (b) of the Federat 
Power Act 


Joseph Walworth 
(ID-179) 


It appearing to the Commission that: 

(a) On October 24, 1935, Joseph Walworth, 40 Wall Street, New 
York City, filed an application pursuant to section 305 (b) of the 
Federal Power Act, and on February 24, 1936, filed an amendment 
thereto, for authority to hold the following positions: Director, Penn- 
sylvania Water & Power Company; director and member of execu- 
tive committee, Safe Harbor Water Power Corporation; and partner, 
Aldred & Company, upon which application authorization was granted 
by the Commission’s order of February 26, 1936, to hold such of said 
positions as are within the purview of section 305 (b), which order 
of authorization reserved to the Commission the right to require the 
applicant to make further showing that neither public nor private 
interests will be adversely affected by reason of the applicant’s holding 
said positions ; 





276 FEDERAL POWER COMMISSION 


(6) On November 5, 1937, applicant filed certain supplemental in- 
formation pertaining to the above application ; 

(c) On August 27, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(2) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

(e) On November 10, 1938, applicant notified the Commission 
that he had resigned from the following positions: Director, Penn- 
sylvania Water & Power Company; and director and member of 
executive committee, Safe Harbor Water Power Corporation. 

The Commission, upon consideration of the application and the 
supplemental information filed in relation thereto, finds: 

That the applicant no longer holds two or more positions requiring 
authorization within the purview of section 305 (b) ; and 

The Commission orders: 

(A) That the said application be and it is hereby dismissed ; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby terminated. 


Order denying authorization pursuant to section 305 (b) of the 
Federal Power Act 


F. Jerome Allen 
(ID-231) 


It appearing to the Commission that: 

(a) On October 24, 1935, F. Jerome Allen, 40 Wall Street, New York 
City, filed an application pursuant to section 305 (b) of the Federal 
Power Act for authority to hold the following positions: Secretary, 
Pennsylvania Water & Power Company; secretary, Safe Harbor 
Water Power Corporation; director, Susquehanna Transmission Com- 
pany of Maryland; and director, Delaware Electric Transmission 
Company, upon which application authorization was granted by Com- 
mission’s order of February 18, 1936, to hold such of said positions as 
are within the purview of section 305 (b), which order of authorization 
reserved to the Commission the right to require the applicant to make 
further showing that neither public nor private interests will be 





JOHN EDWARD ALDRED ET AL. 277 


adversely affected by reason of the applicant’s holding said positions; 

(6) Since the filing of the above application the Delaware Trans- 
mission Company was dissolved ; 

(c) On August 27, 1938, applicant amended his application de- 
scribed in paragraph (@) above with supplemental information pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(d) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental infor- 
mation filed in relation thereto, the record of the testimony given at 
the hearing, and the exhibits incorporated therein, and having on this 
date made and entered its opinion in this matter containing its findings 
of fact and conclusions therefrom, which opinion and findings are 
hereby referred to and made a part hereof ; 

The Commission orders: 

That all orders heretofore made authorizing applicant to hold posi- 
tions pursuant to section 305 (b) of the Federal Power Act be and 
the same are hereby rescinded, effective October 30, 1940. 


Order pursuant to section 305 (b) of the Federal Power Act 


Mortimer N. Buckner 
(1D-284) 


It appearing to the Commission that: 

(a) On October 25, 1935, Mortimer N. Buckner, 100 Broadway, 
New York City, filed an application pursuant to section 305 (b) of the 
Federal Power Act for authority to hold the following positions: 
Director, Consolidated Gas, Electric Light & Power Company of 
Baltimore ; director and member of executive committee, Pennsylvania 
Water & Power Company; director, Safe Harbor Water Power 
Corporation ; director, New-Orleans Public Service, Inc.; and director, 
Interborough Rapid Transit Company, upon which application author- 
ization was granted by the Commission’s order of February 18, 1936, 
to hold such of said positions as are within the purview of section 
305 (b), which order of authorization reserved to the Commission the 
right to require the applicant to make further showing that neither 
publié nor private interests will be adversely affected by reason of the 
applicant’s holding said positions: 
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(6) On March 16, 1936, applicant notified the Commission of his 
election, on February 21, 1936, by the board of directors of Safe 
Harbor Water Power Corporation, as a member of the executive 
committee of said corporation ; 

(c) On November 6, 1937, applicant filed certain supplemental in- 
formation pertaining to said application, and notified the Commis- 
sion that he no longer held the following positions: Director, New 
Orleans Public Service, Inc.; and director, emitting Rapid 
Transit Company ; 

(d) On August 26, 1938, applicant filed his ioe application 
pursuant to section 305 (b) for authority to hold, in addition to the 
positions enumerated in paragraph (a) above, the ‘following position : 
Director, International Power Securities Corporation ; 

(e) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the appli- 
cant make further showing that neither public nor private interests 
would be adversely affected by reason of his holding positions within 
the purview of section 305 (b) of the Federal Power Act, a hearing 
was duly held at which applicant was heard ; 

Upon consideration of the application, and supplemental informa- 
tion filed in relation thereto, the record of the testimony given at 
the hearing and the exhibits incorporated therein, and having on this 
date made and entered its opinion in this matter containing its find- 
ings of fact and conclusions therefrom, which opinion and findings 
are hereby referred to and made a part hereof ; 

The Commission orders: 

(A) That all orders heretofore made authorizing applicant to 
hold the following position pursuant to Section 305 (b) of the Fed- 
eral Power Act, be and the same are hereby rescinded, effective 
October 30, 1940: Dinector, Consolidated Gas, Electric Light & 
Power Company of Baltimore; 

(B) That the application described in paragraph (d) above, insofar 
as it applies to the following position, be and it is hereby dismissed: 
Director, International Power Securities Corporation; 

(C) That until further order of the Commission, said applicant 
be and he is hereby authorized to. hold the following positions: 
Director and member of executive committee, Pennsylvania Water 
& Power Company; director and member of executive committee, 
Safe Harbor Water Power Corporation, subject to the provisions of 
Part 45 of the rules of practice and regulations of the Commission 
and to the specific reservation of the right of the Commission to re- 
quire said applicant to make further showing that neither public 
nor private interests will be adversely affected by his holding said 
positions; 
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(D) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Order dismissing application under section 305 (b) of the Federal 
Power Act 


Mitchell Johnson 


(ID-795) 


It appearing to the Commission that: 

(a) On March 5, 1936, Mitchell Johnson, 111 Devonshire Street, 
Boston, Massachusetts, filed an application pursuant to section 305 
(b) of the Federal Power Act, and on April 18, 1936, filed an amend- 
ment thereto, for authority to hold the following positions: Director, 
Pennsylvania Water & Power Company, and director, Safe Harbor 
Water Power Corporation, upon which application authorization was 
granted by the Commission’s order of April 21, 1936, to hold such 
of said positions as are within the purview of section 305 (b), which 
order of authorization reserved to the Commission the right to re- 
quire the applicant to make further showing that neither public nor 
private interests will be adversely affected by reason of the appli- 
cant’s holding said positions; 

(6) On August 26, 1938, applicant notified the Commission that 
he had resigned from the following positions: Director, Pennsyl- 
vania Water & Power Company, and director, Safe Harbor Water 
Power Corporation. 

The Commission, upon consideration of the application and the 
supplemental information filed in relation thereto, finds: 

That the applicant no longer holds two or more positions requir- 
ing authorization within the purview of section 305 (b); and 

The Commission orders: 

(A) That said application be and it is hereby dismissed ; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby terminated. 


Order dismissing application under section 305 (b) of the 
Federal Power Act 


Joseph W. Gross 
(ID-175) 


It appearing to the Commission that: 
(a) On October 24, 1935, Joseph W. Gross, Girard Trust Com- 
pany Building, Broad Street and South Penn Square, Philadelphia, 
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Pennsylvania, filed an application pursuant to section 305 (b) of the 
Federal Power Act for authority to hold the following positions: 
Director, Pennsylvania Water & Power Company; director, Safe 
Harbor Water Power Corporation; and partner, Joseph W. Gross 
and Company; upon which application authorization was granted 
by the Commission’s order of February 26, 1936, to hold such of 
said positions as are within the purview of section 305 (b), which 
order of authorization reserved to the Commission the right to require 
the applicant to make further showing that neither public nor private 
interests will be adversely affected by reason of the applicant’s holding 
said positions; 

(6) On November 9, 1937, applicant filed certain supplemental 
information pertaining to the above application; 

(c) On August 24, 1938, applicant notified the Commission that 
he had resigned from the following positions: Director, Pennsy]l- 
vania Water & Power Company; and, director, Safe Harbor Water 
Power Corporation. 

The Commission, upon consideration of the application and the 
supplemental information in relation thereto, finds; 

That the applicant no longer holds two or more positions requiring 
authorization within the purview of section 305 (b) ; 

The Commission orders: 


(A) That the said application be and it is hereby dismissed; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act 
be and they are hereby terminated. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
Frederick W. Wood 
(ID-92) 


It appearing to the Commission that: 

(a) On October 24, 1935, Frederick W. Wood, 2429 Keyworth 
Avenue, Baltimore, Maryland, filed an application pursuant to sec- 
tion 305 (b) of the Federal Power Act for authority to hold the 
following positions: Director and member of executive committee, 
Consolidated Gas, Electric Light & Power Company of Baltimore; 
director, Safe Harbor Water Power Corporation ; and director, Penn- 
sylvania Water & Power Company; upon which application author- 
ization was granted by the Commission’s order of Febrtary 18, 1936, 
to hold such of said positions as are within the purview of section 
305 (b), which order of authorization reserved to the Commission 
the right to require the applicant to make further showing that 
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neither public nor private interests will be adversely affected by 
reason of the applicant’s holding said positions; 

(6) On November 2, 1937, applicant filed certain supplemental 
information pertaining to the above application; 

(c) On August 26, 1938, applicant amended his application de- 
seribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(zd) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental infor- 
mation filed in relation thereto, the record of the testimony given at 
the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and find- 
ings are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant be 
and he is hereby authorized to hold the positions described in para- 
graph (a) above, subject to the provisions of Part 45 of the rules 
of practice and regulations of the Commission and to the specific 
reservation of the right of the Commission to require said applicant 
to make further showing that neither public nor private interests 
will be adversely affected by his holding said positions; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
James E. O’Connor 
(ID-163) 

It appearing to the Commission that: 

(a) On October 24, 1935, James E. O’Connor, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 
(b) of the Federal Power Act for authority to hold the following 
positions: Treasurer and assistant secretary, Pennsylvania Water & 
Power Company; assistant secretary and assistant treasurer, Safe 
Harbor Water Power Corporation; secretary, treasurer, and director, 
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Susquehanna Transmission Company of Maryland; secretary, treas- 
urer, and director, Susquehanna Transmission Company of Pennsyl- 
vania; secretary, treasurer, and director, Pennsylvania Transmission 
Company; and secretary, treasurer, and director, Susquehanna Canal 
and Power Company; upon which application authorization was 
granted by the Commission’s order of February 18, 1936, to hold 
such of said positions as are within the purview of section 305 (b), 
which order of authorization reserved to the Commission the right 
to require the applicant to make further showing that neither public 
nor private interests will be adversely affected by reason of the ap- 
plicant’s holding said positions; 

(6) On August 26, 1938, applicant amended his seprilacentins de- 
scribed in paragraph (a) above with supplemental information, 
pursuant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(c) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

(dz) On January 17, 1940, applicant notified the Commission that 
the following corporations had been dissolved on December 29, 1939; 
Susquehanna Transmission Company of Pennsylvania, Pennsylvania 
Transmission Company. 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having 
on this date made and entered its opinion in this matter containing 
its findings of fact and conclusions therefrom, which opinion and 
findings are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant 
be and he is hereby authorized to hold the following positions, subject 
to the provisions of Part 45 of the rules of practice and regulations 
of the Commission and to the specific reservation of the right of the 
Commission to require said applicant to make further showing that 
neither public nor private interests will be adversely affected by 
his holding said positions: Treasurer and assistant secretary, Penn- 
sylvania Water & Power Company; assistant secretary and assistant 
treasurer, Safe Harbor Water Power Corporation; and secretary, 
treasurer, and director, Susquehanna Transmission Company of 
Maryland. 

(B) That the application described in paragraph (a) above, inso- 
far as it applies to the following positions, be and it is hereby dis- 
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missed: Secretary, treasurer, and director, Susquehanna Canal and 
Power Company. 

(C) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
James L. Quinn 


(ID-166) 


It appearing to the Commission that: 

(a) On October 24, 1935, James L. Quinn, Lexington Building, 
Baltimore, Maryland, filed an application pursuant to section 305 (b) 
of the Federal Power Act to hold the following positions: Purchasing 
agent, Pennsylvania Water & Power Company; and purchasing 
agent, Safe Harbor Water Power Corporation; upon which applica- 
tion authorization was granted by the Commission’s order of February 
18, 1936, to hold such of said positions as are within the purview of 
section 305 (b), which order of authorization reserved to the Com- 
mission the right to require the applicant to make further showing 
that neither public nor private interests will be adversely affected by 
reason of the applicant’s holding said positions; 

(6) On October 30, 1937, applicant filed certain supplemental in- 
formation pertaining to the above application ; 

(c) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(d) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1930, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental infor- 
mation filed in relation thereto, the record of the testimony given at 
the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and findings 
are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant be 
and he is hereby authorized to hold the positions described in para- 
graph (a) above, subject to the provisions of Part 45 of the rules 
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of practice and regulations of the Commission and to the specific 
reservation of the right of the Commission to require said applicant 
to make further showing that neither public nor private interests 
will be adversely affected by his holding said positions; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be and 
they are hereby superseded. 


Authorization pursuant to section 305 (6) of the Federal Power Act 
David E. Williams, Jr. 
(ID-796) 


It appearing to the Commission that: 

(a) On March 7, 1936, David E. Williams, Jr., 1416 Chestnut 
Street, Philadelphia, Pennsylvania, filed an application pursuant to 
section 305 (b) of the Federal Power Act to hold the following 
positions: Director, Pennsylvania Water & Power Company and 
director, Safe Harbor Water Power Corporation, upon which appli- 
cation authorization was granted by the Commission’s order of April 
7, 1936, to hold such of said positions as are within the purview of 
section 305 (b), which order of authorization reserved to the Commis- 
sion the right t6 require the applicant to make further showing that 
neither public nor private interests will be adversely affected by reason 
of the applicant’s holding said positions; 

(6) On November 5, 1937, applicant filed certain supplemental in- 
formation pertaining to the above application ; 

(c) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(zd) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard ; 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter, which opinion 
and findings are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant 
be and he is hereby authorized to hold the positions described in para- 
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graph (a) above, subject to the provisions of Part 45 of the rules of 
practice and regulations of the Commission and to the specific reser- 
vation of the right of the Commission to require said applicant to 
make further showing that neither public nor private interests will be 
adversely affected by his holding said positions ; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
John W. Drayton 
(ID-101) 


It appearing to the Commission that : 

(a) On October 24, 1935, John W. Drayton, 1600 Arch Street, 
Philadelphia, Pennsylvania, filed an application pursuant to section 
305 (b) of the Federal Power Act for authority to hold the following 
positions: Director, Pennsylvania Water & Power Company, and 
director, Safe Harbor Water Power Corporation, upon which appli- 
cation authorization was granted by the Commission’s order of Feb- 
ruary 18, 1936, to hold such of said positions as are within the purview 
of section 305 (b), which order of authorization reserved to the 
Commission the right to require the applicant to make further show- 
ing that neither public nor private interests will be adversely affected 
by reason of the applicant’s holding said positions; 

(6) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, pur- 
suant to Part 45 of the rules of practice and regulations of the Com- 
mission ; 

(c) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having on 
this date made and entered its opinion in this matter containing its 
findings of fact and conclusions therefrom, which opinion and find- 
ings are hereby referred to and made a part hereof; 

The Commission orders: 

(A) That until further order of the Commission, said applicant be 
and he is hereby authorized to hold the positions described in para- 
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graph (a) above, subject to the provisions of Part 45 of the rules 
of practice and regulations of the Commission and to the specific 
reservation of the right of the Commission to require said applicant 
to make further showing that neither public nor private interests will 
be adversely affected by his holding said positions; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 


Authorization pursuant to section 305 (b) of the Federal Power Act 


Irvin W. Gleason 
(ID-132) 


It appearing to the Commission that: 

(a) On October 24, 1935, Irvin W. Gleason, 1330 Campbell Street, 
Williamsport, Pennsylvania, filed an application pursuant to section 
305 (b) of the Federal Power Act for authority to hold the following 
positions: Director, Pennsylvania Water & Power Company, and 
director, Safe Harbor Water Power Corporation, upon which appli- 
cation authorization was granted by the Commission’s order of 
February 18, 1936, to hold such of said positions as are within the 
purview of section 305 (b), which order of authorization reserved 
to the Commission the right to require the applicant to make further 
showing that neither public nor private interests will be adversely 
affected by reason of the applicant’s holding said positions; 

(>) On August 26, 1938, applicant amended his application de- 
scribed in paragraph (a) above with supplemental information, 
pursuant to Part 45 of the rules of practice and regulations of the 
Commission ; 

(c) On September 1, 1938, pursuant to Commission’s orders dated 
April 19, May 25, and August 19, 1938, directing that the applicant 
make further showing that neither public nor private interests would 
be adversely affected by reason of his holding positions within the 
purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard; 

Upon consideration of the application, and the supplemental in- 
formation filed in relation thereto, the record of the testimony given 
at the hearing, and the exhibits incorporated therein, and having 
on this date made and entered its opinion in this matter containing 
its findings of fact and conclusions therefrom, which opinion and 
findings are hereby referred to and made a part hereof; 

The Commission orders; 

(A) That until further order of the Commission, said applicant 
be and he is hereby authorized to hold the positions described in 
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paragraph (a) above, subject to the provisions of Part 45 of uhe rules 
of practice and regulations of the Commission and to the specific 
reservation of the right of the Commission to require said appli- 
cant to make further showing that neither public nor private inter- 
ests will be adversely affected by his holding said positions; 

(B) That all orders heretofore made authorizing applicant to hold 
positions pursuant to section 305 (b) of the Federal Power Act be 
and they are hereby superseded. 








IN THE MATTER OF 


BILLINGS GAS COMPANY, OHIO OIL COMPANY, AND 
MOUNTAIN FUEL SUPPLY COMPANY 






Determination of Whether or Not the Above Companies Are Natural Gas 
Companies Within the Meaning of the Natural Gas Act 






G-152, G-153, and G-154 






(Decided October 15, 1940) 
Syllabus 










1. A person engaged in the production and gathering of natural gas and 
in subsequent transportation, or transportation and sale, in interstate 
commerce of natural gas for resale for ultimate public consumption 
is subject to the jurisdiction of the Commission and is not within the 
exemption of section 1 (b) of the Natural Gas Act. Commission’s 
opinion In the Matter of Columbian Fuel Corporation, ante, page 200, 
distinguished. P. 289. 

2. Although certain activities of a “natural-gas company” as defined in 
section 2 (6) of the Natural Gas Act do not involve the transportation 
of natural gas in interstate commerce or the sale of natural gas for 
resale in interstate commerce, the Commission will not segregate such 
activities as not subject to its jurisdiction for purposes of “reporting,” 
for the Commission’s jurisdiction over a person as a “natural-gas 
company” attaches to the person or the corporate entity, and com- 

pliance with the requirements of the Commission’s applicable orders, 

rules, and regulations will be required of one having such status. 

P. 290. 























By THE CoMMISSION : 

These three proceedings are before the Commission on applications 
seeking a determination of status and present the question of whether 
the applicants are natural-gas companies within the meaning of the 
Natural Gas Act.’ 

In our opinion Jn the Matter of Columbian Fuel Corporation, 
ante, p. 200, we held that the corporation came within the exemptions 
of section 1 (b) of the Act * because it was engaged in the production 

















1Section 2 (6) of the Natural Gas Act defines a natural-gas company as “a person en- 
gaged in the transportation of natural gas in interstate commerce, or the sale in interstate 
commerce of such gas for resale”. 

2 Section 1 (b) of the Natural Gas Act states that “The provisions of this act shall apply 
to the transportation of natural gas in interstate commerce, to the sale in interstate com- 
merce of natural gas for resale for ultimate public consumption for domestic, commercial, 
industrial, or any other use, and to natural-gas companies engaged in such transportation 
or sale, but shall not apply * * * to the production or gathering of natural gas.” 
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and gathering of natural gas and made disposition of its product 
immediately upon completion of these operations. There was no 
transportation of natural gas in interstate commerce beyond the 
termini of the gathering lines. A person, however, engaged in the 
production and gathering of natural gas and the subsequent transpor- 
tation, or transportation and sale, thereof in interstate commerce, 
would not fall within the same category. 

What are the facts pertaining to the companies now before us? The 
Ohio Oil Company produces and gathers natural gas in the State of 
Wyoming, transports the same from the termini of the gathering lines 
to the Wyoming-Montana state line, and there sells and delivers the 
gas to the Billings Gas Company, which in turn transports the same 
through a transmission pipe line to Billings, Montana, and to other 
cities and towns in the state where it is resold for ultimate public con- 
sumption. The flow of natural gas through the interconnected facili- 
ties of the Ohio Oil Company and the Billings Gas Company to points 
of local distribution in Montana is a continuous transportation of 
natural gas in interstate commerce. Both the Ohio Oil Company and 
the Billings Gas Company are persons engaged in such transportation 
and, therefore, come within the definition of natural-gas companies in 
the Natural Gas Act and are not within the exemption of section 1 (b). 

The Mountain Fuel Supply Company is a corporation engaged in 
the business of producing, purchasing, transporting, distributing, and 
selling natural gas. It produces natural gas from wells in the states 
of Wyoming and Colorado. It owns and operates a natural-gas pipe 
line transmission system, extending from the points of production 
and gathering points to points of local distribution beyond the 
Wyoming-Colorado state line and beyond the Wyoming-Utah state 
line, and its transmission pipe lines extend from the main transmis- 
sion line to various cities and communities within the state of Utah. 
While this company is engaged in production and gathering of natu- 
ral gas, it is also subsequently engaged in the transportation of 
natural gas in interstate commerce for ultimate public consumption. 
The company is a natural-gas company within the meaning of the 
Natural Gas Act. 

The Ohio Oil Company has asked that the Commission segregate 
the portion of the company’s operations, if any, which may be subject 
to the Commission’s jurisdiction, in order that the company may be 
relieved of “reporting” with respect to such portion of its operations 
as may not be subject to Commission regulation. 

While it is true that certain activities of this company do not involve 
the transportation of natural gas in interstate commerce or the sale 
of natural gas for resale in interstate commerce, it is, nevertheless, 
the fact that this Commission’s jurisdiction over a person as a “natural- 

324886-—43~-Vol. 2——-22 
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gas company” attaches to the person or the corporate entity and 
compliance with the requirements of the Commission’s applicable 
orders, rules, and regulations will be required of one having such status. 
Obviously, this is essential, as the Supreme Court of the United States 
has aptly stated in Interstate Commerce Commission v. Goodrich 
Transit Company, 224 U.S. 194: 

* * * to show how a business which, in part at least, is interstate com- 
mere®, is carried on, in order that the Commission, charged with the duty of 
making reasonable rates and prohibiting unfair and unreasonable ones, may know 
the nature and extent of the business of the corporation, the cost of its interstate 
transactions and otherwise to inform itself so as to enable it to properly regulate 
the matters which are within its authority. 

It is not deemed to be a province of the Commission to exercise a 
judgment respecting, or to advise or direct, the means whereby the 
company may legally relieve its non-gas operating activities from the 
requirements of the Natural Gas Act. This problem is one for decision 
by the company itself. 

Our determination and findings will be entered in accordance with 
this opinion. 

Leann O ps. 
Craupe L. Draper. 
Bast. MAnty. 
Joun W. Scort. 
Ciype L. Seavey. 


Determination of status 
Billings Gas Company 
(G-152) 


The Commission, having under consideration the petition of Billings 
Gas Company, hereinafter referred to as Billings, for the determina- 
tion of its status under the Natural Gas Act, oral and documentary 
evidence adduced at the hearing in support of such petition, briefs 
filed herein, and all other matters of record, and having on this date 
made and entered its opinion in this matter, which is hereby referred 
to and made a part hereof by reference, finds: 

(1) That Billings is a Montana corporation; it is a wholly owned 
subsidiary of The Ohio Oil Company, and is engaged in the business 
of purchasing, transporting, and selling natural gas for ultimate con- 
sumption within the State of Montana; 

(2) That Billings is engaged in the operation of a natural-gas trans- 
mission pipe line which consists of a main trunk line commencing at 
the Wyoming-Montana state line and extending to Billings, Montana, 
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and of certain lateral lines extending from the main line to other cities 
and towns in Montana; 

(3) That Billings purchases natural gas from The Ohio Oil Com- 
pany, its parent company, at the Wyoming-Montana state line; the 
natural gas so purchased is produced in the State of Wyoming by The 
Ohio Oil Company and Stanolind Oil and Gas Company, is gathered 
by The Ohio Oil Company and is transported by The Ohio Oil Com- 
pany from termini of gathering lines through a 10-inch transmission 
pipe line approximately 3,908 feet in length to the point of sale to 
Billings Gas Company; 

(4) That the flow of natural gas from the termini of gathering lines 
in Wyoming through the interconnected facilities of The Ohio Oil 
Company and Billings Gas Company to points of local distribution in 
Montana is continuous, and constitutes a regular unbroken transmis- 
sion of such gas from such termini of gathering lines in Wyoming to 
points of ultimate public consumption in Montana; 

The Commission therefore determines; 

That Billings Gas Company is a person engaged in the transportation 
of natural gas in interstate commerce and is a “natural-gas company” 
within the meaning of the Natural Gas Act and, therefore, subject to 
the provisions of said Act and the rules and regulations prescribed by 
the Commission thereunder. 


Determination of Status 
The Ohio Oil Company 
(G-153) 


The Commission, having under consideration the petition of The 
Ohio Oil Company, hereinafter referred to as Ohio, for the deter- 
mination of its status under the Natural Gas Act, oral and documentary 
evidence adduced at the hearing in support of such petition, briefs 
filed herein, and all other matters of record, and having on this date 
made and entered its opinion in this matter, which is hereby referred 
to and made a part hereof by reference, finds: 

(1) That Ohio is an Ohio corporation authorized to transact busi- 
ness in a number of states, including the State of Wyoming, and it is 
engaged in the business of producing, gathering, transporting, and 
selling natural gas; 

(2) That Ohio owns and operates a gas transmission pipe line 10 
inches in diameter and 3,908 feet in length extending from the termini 
of gathering lines in the Elk Basin field, Wyoming, to the Wyoming- 
Montana state line, at which point said transmission pipe line is inter- 
connected with a natural-gas transmission pipe line owned and operated 
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by Billings Gas Company [which is in effect a continuation within 
the State of Moutana of the said Ohio’s pipe line] ; 

(3) That the natural gas transported by Ohio in its said transmis- 
sion pipe line from the termini of the gathering lines in the State of 
Wyoming to the Wyoming-Montana state boundary is there sold for 
resale in interstate commerce to its subsidiary, the Billings Gas Com- 
pany; Billings Gas Company continues the transportation of natural 
gas so sold to it to points of local distribution within the State of 
Montana; 

(4) That the transmission of natural gas from points of gathering 
in the State of Wyoming over the interconnected pipe-line system of 
Ohio and Billings Gas Company to points of local distribution in 
Montana constitutes a continuous flow and a regular unbroken and 
uninterrupted transmission of natural gas in interstate commerce}; 

The Commission therefore determines: 

That the Ohio Oil Company is a person engaged in the transporta- 
tion of natural gas in interstate commerce and in the sale in interstate 
commerce of natural gas for resale for ultimate public consumption, 
and is a “natural-gas company” within the meaning of the Natural 
Gas Act and, therefore, subject to the provisions of said Act and the 
rules and regulations prescribed by the Commission thereunder. 


Determination of status 
Mountain Fuel Supply Company 
(G-154) 


The Commission, having under consideration the petition of Moun- 
tain Fuel Supply Company, hereinafter referred to as Mountain, for 
the determination of its status under the Natural Gas Act, oral and 
documentary evidence adduced at the hearing in support of such peti- 
tion, briefs filed herein, and all other matters of record, and having on 
this date made and entered its opinion in this matter, which is hereby 
referred to and made a part hereof by reference, finds: 

(1) That Mountain is a Utah corporation authorized to transact 
business in the states of Wyoming and Colorado and is engaged in the 
business of producing, purchasing, transporting, distributing, and 
selling natural gas; 

(2) That Mountain produces natural gas from wells in the states 
of Wyoming and Colorado; 

(3) That Mountain owns and operates a natural-gas pipe-line 
transmission system extending from the points of gathering in 
Wyoming and Colorado, including a transmission pipe line across the 
Wyoming-Colorado state line into Wyoming, across the Wyoming- 
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Utah state line to Salt Lake City, Utah, with transmission pipe lines 
extending from said main transmission line to various cities and 
communities within the State of Utah; 

(4) That Mountain transports in its transmission pipe-line system 
natural gas produced in Colorado across the Colorado-Wyoming state 
line and thence into the State of Utah and transports natural gas pro- 
duced in Wyoming across the Wyoming state line into the State of 
Utah for ultimate public consumption therein; 

(5) That there is a continuous flow and a regular unbroken and un- 
interrupted transmission of such gas from points of gathering in the 
states of Colorado and Wyoming to points of local distribution within 
the State of Utah; 

The Commission therefore determines: 

That Mountain Fuel Supply Company is a person engaged in the 
transportation of natural gas in interstate commerce and is a “natural- 
gas company” within the meaning of the Natural Gas Act and, there- 
fore, subject to the provisions of said Act and the rules and regulations 
of the Commission prescribed thereunder. 





IN THE MATTER OF 


PENNSYLVANIA WATER & POWER COMPANY 


Application for Permission to Amortize, Under Balance Sheet Accounts 
Instruction 6—E of the Uniform System of Accounts for Public Utilities 
and Licensees, Unamortized Discount, Expense and Call Premiums 


IT-5663 
(Decided October 15, 1940) 
Syllabus 


. Balance sheet Instruction 6-E recognizes the sound accounting principle 
that upon the redemption of securities and the consequent removal of 
the principal amounts thereof from the books of account all charges 
and costs incurred in connection with their issuance and retirement 
should likewise be’removed from the accounting records. P. 296. 

. The deferment of unamortized discount, expense and call premiums on 
bonds redeemed over a period subsequent to the date of redemption, 
results in charging against the revenues of the future, expenses or costs 
which are parts of transactions effective only in a prior period; and 
permission for such deferment is a regulatory expedient which should 
be granted only upon a showing of necessity therefor in the public 
interest. P. 296. 

. Unamortized discount, expense and call premiums associated with bonds 
issued and redeemed in the past, may, like extraordinary losses due to 
fires, storms, floods, ete., as a regulatory expedient, be spread over a 
reasonable period subsequent to their occurrence. P. 296. 

. The immediate charge-off of unamortized discount, expense and call 
premiums should be as great as the circumstances will permit without 
unduly affecting security holders or present consumers, and the balance 
should be spread over the shortest reasonable period. P. 297. 

. Generally, in considering a reasonable amortization period for unamortized 
discount, expense and call premiums, the annual savings due to the 
refunding should be applied to the balance in the unamortized debt 
discount and expense and call premium account before any improvement 
is reflected in the income account as a result of the refunding transac- 
tion. Savings in income taxes, due to the refunding, should be applied 
to the items in question in the year such savings are realized. P. 297. 

. To permit the amount of discount and expense charged off in the past 
to be included as a charge to the income account of current periods to 
which they do not relate would be improper and should be denied. 
P. 297. 


by THE ComMIssION : 
‘The Pennsylvania Water & Power Company on July 17, 1940, filed 
an application for permission to amortize over a period of sixty-one 
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months from March 1, 1940, under the provisions of Balance sheet ac- 
counts instruction 6-E of the Commission’s Uniform System of Ac- 
counts for Public Utilities and Licensees, the unamortized discount and 
expense and the call premium associated with its first refunding mort- 
gage gold bonds, series B, 414%, due March 1, 1968, which were called 
for redemption on or before March 1, 1940. 

On January 26, 1940, the applicant sold $10,962,000, principal 


amount of refunding mortgage and collateral trust bonds, 314% series, 
due 1970, at a price to the public of 105% of par, or a total premium 
for the entire issue of $548,100, and used the proceeds to redeem an 
equal amount of first refunding mortgage gold bonds, series B, 444%, 
due March 1, 1968, at a premium of 3%. 

The first refunding mortgage gold bonds, series B, 414%, due March 
1, 1968, were called for redemption on or before March 1, 1940, and 
the amounts of unamortized debt discount and expense, call premium 
and other retirement costs associated with the issue as of March 1, 
1940, which the applicant is requesting permission to amortize, are 
as follows: 
Unamortized debt discount and expense as of Mar. 1, 1940 $553, 783. 85 
Call premium (3% of $10,962,000) 328, 860. 00 
Other retirement costs (trustees fees, etc.) _......---______________ 4, 094. 66 


Total 36, 738. 51 


In 1934 applicant set up in a special debt discount and expense re- 
serve, by a transfer from miscellaneous reserves an amount equal to 
the balance of unamortized debt discount and expense applicable to 
the series “B” bonds described above, and from 1934 to 1939, no 
amounts thereof were charged to the income account but, instead, 
such charges were made against this special reserve. Under appli- 
cant’s proposal, the balance in this special reserve would be credited 
to surplus and the debit items mentioned would be spread to the 
income account over the sixty-one months’ period subsequent to the date 
of redemption of the bonds with which they were associated. Accord- 
ing to the application, the Pennsylvania Public Utility Commission 
has authorized the amortization of the amount of $886,738.51 involved 
therein over the sixty-one months’ period referred to and, in addition, 
has authorized the transfer of the balance in the special reserve 
($553,783.05 as of March 1, 1940) to the surplus account. 

Balance sheet instruction 6-E provides as follows: 

When the redemption of one issue or series of bonds or other long-term obli- 
gations is financed by another issue or series before the date of maturity of the 
first issue, any unamortized discount, expense or premium on the first issue and 
any premium paid or discount earned on reacquirement shall be debited or 


credited, as appropriate, to Account 414, Miscellaneous Debits to Surplus, or 
Account 401, Miscellaneous Credits to Surplus, provided, however, that if the 
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utility desires to amortize any of the discount, expense, or premium associated 
with the issuance or redemption of the first issue over a period subsequent to 
the date of redemption the permission of the Commission must be obtained. 

In this instruction the Commission has recognized the sound account- 
ing doctrine that upon the redemption of securities and the consequent 
removal of the principal amounts thereof from the books of account, 
all charges and costs incurred in connection with their issuance and 
retirement should likewise be removed from the accounting records. 
The deferment of unamortized discount and expense and call premiums 
on bonds redeemed, over a period subsequent to the date of redemption, 
results in charging against the revenues of the future expenses or costs 
which are indissoluble parts of transactions effective only in the past. 
Permission for such deferment is a regulatory expedient which should 
be granted only upon a showing of necessity therefor in the public 
interest. No such showing has here been made. 

Automatic deferment of such charges over the life of the new or 
refunding bonds is a dangerous regulatory expedient which, in some 
-ases, has resulted in the pyramiding of the items in question until they 
have reached dangerous proportions. The deferment of unamortized 
discount and expense and call premium on bonds redeemed over the 
remaining original life is also not a safe, general rule to follow. More- 
over, the carrying forward of discount expense and call premiums asso- 
ciated with the so-called second and third generation issues, that is to 
say, issues two or three times removed from the present outstanding 
bonds, is especially to be avoided. 

There are times when a departure from the immediate charge-off rule 
is justified in order to achieve benefits which might otherwise be fore- 
gone or in order to protect a particular class of investors or present 
rate payers. When the amount to be charged off is so large as to 
convert a surplus into a deficit, it is not likely that refunding, with 
its attendant savings, would be resorted to unless amortization is per- 
mitted. There are times, too, when the strict enforcement of the rule 
might prevent a utility from financing with equity securities or might 
adversely affect some class of equity security holders, such as preferred 
stockholders. Here, too, a relaxing of the rule not as a matter of 
accounting principle, but as a regulatory expedient may be sanctioned. 
In other words, just as extraordinary losses due to fires, storms, floods, 
etc., as a regulatory expedient, may be amortized over a reasonable pe- 
riod subsequent to their occurrence, so unamortized discount and ex- 
pense and call premiums associated with bonds issued and redeemed in 
the past may also, as a regulatory expedient, be spread over a reasonable 


1“The first alternative, writing-off the amounts to earned surplus when the refunding 
takes place, conforms more closely than any other to hitherto accepted accounting doctrines 
and has the support of a decision of the Supreme Court and the approval of many regula- 
tory bodies.” Accounting Research Bulletin No. 2, issued by the Committee on Accounting 
Procedure of the American Institute of Accountants, September 1939. 
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period in the future. The same principle would seem to hold in both 
cases ; namely, that the immediate charge-off should be as great as the 
circumstances will permit without unduly affecting security holders or 
present consumers, and the balance should be spread over the shortest 
. reasonable period. Generally, in considering a reasonable amortiza- 
tion period, the annual savings due to the refunding should be applied 
to the balance in the unamortized debt discount and expense and call 
premium account before any improvement in the income account is 
reflected as result of the refunding transaction. It follows that saving 
in income taxes, due to the refunding, should be applied to the items 
in question in the year such savings are realized. 

As already pointed cut, the discount and expense associated with 
the 414%, series B, bonds were charged off currently to the special re- 
serve. The income account of the applicant has, therefore, been re- 
lieved of charges for the items mentioned for the year 1934 and 
subsequent years during which the bonds were actually outstanding. 
In effect, the entire discount and expense relating to these bonds has 
already been charged off. Approval of the application would mean 
that the income account for years when the bonds are not outstanding 
would bear charges from which the account was relieved during the 
years when the bonds were outstanding. To permit the amount of 
. discount and expense charged off in the past to be included as a 
charge in the income account of current periods to which they do 
not relate would be improper and permission therefor, should be 
denied. 

The earned surplus account of applicant, as of December 31, 1939, 
according to its annual report filed with this Commission, is $4,128,- 
866.12. Upon the application of the special reserve to the purposes 
for which it was created, namely, the charging off of the discount and 
expense on the 414%, series B bonds, $332,954.66, would remain to be 
charged to the surplus account. The surplus account can easily ab- 
sorb this charge without adversely affecting security holders, the 
company, or the public. 


The applicant has failed to show circumstances justifying the de- 
ferment over a period subsequent to date of redemption, of the un- 
amortized debt discount and expense and call premium associated 
with its first refunding mortgage gold bonds, series B, 414%, and, ac- 
cordingly, the application will be denied and an order to this effect 
will be entered. 


LELAND OLps. 
Ciavupe L. Draper. 
Basti MANLY. 
Joun W. Scorr. 
Ctrype L. SEAvEY. 
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Order denying permission under balance sheet accounts instruction 6-E 
Pennsylvania Water & Power Company 
(IT-5663) 


Upon application of Pennsylvania Water & Power Company, filed 
July 17, 1940, pursuant to the provisions of balance sheet accounts 
instruction 6-E of the Commission’s Uniform System of Accounts 
prescribed for Public Utilities and Licensees, for permission to amortize 
debt discount, expense, and call premiums of a certain refinanced and 
redeemed bond issue; 

The Commission, having considered said application and other mat- 
ters of record, and having on this date made and entered its opinion 
in this matter, which is hereby referred to and made a part hereof by 
reference, finds: 

(1) That the applicant owns and operates facilities for the trans- 
mission of electric energy in interstate commerce and for the sale of 
electric energy at wholesale in interstate commerce, is engaged in the 
business of such transmission and sale, and is, therefore, a public utility 
within the meaning of the Federal Power Act; 

(2) That the applicant operates and maintains, for the purpose of 
developing electric power, a “project” across and in the Susquehanna 
River at McCall’s Ferry near Holtwood, Pennsylvania, navigable water 
of the United States, and is, therefore, subject to the jurisdiction of 
the Commission as determined by its order adopted November 3, 1939 
(docket No. IT-5524), ante, p. 70; 

(3) That as of December 31, 1939, the earned surplus account of 
applicant amounted to $4,128,866.12 ; 

(4) That the applicant can dispose of the entire amounts of un- 
amortized debt discount, expense, call premium and other retirement 
costs ($886,738.51) currently without disturbing its financial position 
as follows: 

Write-off to special reserve 
Charge to surplus (balance) 332, 954. 66 


886, 738. 51 


(5) That the proposed plan of the applicant for amortization over 
a period of 61 months subsequent to March 1, 1940, is not in the public 
interest and is at variance with the best accounting practice requiring 
that debt discount, expense and call premiums applicable to retired 


bond issues be disposed of concurrently with the retirement of the 
bonds; 
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(6) That good or sufficient cause has not been shown why permis- 
sion of the Commission should be granted for an exemption from the 
provisions of balance sheet accounts-instruction 6-E; 

Therefore, the Commission orders: 

(A) That the permission sought by the application of Pennsyl- 
vania Water & Power Company for exemption from the provisions 
of balance sheet accounts instruction 6-E of the Commission’s Uni- 
form System of Accounts for Public Utilities and Licensees for the 
purpose of amortizing unamortized debt discount, expense and call 
premiums associated with the refinanced and redeemed first refunding 
mortgage gold bonds series B, 414%, due March 1, 1968, be and it is 
hereby denied ; 

(B) That Pennsylvania Water & Power Company shall, within 
thirty days after issuance of this order, submit to the Commission the 
journal entries it proposes to make in conformity with this order; 

(C) That nothing contained in this order shall be construed to 
relieve Pennsylvania Water & Power Company from any lawful 
orders or requirements of the Pennsylvania Public Utility Commis- 
sion made under the authority of the laws of the State of Pennsyl- 
vania. 





IN THE MATTER OF 


PACIFIC GAS AND ELECTRIC COMPANY 


Application for License 
EP-1391 
(Decided November 5, 1940) 


Syllabus 


. When an application for preliminary permit or license filed by a private 
power company conflicts with an application filed by a state or munici- 
pality, preference is given to the state or municipality by the language 
of section 7 (a) of the Federal Power Act. The Water Project Authority, 
as an agency of the State of California, would be entitled to the benefits 
of section 7 (a), provided the applicable criteria under the section were 
met. P. 305. 

An ageney of a state such as the Water Power Authority of California 
may protest against the issuance of a license to a private power company, 
and such protest will be fully considered by the Commission. P. 305. 

. The Commission, in deciding an application for a license for the con- 

struction of a hydroelectric project by a private power company, must 

give consideration to at least one other development potentially serving 
the same area in addition to the development for which the license is 
sought, even though the construction of such other development is being 

undertaken by the Federal Government. P. 307. 

. A license for a proposed hydroelectric power project should not issue when, 

in the judgment of the Commission, the project would not be in harmony 

with the provisions of sections 7 (a) and 10 (a) of the Federal Power 

Act, which clearly indicate the Congressional intent that such projects 

shall be best adapted to a comprehensive plan to conserve and utilize in 

the public interest the water resources of the region. P. 307. 

. The use of water for the development of electric energy must be justified 

economically by the sale or use of the energy so developed, and, in exam- 

ining this economic justification, the Commission gives extensive study 
to the question of market before reaching a decision upon a pending 

application. P. 307. 

; A license may be issued for a proposed project only if its construction will 

be consistent with the public interest and in accord with the purposes 

set forth in the Federal Power Act. P. 307. 

. If, as a result of study of the market, it is found that continued delay in 

constructing additional generating facilities to meet future increased 

demand for electric energy made upon applicant’s system would entail 

a risk of substantially impairing the service by the applicant to the gen- 

eral public, then issuance of the license would be justified. On the other 

hand, if the generating capacity available or to be available is reasonably 
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sufficient to supply the existing or prospective demand upon applicant’s 
system until completion of the Central Valley project, issuance of the 
license to applicant would not warrant. P. 307. 

8. A storage reservoir, the operation-of which can increase the dependable 
eapacity value of proposed and existing hydroelectric facilities and can 
increase the kilowatt-hour or energy output at low flow periods, is of such 
importance to the operation of the proposed and existing facilities as not 
to be a minor part of a complete project and it should be included in the 
major license or licenses for those facilities or be placed under a separate 
major license providing for the right of recapture at the end of the 
license period. P. 310. 

William B. Bosley and Robert H. Gerdes for the applicant. 

T. W. Norcross and Dr. H. L. Shantz for the Forest Service. 

U.S. Webb, Edward Hyatt, A. D. Edmonston, Spencer Burroughs, 
Raymond Matthew, and Lester 8S. Ready for the Water Project 
Authority of the State of California, protestant. 

Coyle E. Bybee for the Bidwell Municipal Utility District, 
protestant. 

Clarence H. Bruevier for the Central Valley Project Association, 
protestant. 

W. H. Bostwick for the Associated Sportsmen of California, 
protestant. 

G. H. Garland for the Interim Fish and Game Committee of the 
Assembly of the State of California, protestant. 

James M. Burke and Roland Curran, secretary of Kern County 
Water Development Commission, who also appears for the Shafter- 
Wasco Irrigation District and appears at the proceedings in collabora- 
tion with Mr. Burke and the Water Project Authority of the State of 
California, for the Orange Cove Irrigation District, the Exeter Irri- 
gation District, the Lindmore Irrigation District, the Vandalia 
Irrigation District, the Terra Bella Irrigation District, and the 
Shafter-Wasco Irrigation District. 

Roland Curran for the Kern County Water Development 
Commission. 

Oswald Ryan, Willard W. Gatchell, and William C. Koplovitz for 
the Commission. 


By tre ComMmMIssIon : 
This matter is before the Commission on applications filed by Pacific 
Gas and Electric Company, and concerns the development of the water 
resources of the North Fork of the Feather River in Butte and Plumas 
Counties, California, in the Lassen and Plumas National Forests. 

In August 1936 the company applied for a preliminary permit for 
six power developments on this river between the constructed Caribou 
power plant above and the constructed Big Bend (also known as Las 
Plumas) power plant below. These two constructed plants were for- 
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merly the property of Great Western Power Company of California, 
as was also the large Lake Almanor reservoir above the Caribou power 
plant. Between the two constructed plants, the Feather River Power 
Company erected the Bucks Creek plant, which obtains its water from 
Bucks Creek, a tributary of the North Fork of the Feather River, 
the power house being located on the North Fork. The applicant is 
successor in interest to both the Great Western Power Company of 
California and the Feather River Power Company, which have been 
dissolved. The Bucks Creek plant is under license as project No. 619, 
the Caribou plant as project No. 1852, and Lake Almanor is under a 
minor part license as project No. 616. 

The Great Western Power Company obtained a preliminary permit 
from the Department of Agriculture in 1912 providing for the develop- 
ment of the stretch of North Fork covered by the present application. 
A final power permit was issued by the Department of Agriculture in 
1919 authorizing the construction of the Caribou power plant as well 
as three proposed power projects along the North Fork and enlarge- 
ment of Lake Almanor reservoir. On April 14, 1936, the Commission 
approved transfer to the present applicant of the licenses for project 
No. 616, Lake Almanor reservoir ; No. 619, the Bucks Creek plant ; and 
No. 1352, the Caribou plant. 

When the Feather River Company entered into a contract with the 
Great Western Power Company in 1925 with reference to the con- 
struction and operation of the Feather River project, of which the 
Bucks Creek plant was first constructed, the latter company requested 
the Forest Service to consent to deferring consideration of those plants 
between Caribou and Big Bend. The request was granted by the 
Secretary of Agriculture and the Bucks Creek plant was put into 
operation in 1928. On May 11, 1934, the Secretary of Agriculture 
advised the Great Western Power Company that the indeterminate 
provisions of the Forest Service permit could not be allowed to rest 
indefinitely and directed that the company proceed with a specific plan 
of construction or consent to the cancellation of the final power permit 
which covered unconstructed plants or to apply to the Federal Power 
Commission for a license. An application for preliminary permit was 
filed with the Commission by Great Western Power Company in De- 
cember 1934, with an offer to surrender the Forest Service final power 
permit upon granting of the application by the Commission. 

As no action had been taken by the Federal Power Commission on 
the application for preliminary permit up to 1936 when the Great 
Western Power Company was dissolved, the latter, concurrent with 
the filing of the present application by Pacific Gas and Electric Com- 
pany, requested that the Great Western Power Company application 
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for preliminary permit be dismissed without prejudice, which request 
was granted by the Commission. An application for preliminary per- 
mit was filed in August, 1936, by Pacific Gas and Electric Company 
contemplating a more complete development of power reservoirs of 
the North Fork of the Feather River between the Caribou plant and 
the Big Bend plant than was contemplated in the original Department 
of Agriculture permit, and covering six power sites in that section 
of the river. On January 20, 1940, an application was filed by the 
Pacific Gas and Electric Company for a license for two of the six 
power plants covered by the 1936 application, the Cresta and Pulga 
plants. In this latest application the company proposes to start con- 
struction of the Cresta plant upon issuance of a license, and the Pulga 
plant about one year later. 

A number of informal and two formal protests have been received 
by the Commission objecting to power plant construction on the North 
Fork of the Feather River. Several protests are based on the assump- 
tion that construction of the power plants proposed on Feather River 
will interfere with the Central Valley project by preempting the mar- 
ket which the latter development could supply. Further objections 
are made that power development of this stream will tend to destroy 
fish life and give the applicant a monopoly of the power sites of this 
river as well as destroy certain private properties. 

The Department of Public Works of the State of California pro- 
tested against the granting of the application for preliminary permit 
on the ground that it would interfere with the state highway along 
the river. This protest, however, was withdrawn by letter dated 
November 9, 1937, provided the company revise its plans for the Cresta 
plant so as not to interfere with the highway and also provided that 
any permit issued by the Commission leave in statu quo the determi- 
nations previously made with respect to state highway location and 
construction. Informal protests were received from the Associated 
Sportsmen of California and from the California State Assembly 
Interim Fish and Game Committee protesting that fish life in the 
stream would be destroyed by the proposed developments. The 
Intertm Fish and Game Committee requested that guarantees be 
furnished to the Fish and Game Commission of the State of California 
by the applicant that adequate provisions would be made to safeguard 
and maintain a normal supply of fish life. 

The Water Project Authority of the State of California, acting in 
the interest of the Central Valley project, and on behalf of the state 
and those interests which the project will serve, protested against 
construction of any plants on the North Fork of the Feather River 
until the Central Valley project is completed and the power output 
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absorbed into the market of northern and central California. While 
this protest originally went only to the issuance of a preliminary 
permit, the Water Project Authority has specifically asked that the 
license for the Cresta and Pulga units be denied. 

Hearings were held on the application for preliminary permit 
in November 1937 and February 1938 and all interested persons per- 
mitted to offer relevant testimony. Documentary and oral testimony 
and arguments were submitted on behalf of the applicant, the State 
of California through its attorney general, the Water Project 
Authority and the Commission, and statements were made on behalf 
of several irrigation districts. The irrigation districts’ were said to 
be interested in the sale of water from the Central Valley project 
and the cost of such water so far as such cost might be affected 
by the sale of electric energy from that project, and to this extent 
in the market for such electric energy. 


PROPOSED PROJECTS 


The application filed in 1936 for a preliminary permit contemplated 
the ultimate construction of six hydroelectric power plants develop- 
ing practically all of the fall in the river, about 2,072 feet, between 
the tailrace of the existing Caribou power house and the forebay 
of the existing Big Bend power house. The applicant made further 
studies after filing its application for preliminary permit and in 
the testimony presented certain modifications of its original plan. 
Except as related to the Cresta and Pulga plants, these modifications 
are not of importance at this time. 

The Cresta development would consist of a concrete dam about 
113 feet high above the bed of the stream, a forebay, a pressure 
conduit about 20,000 feet long, a steel penstock, a power house with 
an installation of 93,000 horsepower and a peak capacity of 67,800 
kilowatts designed to utilize a flow of 3,500 c. f. s., and two short 
single circuit transmission lines. The lands of the United States 
included in the total project area of 252.24 acres-are stated to be 
96.67 acres. The cost is estimated by the applicant to be $9,550,000 
for plant and $40,000 for transmission lines. a 

The Pulga development will consist of a low concrete dam and gate 
structure, a forebay, a pressure tunnel about 17,000 feet long, a steel 
penstock, a power house with an installation of 110,000 horsepower 
and a peak capacity of 80,600 kilowatts designed to utilize a flow 
of 3,500 c. f. s., and two short single circuit transmission lines. Lands 
of the United States included in the total project area of 136.32 acres 
are stated to be 80.69 acres. The cost is estimated to be $9,290,000 
for plant and $10,000 for transmission lines. The applicant states 
that two and one-third years will be required to complete each plant. 
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STATE APPLICATION FOR LICENSE 


The State of California, through the Water Project Authority, on 
April 14, 1934, applied for a license for the Shasta project, No. 
1270, substantially identical with the Central Valley project under 
construction by the Bureau of Reclamation. This application has 
not been pressed, but on several occasions the Commission has sug- 
gested that it should be withdrawn if the development was to be made 
by the Federal Government or the State was not prepared to proceed. 
The Water Project Authority, under the laws of California, is charged 
with the responsibility of doing all in its power to aid in the develop- 
ment of the Central Valley project and because of this responsibility 
the Authority has requested the Commission to delay action on its 
application for project No, 1270. 

When an application for preliminary permit or license filed by a 
private power company conflicts with an application filed by a State 
or municipality, preference is given to the latter by the language of 
Section 7 (a) of the Federal Power Act, which provides: 

Sec. 7. (As amended August 26, 1935.) (a) In issuing preliminary permits 

hereunder or licenses where no preliminary permit has been issued and in issuing 
licenses to new licensees under section 15 hereof the Commission shall give prefer- 
ence to applications therefor by States and municipalities, provided the plans for 
the same are deemed by the Commission equally well adapted, or shall within a 
reasonable time to be fixed by the Commission be made equally well adapted, 
to conserve and utilize in the public interest the water resources of the region; 
and as between other applicants, the Commission may give preference to the 
applicant the plans of which it finds and determines are best adapted to develop, 
conserve, and utilize in the public interest the water resources of the region, if it 
be satisfied as to the ability of the applicant to carry out such plans. 
As an agency of the State of California, the Water Project Authority 
is entitled to preference over any private power company in the 
issuance either of a preliminary permit or a license, provided the 
applicable criteria required by section 7 (a) are met. However, in 
the present instance the state application is for a power project which 
is under construction by the United States and, therefore, it would 
appear no license could be issued to the State of California nor to 
its agency, the State Water Project Authority. 

The Water Project Authority, as an agency of the State of Cali- 
fornia, may protest against the issuance of a license to Pacific Gas 
and Electric Company for the Feather River development and such 
protest will be fully considered by the Commission. It is observed, 
however, that no reference is made in support of the state protest to 
any probable interference with the state water plan, which plan has 
been at least partially adopted and partially carried out. It is 
presumed that if the proposed Feather River developments are not 
in harmony with the state water plan the Commission would have 


been so advised. 
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THE CENTRAL VALLEY PROJECT 


On June 27, 1933, the Secretary of War transmitted to the House 
of Representatives q final report from the chief of engineers on the 
Sacramento, San Joaquin and Kern rivers in California (H. Doc. 191, 
73d Cong., 2d sess.). The initial works therein proposed called for the 
construction of a dam and reservoir on the Sacramento River at the 
Kennett site, just above the point where the river enters the plains of 
the valley, with a second dam below at the Keswick site to develop 
fully the power from the stored water, and a dam on the San Joaquin 
River at the Friant site just above the point where it leaves the foot- 
hills, with an irrigation canal to distribute the stored water. 

Subsequent to the submission of this report, the State of California 
enacted enabling legislation for the construction of the Central Valley 
project and for the issuance of bonds in the amount of $170,000,000. 
The chief of engineers again reported on the development (April 6, 
1934, Committee on Rivers and Harbors, H. Doe. 35, 73rd Cong, 2d 
sess.), and recommended certain modifications in the plans. The Cen- 
tral Valley project was authorized and established under the pro- 
visions of the Emergency Relief Appropriations Act of 1935 (49 Stat. 
115), although not specifically named in that act. Specific appropria- 
tions for its continuance have been carried in various appropriation 
acts thereafter and it is now being built by the Bureau of Reclamation, 
Department of the Interior The dam under construction is called 
the Shasta dam located at the old Kennett site, where power will be 
developed. 

It should be noted that the first date upon which power will be 
available at the Central Valley plant is not yet certain, nor has it 
been decided through what agency such power will be distributed to 
consumers. The Bureau of Reclamation has the responsibility for 
the operation of the projects which it builds, and under the Reclama- 
tion law preference must be given to public agencies in the sale of 
electric energy from such projects. The Secretary of the Interior on 
January 18, 1940, suggested to the Governor of California that “if the 
State is to take all of the power which will be available, it will be nec- 
essary to organize and prepare public utility districts, or other proper 
organizations, in addition to those now existing within economic trans- 
mission distance of the Shasta dam.” Obviously, the matter of dis- 
tribution should be settled prior to completion of the project. We 
are here asked to give Federal approval for construction of two power 
plants on the Feather River, the electric energy from which will go to 
an area also open to service from the Central Valley project now under 
construction by the Bureau of Reclamation. This Commission has 


1See 49 Stat. 1028, 1038; 49 Stat. 1597, 1622; 50 Stat. 564, 597 ; 50 Stat. 850; 52 Stat. 
291, 324. 
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certain responsibilities under the Federal Power Act which cannot 
be properly discharged in this instance without giving consideration 
to at least one other development im addition to the developments for 
which a license is here sought, notwithstanding construction of such 
other development is being undertaken by the Federal Government. 
This Commission, empowered and authorized by Congress to issue 
licenses for hydroelectric power projects, should not issue a license 
when any proposed power development, in the judgment of the Com- 
mission, would not be in harmony with the provisions of sections 7 (a) 
and 10 (a) of the Federal Power Act, which clearly indicate the Con- 
gressional intention that such projects shall be best adapted to a com- 
prehensive plan to conserve and utilize in the public interest the water 
resources of the region. 

The use of water for the development of electric energy must be 
justified economically by the sale or use of the energy so developed, 
and in examining this economic justification, wednave given the ques- 
tion of market extensive study before reaching a decision upon the 
pending application. It would appear from an examination of all 
pertinent data that a license may be issued for the Cresta and Pulga 
plants only if their construction would be consistent with the public 
interest and in accord with the purposes set forth in the Federal 
Power Act. If, asa result of the market study which has been made, 
it is found that continued delay in constructing a generating plant 
to meet the future increased demand on applicant’s system would 
entail a risk of substantially impairing the service rendered by the 
applicant to the general public, then the Commission would be justi- 
fied in authorizing the construction found to be required. But, if 
the generating capacity available or to be available is reasonably 
sufficient to supply the existing or prospective demand on the appli- 
-ant’s system until completion of the Central Valley project, we would 
deem it inadvisable to authorize construction of additional plants on 
the Feather River. 
MARKET AVAILABLE 


Estimates have been made of the load growth on the applicant’s 
system and of capacity available to it to meet the market require- 
ments through the year 1944. Such estimates, by the applicant, by 
agencies of the State of California, and by the Commission, have been 
as extensive as required under the circumstances and have taken into 
account power requirements over past years, water records on streams 
where hydro plants are in operation and on the Feather River, steam 
and hydro plant capacities and efficiencies, sources of power outside 
of the applicant’s system but available to it, location of generating 
stations with reference to load centers, and similar data. 
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It is recognized that future power requirements and capabilities 
can only be estimated at this time, but considering all of the factors 
relating to the probable market needs of the area, the availability 
of generating facilities to meet those needs and render reliable service 
under adverse conditions of stream flow, and in the absence of any 
complete assurance that the Shasta development will be available 
to furnish power at any definite time, it appears that it would be 
prudent to provide additional generating capacity of at least 68,000 
kilowatts of dependable capacity to assure an adequate supply of 
power to meet the possible increased power demands of the area by the 
year 1943. 













«AVAILABLE POWER RESOURCES 










Consideration. has been given to available power resources which 
could be developed to meet immediate needs of the applicant’s power 
market prior to avajJability of power from the Central Valley project. 
There are various undeveloped water power resources in the region 
which appear to be available, namely, those of Feather River, Moke- 
lumne River, South Yuba-Bear River and Pit River, and develop- 
ment of sites on these streams has been compared with Feather River 
plants. 

By using properly timed releases of water from storage at Lake 
Almanor, the proposed Cresta plant should be able to deliver power 
to the load center of the company at or near Newark substation, San 
Francisco, California, at a lower cost per kilowatt of dependable ca- 
pacity than the cost of capacity from any other available new source. 
The net cost of dependable capacity per kilowatt from a steam plant 
would probably be about 50 percent higher than such cost of depend- 
able capacity from the Cresta plant after allowing credits for respec- 
tive energy values in each case. Under these circumstances, the 
desirability. of constructing the Cresta plant is apparent. 




















IMPORTANCE OF LAKE ALMANOR STORAGE 







A major factor in the value of the Cresta and Pulga developments 
is the flow contribution from Lake Almanor during periods of low 
water. Lake Almanor, a vitally important source of power, is under 
license as a minor part of a complete project. 

The stored water made available through use of the reservoir at 
Lake Almanor is utilized through the applicant’s existing Caribou and 
Big Bend plants and would be utilized through the other power plants 
to be constructed between these two on the North Fork of Feather 
River. The hydraulic capacity of the turbines at the Caribou plant is 
limited to 891 c. f. s. and releases from Lake Almanor of a greater 
amount cannot be used through that plant. It is estimated that oper- 
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ation of the Cresta and Pulga plants will require an average release 
from Lake Almanor storage of about 1,230 c. f. s. to make their entire 
installation firm or dependable on-the system load. This means that 
during such periods as the release from storage is over 891 c. f. s. (the 
Caribou plant capacity) the water released in excess of that flow will 
not be of value to the Caribou plant. Stored water released from 
Lake Almanor, however, will be of value to the Caribou plant up to 
the hydraulic capacity of its facilities. 

Economical operation of storage in Lake Almanor involves consid- 
eration of the effect of both cyclic and seasonal regulation. Cyclic 
storage control is designed to effect maximum economical conserva- 
tion of the available water supply in all years, and a distribution of 
that water which will assure a dependable annual supply during the 
critical low flow period. Seasonal storage regulation is planned to 
adjust the annual available supply to the seasonal load requirements 
in the most economical manner. 

Due to its size, Lake Almanor can conserve all of the water in the 
drainage area above its outlet, but high evaporation losses from the 
reservoir surface make it undesirable to store too large a quantity of 
water in it for a long carry-over. Under the presently proposed 
development program and taking into account the water available 
during the most critical dry cycle in the past, it would appear that 
the most economical operation of Lake Almanor storage will be ap- 
proached if “carry-over” storage of from 750,000 to 800,000 acre feet 
is provided for release during the critical period. If there should 
be a succession of years of low run-off, as has occurred in the past, 
and more than average available water supply for the entire low flow 
cycle should be utilized in one dry year, the supply for the follow- 
ing dry year might be reduced to such an extent as to cause a sig- 
nificant loss in system hydro capacity. During the years of more 
favorable stream flow, when ample hydroelectric system capacity is 
available at other plants on other streams, Lake Almanor storage 
may be regulated seasonally to produce maximum kilowatt-hours of 
output from the combined Feather River plants. 

In short, this storage has both energy and capacity value. Because 
operation of the reservoir at Lake Almanor can increase the capacity 
value of the plants proposed for construction, if Lake Almanor stor- 
age was not available, their plant capacity value would be materially 
reduced. In addition to increasing the dependable capacity of the 
proposed plants, the storage at Lake Almanor can be released at other- 
wise low flow periods so as to increase the kilowatt-hour or energy 
output of the proposed plants. 

From the above discussion of the importance of Lake Almanor 
storage, it is apparent that this reservoir is not a minor part of any 
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project on the North Fork of the Feather River. It should be in- 
cluded in a separate major license which necessarily would contain 
the right to recapture the project at the end of the license period, or it 
should be included in any license issued for any future power develop- 
ments on the North Fork where the recapture provision would neces- 
sarily be retained. 

CONCLUSION 


An appropriate order will be entered dismissing the application 
for preliminary permit covering the six power plant sites because 
a license is sought for two of those plants, and dismissing the applica- 
tion for a license for the Cresta and Pulga plants until the storage 
reservoir at Lake Almanor is included in a proper license. 

LxeLanp Otps. 
Ciavupe L. Draper. 
Bast, MANLY. 
JoHn W. Socorrt. 
Crype L. Seavey. 


Order dismissing application for preliminary permit and denying 
application for license 


Pacific Gas and Electric Company 
(Project No. 1391) 


Upon application filed by Pacific Gas and Electric Company on 
August 19, 1936, for a preliminary permit covering six possible power 
plant sites on the North Fork of the Feather River in Butte and Plumas 
Counties, California, and upon application filed by the same company 
on January 20, 1940, for a license for construction of two of the six 
prposed plants, the plants at Cresta and Pulga, both of which applica- 
tions have been designated as project No. 1391; upon the record 
herein and for the reasons set forth in the cpinion ia this matter, 
which is hereby referred to and made a part hereof by reference; 

The Commission finds : 

(1) That the application for preliminary permit should be dis- 
missed as no longer necessary ; 

(2) That construction of dependable generating capacity of at 
least 68,000 kilowatts prior to January 1, 1944, is justified by presently 
prospective increase in market demands in the area served by the 
applicant ; 

(3) That construction of the Cresta development is the most eco- 
nomical means of providing for reasonably probable market require- 
ments in the near future; 
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(4) That further consideration of the application for license for the 
Pulga development may be deferred pending appraisal of power con- 
ditions in this area in the future; -. 

(5) That before a license can be appropriately issued for the Cresta 
development, water rights must be obtained from the State of Calli- 
fornia ; 

(6) That a major factor in the value of the Cresta and Pulga power 
plants is the regulated flow contribution from Lake Almanor storage 
during periods of natural low flow; 

(7) That the regulated flow contribution from Lake Almanor stor- 
age during periods of natural low flow is of value to the existing Cari- 
bou and Big Bend plants, and can increase both capacity value and 
energy value of other power plants to be constructed at some future 
time below the Caribou plant; 

(8) That a comprehensive development cannot be made of the water 
resources of the North Fork of the Feather River for the improvement 
and utilization of water power development of the region unless the 
Lake Almanor reservoir is included as an essential part thereof ; 

(9) That the minor part license now outstanding for the Lake Al- 
manor reservoir as project No. 616 does not adequately protect the 
interests of the general public and of the United States in the compre- 
hensive development of the water resources of this region and should 
be surrendered concurrently with the issuance of a major, standard 
form license containing the right to recapture the project at the end of 
the license period ; 

(10) That the application for a license for the Cresta and Pulga 
plants should be dismissed because it does not include the storage reser- 
voir at Lake Almanor; and 

It is ordered: 

(A) That the above mentioned application for preliminary permit 
be and it is hereby dismissed; and 

(B) That the above application for license be and it is hereby 
dismissed without prejudice. 





IN THE MATTER OF 


ALABAMA POWER COMPANY, LICENSEE 


Supplemental Determination of Actual Legitimate Original Cost Pursuant 
to a Decree of the District Court of the United States for the District of 
Columbia and in Conformity With the Opinion of the-United States 
Court of Appeals for the District of Columbia, in Alabama Power Com- 
pany v. McNinch, 94 F, (2d) 601 


EP-82 
(Decided November 26, 1940) 
Syllabus 


. Where there is no evidence before the Commission of the cost of 
financing, engineering or promotional services, although licensee was 
given a full and complete opportunity, in the present proceeding, to 
introduce any evidence it had as to the cost of such services, in con- 
formity with the opinion of the court, there can be no allowance for such 
items as a part of the actual legitimate original cost of a licensed 
project. P. 315, 318. 

. The letter and the spirit of the Act prohibit any inflation of project costs 
whether based upon the par value of stock issued in a merger which 
was not at arm’s length (and which had no established market value), 
or a valuation of a water right calculated by the substitute steam 
method based upon hypothetical capitalization of estimated annual sav- 
ings, and the value of water rights determined upon such bases will 
not be allowed. P. 320. 

. The actual reasonable cost to the licensee of land and water rights of 
Lock 15 is to be determined upon the basis of the consideration paid 
therefor by the Traction Company, predecessor company of licensee, 
in an arm’s length transaction. P. 320. 

. In determining the amount allowable for cost of electric energy fur- 
nished by licensee to the project during construction, no amounts will 
be allowed for “return on common stock” or for fixed charges and 
operating expenses applicable to electric distribution facilities. P. 323. 

5. Where addition items of cost are allowed subsequent to the date of 
the original determination of cost, an additional allowance will be 
made for interest during construction. P. 324. 


P. W. Turner, Walter Bouldin, W. M. Moloney, and W. D. Laven- 
der for the licensee. 
D. W. Robinson, Jr., F. R. Bell, Charles M. Goetz, and Charles V. 
Shannon for the Commission. 
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By tHe CoMMISssION : 

This matter is before the Commission pursuant to a decree of the 
United States District Court forthe District of Columbia and in 
conformity with an opinion of the United States Court of Appeals 
for the District of Columbia in Alabama Power Company v. 
McNinch, decided September 27, 1937, and reported in 94 F. (2d) 
601, for a supplemental determination under section 4 (b) of the 
Federal Power Act of the actual legitimate original cost of the 
Mitchell Dam project No. 82, of the Alabama Power Company as of 
December 31, 1925. 

On June 27, 1921, we issued a license under the Federal Water 
Power Act for the construction of the Mitchell Dam Project at 
Duncan’s Riffle on the Coosa River, a navigable stream in the State 
of Alabama. Following completion of the project, the licensee, on 
March 29, 1930, filed an itemized statement of the claimed cost thereof 
up to and including December 31, 1925, in the amount of $10,646,- 
056.76. After an audit by the accounting representatives of the 
Commission, a preliminary accounting report, dated May 31, 1930, 
was served upon the licensee. Of the $10,646,056.76 claimed by 
licensee, said report proposed net eliminations of $3,962,192.99, recom- 
mending the balance of $6,683,863.77 for allowance, subject to an ad- 
justment on interest. Licensee duly filed its protest to said report. 

Thereafter, various conferences were held between representatives 
of the licensee and the Commission, and the solicitor for the Com- 
mission and counsel for the licensee entered into two stipulations 
dated December 7, 1931, and April 26, 1932, respectively, the latter 
being amended by supplemental stipulation dated May 12, 1982. 
On June 30, 1932, we ratified and approved said stipulations, with 
certain deletions. 12 Ann. Rept. 182. 

A hearing on the suspended portions of the claimed cost still in 
controversy was held in Washington, D. C. on December 2, 3, 4, and 
5, 1931. Following the submission of briefs, we rendered our opinion 
In the Matter of Alabama Power Co. 1 F. P. C. 25, on June 30, 1982, 
and on November 7, 1932, we adopted an order determining the ac- 
tual legitimate original cost of this project as of December 31, 1925, 
to be $7,098,512.51 and disallowing the balance, $3,547,544.25 of the 
total of $10,646,056.76 claimed by licensee, 1 F. P. C. 60. 

On November 21, licensee filed an application for rehearing and 
petition for modification of our aforesaid order and opinion. On 
December 19, 1932, we denied said application for rehearing but 
revised and amended our order of November 7, 1932, in that actual 
legitimate original cost of this project was determined to be 
$7,094,913.69 and the balance, $3,551,143.07, of the $10,646,056.76 
claimed by licensee, was disallowed, 1 F. P. C. 62. 





314 FEDERAL POWER COMMISSION 


The items of claimed cost thus disallowed by us consisted of the 
following: 


(1) Portion of the $3,500,000 undistributed fixed capital in excess 
of $76,135.09 allowed as the actual reasonable cost of proj- 
ect Tinds and: wate? PigMie. os 2 Pe $3, 423, 864. 91 
(2) Portion of the $72,788.92 claimed cost of electric energy fur- 
nished to the project during construction in excess of 
$30,660.88 allowed as increment cost thereof 42, 128. 04 
(3) Fee paid Dixie Construction Co., an affiliate of licensee____-_- 183, 519. 15 
Taxes prior to July 1, 1918, beginning of preliminary construc- 
Ge gers 20. aes 227. 
Portion of $672,342.33 interest during construction in excess of 
SOU Ores ey, ME i he cee hernia eielbwace ea 25, 570. 
Charge for legal services of J. T. Newcomb rendered 
in an effort to get this Commission to adopt rules and regu- 
lations favorable to licensee siahthed 7 a 1, 500. 00 
Portion of general administration of Dixie ‘Construction Co.1 15, 890. 53 
Duplicate charge to land accounts’ 2, 082. 29 


Portion of charge for general construction equipment *______ 9, 153. 16 


Total 3, 703, 957. 38 
Less organization expense allowed but not included in initial coat 
statement 152, 814. 31 


Net amount of claimed cost disallowed 3, 551, 143. 07 


Prior to the expiration of the specified period within which 
licensee was required to set up the accounts necessary to reflect said 
cost determination, the company filed suit in the Supreme Court of 
the District of Columbia in Equity No. 55746 seeking to enjoin this 
Commission from enforcing the orders of November 7, 1932, and 
December 19, 1932. Licensee contended inter alia that our dis- 
allowance of the first five items above listed was erroneous, but made 
no specific averments as to the other items. 

After a hearing on the merits, the court on December 11, 1935 
entered a decree dismissing said bill of complaint. 10 P. U. R. 
(N. S.) 275. Licensee thereupon perfected an appeal to the United 
States Court of Appeals for the District of Columbia, which court 
in an opinion entered September 27, 1937 by Mr. Justice Stephens, 
reversed the decree of the trial court with orders to direct this 
Commission to proceed in accordance with said opinion. Alabama 
Power Co. v. McNinch, supra. 

The Court of Appeals affirmed our disallowance of the fee paid 
to Dixie Construction Co., our disposition of taxes and interest dur- 
ing construction, but held that we erred in allowing merely the 
increment cost of electric energy furnished during construction, 
licensee being entitled to the total cost thereof, exclusive of profit. 


1 Covered by stipulation of Dec. 7, 1931. 
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The court further held that although we had made full allowance 
for the lands and water rights at Lock 14 and Duncan’s Riffle, we 
erred in failing to allow the cost’of the portion of the water right 
at Lock 15 which was absorbed by this project. Since the case was 
being remanded for the reasons stated, the court said it would be 
proper for us to afford licensee a further opportunity to introduce 
any evidence it might have of the cost of the engineering, promo- 
tional and financial services rendered with respect to these proper- 
ties prior to the merger of 1913 and reflected in the $3,500,000 undis- 
tributed fixed capital, disallowed by us to the extent of $3,423,864.91. 
McNinch case, supra, at p. 622. 

Pursuant to order, a hearing with respect to the above items 
remanded by the Court of Appeals was held before the trial ex- 
aminer designated to preside, beginning on November 30, 1939, and 
concluding with recesses on January 9, 1940. Briefs were filed by 
counsel for the licensee and counsel for the Commission. 





CORPORATE HISTORY OF LICENSEE 


The licensee, Alabama Power Company, was incorporated under 
the laws of the State of Alabama on December 4, 1906, with an 
authorized capital stock of $5,000 divided into 50 shares of $100 
par value each. Alabama Power & Electric Company was incor- 
porated under the laws of the State of Alabama on November 14, 
1908 with an authorized capital stock of $5,000 divided into 50 shares 
of $100 par value each. Wetumpka Power Company was incorpo- 
rated under the laws of Alabama on March 20, 1908, with an au- 
thorized capital stock of $6,000 divided into 60 shares of $100 par 
value each. 

In 1912, Alabama Traction, Light. & Power Company, Ltd., a 
Canadian corporation, organized by James Mitchell and associates 
for that purpose, purchased in one transaction the outstanding capital 
stocks of said three companies, paying the owners thereof considera- 
tions of cash and securities having a total stated value of $1,650,000 
and a then market value of $882,500 (stipulation of April 26, 1932). 

Thereafter, but prior to the merger of 1913, the Traction Com- 
pany acquired the outstanding capital stock of two more companies, 
namely, Alabama Power & Development Company and Alabama 
Electric Company. 

After the Traction Company had acquired ownership and control 
of the five predecessor companies as aforesaid, said companies entered 
into an agreement of merger dated June 18, 1913 and effective July 
29, 1913. The legal effect of said agreement was that the four com- 
panies, Alabama Power & Electric Company, Wetumpka Power 
Company, Alabama Electric Company, and Alabama Power & De- 
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velopment Company, were merged into the fifth company, Alabama 
Power Company, the identity of the latter remaining unchanged, 
McNinch case, supra, at p. 613. 

Pursuant to the terms of said merger agreement, the outstanding 
capital stocks of the five underlying companies were surrendered 
and $9,975,000 par value common stock of the “new” Alabama Power 
Company divided into 99,750 shares was issued in exchange therefor. 
For the 50 shares of “old” Alabama Power Company stock having 
a total par value of $5,000, 70,000 shares of “new” Alabama Power 
Company stock having a total par value of $7,000,000 were issued. 
For the 60 shares of Wetumpka Power Company stock having a total 
par value of $6,000, 7,500 shares of “new” Alabama Power Company 
stock having a total par value of $750,000 were issued. 


$3,500,000 UNDISTRIBUTED FIXED CAPITAL 


The important properties held by the Alabama Power Company 
prior to the merger of 1913 were the Lock 12 and Lock 14 dam 
sites on the Coosa River. The Lock 14 site was flooded out in the 
construction of the Mitchell Dam project at Duncan’s Riffle. 
Licensee claimed $3,500,000 in project cost as the cost to it of the 
lands and water rights included in this project. Said amount, 
designated undistributed fixed capital, was an allocation to Lock 14 


of one-half of the $7,000,000 par value of “new” Alabama Power 
Company stock issued in the 1918 merger for the $5,000 par value 
of “old” Alabama Power Company stock. In making such alloca- 
tion, the licensee assumed that the Lock 12 site and 14 site were of 
equal value. 

In our opinion, Jn the matter of Alabama Power Co., swpra, we 
disregarded the values agreed upon in the 1913 merger, which was 
not at arm’s length, being between five companies all then owned 
and controlled by the Traction Company. We found the actual 
reasonable cost of the lands and rights in question to be $76,135.09, 
which amount we allowed. We disallowed the $3,423,864.91 balance 
of the $3,500,000 undistributed fixed capital claimed by licensee. 

The Court of Appeals reviewed and expressly affirmed our deter- 
mination of the cost of the lands and water rights at Lock ‘14 and 
Duncan’s Riffle, but held that since the case was being remanded for 
other reasons, it would be proper for us to allow licensee a further 
opportunity to introduce any evidence it may have of cost of the 
engineering, promotional, and financial services rendered with respect 
to these properties prior to the 1913 merger and reflected in the 
$3,500,000 undistributed fixed capital. 

The language of the Court in this connection is as follows: 


The Power Company objects to the Commission’s allowance of $76,135.09 as 
the actual reasonable cost of lands, and the disallowance of $3,500,000 claimed 
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by the Power Company as fixed capital not classified by prescribed accounts, 
* * * upon the grounds that the Commission has not included as part of 
the original cost of the project any allowance for large expenditures made for 
engineering, financing and promotional services in the development of the Coosa 
River * * * (p. 614). ; 

The Commission did not object to allowing as part of the cost of the project 
properly allocable expenditures made for engineering, financial or promotional 
services. Its failure to allow them was based solely upon the failure of the 
Power Company to introduce evidence definitive of the total amount of such 
expenditures and of the proportion allocable to the project. This failure of 
evidence is unfortunate, since it is only reasonable to suppose that a merger 
of this magnitude must have invelved considerable investigation of the properties 
and much negotiation * * * (p. 615). 

* * * the record shows no adequate basis for an estimate of the total 
allocable expenditures for engineering, financing and promotional services 
prior to 1913, and no basis for an allocation of part of them to the Mitchell 
Dam project. Upon the present state of the record any estimate as to this 
item would have been no more than a guess, and this the Commission was not 
required to make (p. 615). 

It is to be noted, however, that the licensee purported to include in its item 
of $3,500,000 all expenses connected with the Mitchell Dam project through 
the time of the merger. The Commission properly refused to allow the total 
amount and found the value of lands. But since we direct the trial court 
to return the case to the Commission for further hearing in regard to other 
items of cost referred to below it would be proper for the Commission to allow 
the licensee further opportunity to introduce evidence of cost of financing, 
engineering, and promotional services prior to 1913, included within the Power 
Company’s claimed figure of $3,500,000 (p. 615). 


In conformity with the opinion of the Court, licensee was given 
a full and complete opportunity in the present proceeding to intro- 
duce any evidence it had as to cost of such services and licensee’s 
president, Martin, and its counsel stated of record that they were 
unable to introduce any further definite evidence of cost. The 
licensee’s witness Moreland purported to include the probable cost 
of preliminary financial, engineering and promotional expenses as 
partial justification for his estimated lump sum total for value of 
water rights but offered no evidence or estimate as to the amount 
of such preliminary expenses. 

As an alternative to actual recorded costs, the Court of Appeals 
indicated that the company might be given an opportunity to present 
evidence with reference to the total cost of preliminary expenses in 
connection with the development of all of the projects then under 
construction and to present further evidence regarding a proper 
allocation of such expenses to this particular project. The company 
failed, however, to present any evidence of this character and witness 
Moreland not only failed to make any such allccation but stated 
that it was not necessary to make such allocation to arrive at his 
estimated total value of water rights. Obviously, all that this wit- 
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ness attempted to do was to justify the bookkeeping entry of 
$3,500,000 set up as a balancing figure. 

Upon such a record, there being no evidence before us of the cost 
of financing, engineering or promotional services prior to 1913, we 
can make no allowance for such items, 


WATER RIGHT AT LOCK 15 


The second issue in this preceeding is the determination of the 
actual reasonable cost to licensee of the portion of the water right 
at Lock 15 which was absorbed in the construction of Mitchell Dam, 
the Court of Appeals stating, McNinch case, supra, at p. 616: 


We think, therefore, that the Commission has made full allowance for the 
water rights at Lock 14 and at Duncan’s Riffle. 

The Commission erred, however, in failing to consider the cost to the licensee 
of the water right owned by the Wetumpka Power Company at Lock 15, which 
was downstream from Duncan's Riffle. No lands at Lock 15 are involved in 
the Mitchell Dam project and apparently the Commission for that reason failed 
to allow the cost of any water rights at Lock 15. The record shows, however, 
that the Wetumpka Power Company had the right under Alabama law to 
develop Lock 15 by a dam which would have impounded water to a height 
which would have flooded Duncan’s Riffle, the present site of Mitchell’ Dam 
proper, to a depth of approximately 14 feet. The Mitchell Dam project there- 
fore was erected in derogation of the water right of the Wetumpka Power 
Company at Lock 15, at least to this extent. The right of the Wetumpka Power 
Company passed to the licensee in the merger of 1913. The trial court should 
have directed the Commission to allow the introduction of evidence as to the 
cost to the Power Company in 1913 of the right of the Wetumpka Power Com- 
pany to develop Lock 15 to an extent which would have made the Mitchell Dam 
project impossible, and to allow such cost as part of the original cost of the 


project. [Italics supplied.] 

Wetumpka Power Company owned a potential dam site at Lock 
15 consisting of 219.71 acres and on November 4, 1908, it filed in the 
office of the Secretary of State of Alabama, under sections 6148-6150 
of the 1907 Alabama Code, plans for a proposed development of said 
site to use 42 feet of head between elevation 254 and elevation 296. 
The water right thus acquired consisted of an easement to and in the 
water of said stream for the construction of the proposed develop- 
ment and the right of eminent domain for acquiring the lands neces- 
sary thereto. The Lock 15 site does not come within the boundaries 
of Mitchell Dam, being located downstream therefrom, and originally 
licensee did not claim any allowance in the cost of this project for 
the Lock 15 water right.2, However, in its petition for rehearing 
following our opinion /n the Matter of Alabama Power Co., supra, 

? The cost of the Lock 15 land and water right, claimed by licensee as $750,000, was in- 


cluded in the initial cost statement filed with respect to its Jordan Dam, project No, 618, 
which is located at Lock 18, downstream from Lock 15, 
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licensee contended that a portion of the cost of the Lock 15 site 
should be allocated to Mitchell Dam on a head basis. 

Licensee claims $750,000 as the cest of Lock 15, said amount. being 
the par value of the 7,500 shares of “new” Alabama Power Company 
stock issued in the 1913 merger for the 60 shares of Wetumpka Pow- 
er Company stock having a total par value of $6,000. The stock 
issued in the merger had no established market value, and licensee 
claims that $750,000 was the then market value of the Lock 15 water 
right. It contends that $250,000 thereof should be allowed in the 
cost of this Mitchell Dam project.’ 

The witness Moreland presented a hypothetical nwne pro tune val- 
uation of the water right at Lock 15 by the substitute steam plant 
method, that is, he computed the annual savings to be derived in 
supplying, the company’s predicted load growth by development of 
the hydro sites as compared with supplying the predicted load by 
steam generation. Ownership of Lock 15 permitted development of 
Mitchell Dam and Jordan Dam instead of Lock 14 and a low dam 
at Lock 18, respectively. The increased savings, which the witness 
estimated would have been $1,900,000, resulting from the former 
program over the latter, were considered the “value” contributed to 
Mitchell and Jordan by Lock 15. The witness concluded that he 
would have advised the Alabama Power Company in 1913 that it 
would have ‘been justified in paying one-half of such value, that is 
$950,000, for the water right at Lock 15, provided it could not obtain 
the same for less and assuming it had the necessary authority, both 
Federal and state, to construct the contemplated projects. 

In the first hearing licensee introduced similar engineering valua- 
tions in support of its claim of $3,500,000 undistributed fixed capital. 
In our opinion Jn the Matter of Alabama Power Co., supra, 30-387, 
we rejected said testimony and found $76,135.09 as the actual rea- 
sonable cost of the lands and rights at Lock 14 and Duncan’s Riffle. 
Our action in so doing was affirmed by the Court of Appeals, 
McNinch case, supra, at p. 616. 

Licensee attempts to distinguish the Moreland testimony from that 
previously rejected by us on the ground that the latter involved a 
capitalization at 8 percent of the estimated profits and the estimated 
savings of the hydro. developments, whereas the witness Moreland 
accumulated the annual ‘savings for the 50-year license period and 
discounted the total back to 1913 at 714 percent interest. We con- 
sider this a distinction without a difference. The inherent defects 
in such attempts to determine the actual reasonable cost of water 


* Said amount is an addition to the $10,646,056.76 included in the initial cost statement, 


licensee originally having claimed the entire $750,000 as part of the cost of its Jordan Dam, 
project No. 618. 
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rights by the substitute steam plant method are set forth in our 
opinion Jn the Matter of Alabama Power Co., supra, and need not 
be repeated. Suffice it to say that both the letter and the spirit of 
the Act which we are bound to administer prohibit any inflation 
of project costs whether based upon the par value of stock issued 
in a merger which was not at arm’s length or upon hypothetical 
capitalization of savings offered in support thereof. 

Although the Moreland testimony purported to be a determina- 
tion of market value, no consideration was given to an essential 
element in such a determination, that is, the price fer which the 
water right could have been acquired in 1913. The witness stated 
that the absence of this element was the “only reason we are making 
this analysis.” In our opinion Jn the Matter of Alabama Power Co., 
supra, 34, we determined the market value of parcel 214 at the time 
of the merger on the basis of what the Traction Company had paid 
for the same in 19f2 and our action in so doing was expressly 
approved by the Court of Appeals. McNinch case, supra, at p. 614. 
The water right at Lock 15 was also acquired by the Traction Com- 
pany in the 1912 transaction but the price paid for the same was 
ignored by the witness, who testified on cross-examination : 

Q. Is it a fair summary of what you have siated, then, Dean Moreland, that 
your approach is that market value could not be determined, and you deter- 


mined this other value rather than market value. as you have used the term 
“market value” and defined it for us? ¢ 


A. Yes, that is a fair statement. You could not determine market value 
in the ordinary way of willing and free sales, and we have approached it from 
this method as the only available substitute. 

The witness’ assumption that the company in 1913 had the required 
Federal authority for development of the contemplated projects is 
not supported by the record. The Alabzma Power Company was 
authorized by a special act of Congress of March 4, 1907 ° to construct 
a dam at Lock 12, the present site of Lay Dam. Efforts to obtain 
similar authorization for development of the other sites proved unsuc- 
cessful when President Taft vetoed the so-called “Coosa River Bill” 
in 1912.° Such authorization was not obtained until licenses were 
granted by this Commission under 'The Federal Water Power Act. 

The actual reasonable cost to licensee of the Lock 15 land and 
water right is to be determined on the basis of the consideration paid 
therefor by the Traction Company in an arm’s length transaction in 
1912, approximately one year prior to the merger. By the purchase 
m 1912 of Wetumpka Power Company, Alabama Power Company, 


*The witness defined market value as “the price an article or a commodity would demand 


between a willing purchaser who needed that property and a willing seller who had it to 
sell.” 


5 34 Stat. 1288. 
® 48 Cong. Recd., 11796 et seq. 
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and Alabama Power & Electric Company, the Traction Company ac- 
quired the key properties and water rights controlling a total of 212 
feet of head at four sites on the Coosa River, as follows: 46 feet at 
Lock 7; 68 feet at Lock 12; 56 feet at Lock 14; and 42 feet at Lock 
15. The consideration paid by the Traction Company was not allo- 
cated between the properties acquired. However, it has been stipu- 
lated that one-fourth of said consideration is properly allocable to 
“the land and water power rights then owned by said Alabama Power 
Company and Alabama Power & Electric Company at the Lock 14 
site” (stipulation of April 26, 1932, as amended by stipulation of 
May 12, 1932). 

Evidence offered by Commission witness Coomes shows that the 56 
feet of head at Lock 14 is 56/212, or approximately one-fourth of the 
total head of 212 feet at all four sites, and that the 42 feet of head 
at Lock 15 is 42/212, or approximately one-fifth of the total head of 
212 feet at all four sites. In Commission counsel’s brief it is recom- 
mended that one-fifth, that is: $176,500, of the total consideration of 
$882,500 paid by the Traction Company, is properly allocable to the 
Lock 15 land and water right. 

Licensee objects to this method of allocation but it suggests no 
other basis for determining the Lock 15 portion of the consideration 
paid by the Traction Company in 1912. Moreover, in the first hear- 
ing its witness Thurlow testified that because the potential head and 
power at Locks 12 and 14 were approximately the same, licensee 
considered said sites of equal value and accordingly allocated to 
Lock 14 one-half of the $7,000,000 par value of stock issued in the 
merger for the “old” Alabama Power Company properties. 

Licensee further objects that the property acquired by the Traction 
Company in 1912 included only one abutment at Lock 7. However, 
the land acquired controlled said site, Alabama Power & Electric 
Company having obtained a water right with respect thereto under 
sections 6148-6150 of the 1907 Alabama Code. 

Applying the method .we used in making the analogous determina- 
tion of the cost of parcel 214, which the Court of Appeals has ap- 
proved,’ we find the actual reasonable cost to licensee of the Lock 15 
water right to be $174,834.91, said amount being an allocation on a 
head basis (42/212) of the $882,500 consideration paid by the Traction 
Company for this and other property in 1912. We further find 
that 16/42 of said cost, that is, $66,603.78, is to be allowed in the cost 
of this project as its portion of the Lock 15 water right. In so 








™Parcel 214 at Lock 14 was owned by Alabama Power & Electric Company and formed 
part of the assets of that company purchased by the Traction Company in the 1912 transac- 
tion. Said parcel was acquired by licensee in the 1913 merger and we found the actual 
reasonable cost of said parcel on the basis of what the Traction Company had paid for the 
same, In the Matter of Alabama Power Co., supra, 34. 
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doing, we find that 16 feet of the 42 feet of head at Lock 15 was ab- 
sorbed by this project. 

We disallow the balance, $183,396.22, of the $250,000 claimed by 
licensee as the Mitchell Dam portion of the Lock 15 water right. 


ELECTRIC ENERGY FURNISHED DURING CONSTRUCTION 


A total of 6,132,175 kw.-h. of electric energy was furnished 
from licensee’s system to this project during its construction. On 
account of said energy licensee claimed in project cost a total of 
$72,788.92, based upon the commercial rate of °$.01187 per kw.-h. 
approved by the Alabama Public Service Commission for this 
type of service. By the stipulation of December 7, 1931, it was 
agreed that the increment, or out-of-pocket cost, of said energy 
to licensee was $30,660.88, which amount we allowed, disallowing 
the balance of $42,128.04, Jn the Matter of Alabama Power Co., 
supra, 41. The language of the stipulation is as follows: 


It is agreed that a total of 6,132,175 kw.-h. was furnished by licensee from 
its electric power system to the Mitchell Dam project for use in its construction ; 
that the standard commercial rates which, during the period involved, the 
licensee was required by the laws of Alabama to charge one of its customers 
for this class of power averaged 1.187 cents per kw.-h.; that the total cost to 
the licensee of furnishing the above amount of power to said project, including 
proper proportionate allocations for taxes, depreciation, and interest on invest- 
ment, as nearly as the same may practicably be determined, was an average 
of 1.187 cents per kwh., or a total of $72,788.92. 

It is further agreed that the increment cost of such energy so furnished by 
the licensee (that is, the additional cost which licensee incurred in preparing 
and standing ready to furnish the energy to be required in the construction of 
the project, and in furnishing such energy in the above amount over and above 
the total cost which licensee would otherwise. have sustained, and exclusive 
of any return on the investment used and useful in generating and delivering 
such energy) was, aS nearly as may be practicably determined, an average of 
tive mills per k.w.-h., or a total of $30,660.88. 

It is further agreed that the cost of any additional plant, equipment, or other 
facilities especially required to be installed or employed for the purpose of 
furnishing such energy, has been charged and allowed as a proper part of the 
cost of construction of this project. 


The Court of Appeals held that we erred in limiting said allowance 
to increment cost, the court stating at the conclusion of its opinion: 


* * °* the trial court should have * * * required the Commission 
te allow not merely the out-of-pocket cost of electric energy but the total cost 
exclusive of profit, and therefore to have required the Commission to determine 


whether or not the rate of 1.187 per kw.-h. included any element of profit (p. 622). 


The rule applicable to the determination of the amount to be al- 
lowed in project cost for electric energy furnished from the licensee’s 
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system to its project during construction is stated by the court as 
follows: ' 


The licensee should be allowed a charge which includes proper proportionate 
allocations for taxes, depreciation and maintenance. The stipulation asserts 
that the charge includes a proper allocation of “interest on investment”. What 
this means is not clear. If it means that the charge which the Power Company 
claims includes a profit to it upen the power furnished, to . at extent the 
charge should be reduced. If, however, no profit is included in the claimed 
charge, it should be allowed. In brief, the Power Company is entitled to its 
out-of-pocket cost in furnishing the power, plus proper proportionate allocations 
for taxes, depreciation, maintenance and interest charges upon its investment, 
but without the addition of any profit. (p. 622) 

Despite the above holding of the Court of Appeals, licensee con- 
tends that it is entitled to an allowance based upon the tariff rate 
approved by the state commission. However, in the present pro- 
ceeding, licensee introduced a study deriving $51;966.58 as the cost 
to it of said 6,132,175 kw.-h., “excluding profit and return on common 
stock.” Licensee also contends that it is entitled to the allowance of 
a further amount, in addition to said $51,966.58, representing “return 
on common stock” as a part of the cost of energy furnished during 
construction, and that the Commission should hold further hearings 
to fix such further amount. 

A witness for the Commission introduced a study, excluding not 
only profit and return on common stock but also operating expenses 
applicable to licensee’s electric distribution facilities, as distinguished 
from its generation and transmission facilities, which purported to 
derive $50,865.22 as the cost of such energy. 

We reject licensee’s contention that it should be allowed an addi- 
tional amount as “return on common stock.” We also reject licensee’s 
contention that the fixed charges and operating expenses applicable 
to its electric distribution facilities should be included as a part of 
the cost of energy furnished during construction. However, an abso- 
lutely accurate determination of the exact cost of electric energy used 
in construction would require further investigation and further hear- 
ings’ to ascertain the exact facilities requisite to the delivery to the 
project of such energy. There is less than $1,300 difference between 
the cost as derived by the licensee and the cost as derived by the Com- 
mission’s witness. An allowance of $51,966.58, which is an increase 
of $21,305.70 over the $30,660.88 previously allowed by the Commis- 
sion for power used in construction, will substantially comply with 
the ruling of the Court of Appeals. No public interest will be served 
by the further investigation and hearings which would be necessary 
for an absolutely accurate determination. We, therefore, allow $51,- 
966.58 as the cost of electric energy furnished by licensee to the project 
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during construction, and disallow $20,822.34 which is the difference 
between the claimed cost of $72,788.92 and the amount allowed. 

As we have increased the amounts heretofore allowed for water 
rights and for energy used in construction, an additional allowance 
will be made for interest during construction. In addition to the 
amounts heretofore allowed, we allow interest on the amount of 
$66,603.78 for water rights at Lock 15, at 714 percent per annum for 
the period July 1, 1918, to August 15, 1923, in the amount of $24,- 
747.47. We also allow interest on the amount of $21,305.70 for elec- 
tric energy used during construction, at a rate for the construction 
period of 8.4172541 percent in the amount of $1,793.35. The total 
additional amount thus allowed for interest during construction is 
$26,540.82. : 

CONCLUSION 


An order will issue, in acordance with this opinion, supplementing 
our previous determination of the actual legitimate original cost of 
this project by increasing the amounts allowed for energy used in 
construction and for water rights, in conformity with the decision 
of the United States Court of Appeals for the District of Columbia. 
The allowance heretofore made for interest during construction will 
be increased correspondingly. 

Letanp Oxps. 
Cravupe L, Draper. 
Basti Manty. 
Joun W. Scorr. 
Cryve L. Seavey. 


Order supplemental to order of December 19, 1932, determining actual 
legitimate original cost and prescribing accounting therefor 


Alabama Power Company, Licensee 


(Project No. 82) 


Having considered the matters of record with respect to’ the 
actual legitimate original cost of Mitchell Dam, project No. 82, 
Alabama Power Company, licensee, as of December 31, 1925; the 
previous opinions and orders of the Commission with respect thereto; 
the proceedings subsequently had in the court review thereof; the 
decision of the United States Court of Appeals for the District of 
Columbia in Alabama Power Company v. McNinch et al., 94 F. (2d) 
601, in which the court said, in ‘part: 

In summary: We hold that the trial court correctly sustained the Commission’s 


allowances for land, taxes and interest, and its refusal to allow the fee of the 
Dixie Construction Company. But we hold further that the trial court should 
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have directed the Commission to consider the cost of the water right at 
Lock 15 and to have required the Commission to allow not merely the out- 
of-pocket cost of electric. energy but tie total cost exclusive of profit, and 
therefore to have required the Commission to determine whether or not the 
rate of 1.187 per kilowatt-hour included any element ‘of profit. We further 
hold that since the case must be returned to the Commission in respect of the 
foregoing items, it would be proper for the Commission to allow the licensee 
further opportunity to introduce evidence of the cost of financing, engineering, and 
promotional services prior to 1913 included in the Power Company’s claimed 
figure of $3,500,000. (page 622) 

and the record of hearings held subsequent to and in conformity with 
said decision of the United States Court of Appeals for the District 
of Columbia, at which hearings the licensee was given opportunity to 
introduce evidence; and having on this date made and entered its 
opinion in this matter, which is hereby referred to and made a part 
hereof by reference; 

The Commission finds; 

(1) That the actual legitimate original cost of electric energy 
furnished by licensee to this project during construction was 
$51,966.58 as of December 31, 1925, and the balance of the $72,788.92 
claimed cost thereof, or $20,822.34, is hereby disallowed; 

(2) That the actual legitimate original cost of that part of the 
water rights at Lock 15 allocable to this project as of December 31, 
1925, was $66,603.78, and the balance of the $250,000 claimed cost 
thereof, or $183,396.22, is hereby disallowed; 

(3) That having hereby increased its determination, made by 
order of November 7, 1932, as modified by order of December 19, 
1932, of the actual legitimate original cost of this project as of 
December 31, 1925, the amount heretofore allowed for interest 
during construction must be increased by an additional allowance 
of $26,540.82; 

(4) That the addition of the foregoing amounts increases the 
actual legitimate original cost as of December 31, 1925, from 
$7,094,913.69 (as determined by Commission order of November 7, 
1932, as modified by order of December 19, 1932) to $7,209,363.99; 

The Commission orders: 

(A) That the licensee, Alabama Power Company, establish and 
maintain control accounts with reference to this project showing a 
total debit balance in its fixed capital accounts beginning with an 
entry of $7,209,363.99 ($7,094,913.69 previously allowed, plus $114,- 
450.30 now allowed in addition thereto) as the actual legitimate 
original cost of said project as of December 31, 1925; 

(B) That the licensee establish and maintain subsidiary accounts 
showing and substantiating all entries in such control accounts, and 
classifying the tota] for fixed capital in appropriate detail and in 
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accordance with the provisions of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees, revised 
to December 31, 1936, pursuant to authority granted by the Federal 
Power Act; ; 

- (C) That the amount of $3,657,080.83, representing the total of 
all items disallowed, exclusive of $183,396.22, the disallowed part 
of claimed cost appertaining to water rights at Lock 15, be trans- 
ferred from the project accounts and charged to the earned surplus 
account pursuant to and in accordance with the applicable pro- 
visions of said uniform system of accounts prescribéd for public 
utilities and licensees; 

(D) That the amount of $152,814.31 for organization expenses, 
the amount of $66,603.78 for the cost of the Mitchell Dam portion 
of the Lock 15 water rights, and the $969.97 for interest, allowed 
in addition to licensee’s original claimed cost shall be charged to 
the project accounts and the earned surplus account concurrently 
credited with the total of these items; 

(E) That all amounts now carried in the asset accounts as part 
of the original charges to the cost of the project up to and including 
December 31, 1925, and not otherwise disposed of by this order, 
and which do not represent the cost of some physical property 
other than this project, shall be transferred from such accounts, 
both control and subsidiary, in which included, and the net amount 
thereof charged to earned surplus account, pursuant to and in ac- 
cordance with the applicable provisions of said uniform system 
of accounts; 

(F) That within sixty (60) days of service of this order, the 
licensee comply with this order and execute and submit to the 
Commission FPC Form No. 76 showing such compliance. 





In THE MATTER OF 


NORTHWESTERN ELECTRIC COMPANY 


Reclassification of the Electric Plant Accounts of a Public Utility 
IT—5642 
(Decided December 6, 1940) 


Syllabus 


1. The Commission has authority under the Federal Power Act to require 
a public utility subject to its regulation to keep general corporate 
and other fundamental accounts and records covering its entire elec- 
tric utility business in conformity with the provisions of the uniform 
system of accounts prescribed by it for public utilities and licensees. 
It would be impracticable for a Federal agency to limit accounting 
requirements to the interstate portion of a public utility’s business 
when it is also engaged in intrastate business. P. 331. 

2. The reclassification of accounts required by electric plant instruction 2—D 
of the Commission’s system of accounts requires a reclassification of 
cost as recorded and not a reaccounting of past expenditures. P. 332. 

3. Accounting records must not be impeached because of a change in the 
subsequent conception by the accounting officials of the company as 
to what constituted cost for a prior period. P. 333. 

4. Nothing in electric plant instruction 2-B of the system of accounts 
sanctions the restatement of interest during construction. P. 334. 

5. Where a company has adopted a deliberate policy of not charging io 
capital all chargeable interest during construction, which policy rep- 
resented the exercise of proper accounting discretion at the fime, and 
was not an “accounting error,” and now seeks to add such additional 
amounts to recorded cost by reatcounting, the proposed reaccounting 
not only does violence to the intent and purpose of the system of 
accounts, but is directly contrary to sound regulatory procedure. If 
the accounts could be restated now, they could be revised again in 
the future. P. 335. 

6. The cost of any utility plant is the resultant of the allowable account- 
ing discretion of the utility as exercised within the limits permitted 
by the system of accounts, but the utility having exercised such allow- 
able discretion is thereafter bound by the cost resulting therefrom. 
P. 335. 


7. To add to plant costs administrative and general expenses previously 
assigned to operations, not only violates the Commission’s system of 
accounts, and fails to conform to sound principles of accounting, but 
likewise vitiates the principles of equity in relation to consumers. 
P. 338. 
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8. A judgment estimate of the value of common stock issued to the pro- 
moters is without probative value when not based upon the value of 
the consideration received by the company at the time the stock was 
issued, and there is no reliable evidence in the record that any pro- 
moters’ services of demonstrable value or any other consideration was 
received by the company for such common stock. No electric plant 
was received for such stock and no amount therefor should remain 
in the electric plant accounts. P. 340. 

9. Estimated carrying charges on working capital should not be capitalized. 
P. 342. 

. The cost of all production and general facilities used jointly by the 
steam heating and electric departments of a public utility should not 
be charged to “Hlectric Plant in Service” but should be entered in the 
detailed plant account “Other Utility Plant (Common)”. P. 342. 

. The cost of equipment held for future use but entered in the account 
“Station Equipment” should be transferred to the account “Electric 
Plant Held For Future Use.” P. 242. 

. A public utility cannot complain that it did not have notice and a fair 
hearing as to the disposition of certain challenged accounting items 
when it is clearly shown that the company fully understood prior to 
the hearing that the question of disposition was an issue, and was 
given every opportunity to submit evidence, to cross-examine the Com- 
mission’s witnesses and to present argument on the subject. P. 342. 

. The $3,500,000 valuation constituted a fictitious write-up of common stock 
and was properly transferred to Account 107. P. 344. 

. In disposing of a write-up represented by common stock issued for no 
consideration, it is in the interest of consumers, investors and the 
public to require that all net income above preferred stock dividends 
requirements be applied to the disposition of the amount of the write- 
up ordered to ‘be transferred to Account 107 of the Commission’s Uni- 
form System of Accounts. This disposition, assuming adequate earn- 
ings, is equivalent to the holders of the common stock paying a con- 
sideration therefor equal to its alleged value. P. 344. 

15, Preferred stock selling expense is properly includible in capital stock 
expense. P. 344. 


John A, Laing, Henry S. Gray, A. J. G. Priest, and Sidman I. 
Barber for Northwstern Electric Co. 

Alvin A. Kurtz for Public Utilities Commissioner of Oregon. 

Harry A. Bowen for Washington Department of Public Service. 

Richard J. Connor, George Slaff, and Milford Springer for the 
Federal Power Commission. 

By Tue Commission: 

This proceeding arises under section 301 (a) of the Federal Power 
Act and relates to the uniform system of accounts for public utilities 
and licensees prescribed by the Federal Power Commission and the 
accounting entries which the company proposed to enter in its books 
under certain requirements thereof. 
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HISTORY OF THE CASE 


Northwestern Electric Company was incorporated on January 7, 
1911, in the State of Washington, and is engaged in interstate and 
intrastate commerce, producing, transmitting and distributing elec- 
trical energy to retail and wholesale customers in the states of Oregon 
and Washington. It also operates a central steam heating utility in 
Portland, Oregon. 

The Federal Power Commission, pursuant to the authorization of 
the Federal Power Act, prescribed a uniform system of accounts for 
public utilities and licensees which became effective on January 1, 1937. 

Electric plant instruction 2-D of the system of accounts required 
the reclassification of the electric plant of public utilities and licensees 
as of the effective date thereof and the submission to the Commission 
by January 1, 1939, of adjusting entries necessary to reflect the reclassi- 
fication.1 The Commission entered a supplementary order on May 11, 
1937, in which was set forth in considerable detail the information to 
be submitted in connection with the reclassification studies. 

Pursuant to these requirements, Northwestern Electric Company 
submitted on May 27, 1939, a purported reclassification of its electric 
plant accounts as of January 1, 1937, including proposed adjusting 
entries. Under similar requirements of the Public Utilities Com- 
missioner of Oregon, the company filed an identical -reclassification 
study with that Commissioner. 

This Commission’s staff, in cooperation with the staff of the Public 
Utilities Commissioner of Oregon, made a field investigation of the 
company’s reclassification study. A joint report on this investigation 
was prepared and served upon the company with a written request 
that it adjust its proposed reclassification to conform therewith. This 
Commission’s letter of transmittal, dated May 1, 1940, also contained 
a request for a plan of disposition of a $3,500,000 common stock item 
which was transferred in the joint report to Account 107, Electric 
Plant Adjustments, 

The company declined to make the adjustments recommended in 
the joint report and failed to present a plan for disposing of the 
$3,500,000 item. On June 18, 1940, the Federal Power Commission 
ordered the company to show cause, at a public hearing on July 15, 
1940, at Portland, Oregon, why the Commission should not find and 





1 Blectric plant instruction 2-D provides: “Not later than 2 years after the effective date 
of this system of accounts, each utility shall have completed the studies necessary for re- 
classifying its electric plant as of the effective date of this system of accounts in accordance 
with the accounts prescribed herein and it shall submit to the Commission the entries it 
proposes to make to carry out the provisions of this instruction. It shall submit also a 
comparative balance sheet showing the accounts and amounts appearing in its books as of 
the effective date of this system of accounts and the accounts and respective amounts as cf 
the same date after the proposed entries shall have been made.” 
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determine by order that adjusting entries be made to bring the books 
of account in conformity with the joint report. 

Upon request of the company, the date for hearing was postponed 
to July 22, 1940. On July 5, the company filed an application for 
continuance for a period of thirty days, which was denied by the 
Commission. 

On July 17, 1940, the company filed a motion to dismiss the pro- 
ceedings, which motion was denied. Thereafter, on July 22, 1940, 
the company filed a voluntary answer to the show-cause order. 

The public hearing was held at Portland, Oregon, commencing 
on July 22, 1940, and concluding on August 1, 1940. The Department 
of Public Service of Washington and the Public Utilities Commis 
sioner of Oregon petitioned to intervene and the Commission granted 
these requests. Pursuant to the Order to Show Cause and Fixing 
Date for Hearing, a joint hearing was held in which the Public Utili- 
ties Commissioner of Oregon, the Honorable Ormond R. Bean, par- 
ticipated. The transcript of the proceedings totaled 1,179 pages and 
78 exhibits were admitted in evidence. After the hearing, briefs 
were filed by counsel for the company and the Federal Power 
Commission. 


JURISDICTION OF THE FEDERAL POWER COMMISSION 


The facts show, and the company admits, that it owns and operates 
facilities used for the transmission of electric energy in interstate 
commerce and that it sells electric energy at wholesale in interstate 
commerce. It is, therefore, a “public utility” within the meaning of 
that term as used in Parts II and III of the Federal Power Act. 


AUTHORITY OF THE FEDERAL POWER COMMISSION OVER PUBLIC UTILITY 
ACCOUNTING 


The company contends its general corporate and other fundamental 
accounts and records are not within the purview of section 301 (a) 
of the Federal Power Act, but, on the contrary, that the State regu- 
latory authorities alone have comprehensive accounting and other 
supervision over its affairs. It argues that the correct interpretation 
of sections 201 (a) and (b) and 207 of the Act impel such conclusion. 
With this we are not in accord. The rule of statutory construction 
that specific provisions must prevail over general provisions is ap- 
plicable in this instance. Section 301 (a) authorizes this Commission 
to prescribe accounting rules and regulations; requires “every licensee 
and public utility” to keep its accounts, records, and books in accord- 
ance therewith, and provides “that nothing in this Act shall relieve 
any public utility from keeping any accounts, memoranda, or records 
which such public utility may be required to keep by or under au- 
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thority of the laws of any State.”* Garrying out its responsibility 
under this section, in. an earnest effort to make effective the Congres- 
sional direction to establish uniformity in accounting in the electric 
field, the Commission has prescribed a uniform system of accounts. 
Obviously, Congress was cognizant of the fact that uniform and com- 
prehensive accounting information is not only desirable but a vital 
prerequisite to effective regulation of interstate commerce.* 

The Supreme Court of the United States has recognized that it 
would be impracticable for a Federal agency to limit accounting 
requirements to the interstate portion of a public utility’s business 
when it is also engaged in intrastate business: 


The objeet of requiring such accounts to be kept in a uniform way and to 
be open to the inspection of the Commission is not to enable it to regulate 
the affairs of the corporations not within its jurisdiction, but to be informed 
concerning the business methods of the corporations subject to the act that 
it may properly regulate such matters as are really within its jurisdiction. 
Ffirther, the requiring of information concerning a business is not regulation of 
that business. Jnterstate Commerce Commission v. Goodrich Transit Co., 224 
U. S. 194, 211 (1912). 


The Supreme Court has sustained the Federal Communication 
Commission’s system of accounts for interstate telephone utilities, 
which is similar in principle to the Federal Power Commission’s 
system of accounts for public utilities and licensees. American Tele- 
phone and Telegraph Co. v. United States, 299 U. 8. 232. 

In view of the provisions of the Federal Power Act and the de- 
cisions of the United States Supreme Court, there can be no doubt 


* Section 301 (a) of the Federal Power Act provides: “Every licensee and public utility 
shall make, keep, and preserve for such periods, such accounts, records of cost-accounting 
procedures, correspondence, memoranda, papers, books, and other records as the Commission 
may by rules and regulations prescribe as necessary or appropriate for purposes of the 
administration of this Act, including accounts, records. and memoranda of the generation, 
transmission, distribution, delivery, or sale of electric energy, the furnishing of services or 
facilities in connection therewith, and receipts and expenditures with respect to any of the 
foregoing : Provided, however, That nothing in this Act shall relieve any public utility 
from keeping any accounts, memoranda, or records which such public utility may be required 
to keep by or under authority of the laws of any State. The Commission may prescribe a 
system of accounts to be kept by licensees and public utilities and may classify such licensees 
and public utilities and prescribe a system of accounts for each class. The Commission, 
after notice and opportunity for hearing, may determine by order the accounts in which 
particular outlays and receipts shall be entered, charged, or credited. The burden of proof 
to justify every accounting entry questioned by the Commission shall be on the person 
making, authorizing, or requiring such entry, and the Commission may suspend a charge or 
credit pending submission of satisfactory proof in support thereof.” 

*See S. Rept. No. 621, p. 53, 74th Cong., Ist sess. (1935). See also H. Rept. No. 1318, 
pp. 30-31, 74th Cong., Ist sess. (1935). In the Senate report it is stated by the Committee 
on Interstate Commerce: “Section 301 requires * * * every public utility subject to 
the act to keep its accounts in the manner prescribed by the Commission ; it thus takes a 
long step in the direction of the uniform accounting which is so essential in the electric 
industry. The authority of the Commission over the accounts of companies under its juris- 
diction extends to the entire business of such companies, but there is an express provision 
that nothing in the act shall relieve any company from keeping such accounts as it is 
required to keep by a State commission or by any requirement of State law.” 
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about our authority to require the conipany to keep general corporate 
and other fundamental accounts and records covering its entire elec- 
tric utility business in conformance with the provisions of our system 
of accounts. Jn the Matter of Northern States Power Co., ante, 
p. 163. 


THE PRINCIPAL PROBLEMS 


There are four principal problems for determination in this pro- 
ceeding. Briefly stated, they are: 

(1) Whether the company may now reaccount for interest during 
construction and add to cost of plant amounts for interest during 
construction not previously charged ; 

(2) Whether the company may now reaccount for the administra- 
tive and general expenses previously charged to operating expenses 
and add a part thereof to its recorded plant cost ; 

(3) Whether the amount of $3,500,000 or any part thereof may be 
included in the company’s Account 301, Organization ; 

(4) The disposition of amounts in Account 107, Electric Plant 
Adjustments. 

The first two problems have certain features which are common in 
principle. It is claimed by the company that the reclassification re- 
quired by electric plant instruction 2-D of our system of accounts, 
is to be derived not by a reclassification of cost as recorded on the 
books of the company, but rather by a reaccounting of past expendi- 
tures. 

The reclassification required by electric plant instruction 2-D is 
just what it purports to be, ¢. e., a reclassification and not a reac- 
counting. 

The specific situation with respect to the general and administrative 
expenses, now sought to be included as a part of cost of plant, is 
as follows: In the company’s purported reclassification it has added to 
its recorded cost of plant the sum of $408,419.82,‘ representing the 
amount which it now claims should have been charged to electric 
plant for administrative and general expenses allocable to construc- 
tion during the years 1926 to 1936, inclusive. During this period a 
total of $899,109.84 was actually capitalized currently as administra- 
tive and general expenses applicable to electric plant. The amounts 
making up the total of $408,419.82 were regularly charged to operat- 
ing expenses during those years. 

With respect to interest during construction, the situation is that 
during the period beginning July 1, 1914, and ending December 31, 
1925, the company did not choose to capitalize all the interest during 

This amount was originally claimed as $780,922.75 in the company’s reclassification re- 


port filed with this Commission; subsequently it was reduced to $435,182.38 by exhibit No 
11, and changed again by the company’s witness to $408,419.82. 
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construction that might have been capitalized under the then con- 
trolling system of accounts. It did capitalize interest during con- 
struction on certain major construction work done in 1918 and 1919. 
It has now recomputed interest during construction for the afore- 
mentioned period to a total of $31,389.87° and seeks to add this 
amount to the recorded cost of its utility plant. This computation 
of interest is based upon the theoretical use of the company’s own 
funds and does not represent identifiable interest costs. 

The third problem embraces the $3,500,000 included by the company 
in Account 301, Organization, in its reclassification report, which is 
the present par value of the 100,000 shares of common stock issued to 
the promoters of the enterprise. In the joint report this common 
stock amount was identified as a write-up of electric plant and trans- 
ferred to Account 107, Electric Plant Adjustments, where it is subject 
to disposition as we may approve or direct. 

The fourth problem relates to the disposition of the $3,500,000 item, 
and a preferred stock selling expense item. 


THE CLAIMED ADDITION OF INTEREST DURING CONSTRUCTION 


From 1911, when the company was organized, to July 1, 1914, which 
was the date when regular operations were begun, the company cap- 
italized interest during construction on all of its construction expendi- 
tures. From the commencement of regular operations through 1925 
the company did not capitalize interest during construction except in 
connection with the construction of its Lincoln steam plant. Since. 
1925 the company has capitalized interest during construction.* It 
is evident that the company exercised a deliberate policy of not charg- 
ing to capital all the interest during construction that might have 
been charged during the period 1914-1925; that such choice repre- 
sented the exercise of proper accounting discretion at that time; that 
such choice was not an accounting error; and that it would be im- 
proper to permit the company now to add this item to the recorded 
cost of its property. 

It is not denied that had such interest during construction been re- 
corded as an element of cost at the time it was alleged to have been 
meurred, no question would now be raised as to its propriety. But 
this does not negate the principle that accounting records must not be 
impeached because of a change in the subsequent conception by ac- 


counting officials of the company as to what constituted cost for a 
prior period, 


*This amount was originally $34,959.79 in the company's reclassification report, but 
changed to $31,389.87 by the company’s witness. 

* That is, the company has followed the plan of capitalizing interest on all projects costing 
more than $1,000 and requiring more than 30 days to construct. 
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The company contends that inasmuch as the Commission’s system 
of accounts includes interest during construction as a component of 
construction cost, the failure to capitalize interest during construc- 
tion in the past must be deemed to be “an accounting error,” regard- 
less of what may have been the policy of the management at the time 
of the transactions. It cannot be asserted that any “accounting error” 
was involved in the choice of previous management not to capitalize 
interest during construction on much of the construction during this 
period. Such a choice was within the field of managerial discretion 
The deliberate choice not to record this allowable component of cost 
represented the manifestation of the management’s considered policy. 

The entire history of the company’s accounting practices with re- 
spect to the interest during construction shows the exercise of discretion 
by the management under the then controlling systems of accounts 
and the change from time to time in managerial policy. The practice 
of capitalizing interest on large projects, such as, the Lincoln steam 
plant, but ignoring it on small ones is not at all an unusual one or 
unique to thiscompany. Although the exercise of a different discretion 
might have been equally proper, there was nothing wrorg in the 
manner in which the company exercised its discretion with respect to 
capitalization of interest during construction during the period 
1914-1925. There is no “accounting error” to be corrected at this time. 

There is no fundamental accounting principle involved in the capi- 
talization of interest on the company’s own funds or the policy of 
noncapitalization of interest in whole or in part. Public accountants 
have no hesitancy in certifying to financial statements of industrial 
enterprises or public utilities where, as a matter of accounting or 
financial policy of management, interest during construction is not 
‘apitalized or is capitalized only in part. 

The company’s attempted reaccounting does not represent any re- 
classification of the company’s accounts. It is an attempt to construct 
a statement of cost of plant different from the recorded cost because of 
a change in the attitude of the company as to what should have been 
charged as cost 15 to 25 years ago. 

Despite the fact that electric plant instruction 2-B of the Com- 
mission’s system of accounts does not definitely prohibit the restate- 
ment of interest during construction in this case as it prohibits the 
restatement of amounts previously charged to operating expenses, 
there is nothing in the system which sanctions such recomputation. 
To permit, at this time, a reaccounting of costs during the period 
1914-1925 because the company now seeks to change its policy retro- 
actively would start us on the road to chaos in accounting. 

We have carefully considered the evidence offered and the argu- 
ments presented by the company. We are of the opinion that the 
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proposed reaccounting for interest during construction not only does 
violence to the intent and purpose of the Commission’s system of 
accounts but is directly contrary to sound regulatory procedure. Any 
other conclusion would permit retroactive accounting for indefinite 
periods in the past. Today’s accounting could be destroyed tomorrow, 
if such practices are condoned. Accounting carried out within the 
‘ange of allowable discretion under controlling systems of accounts 
and not in conflict with fundamental accounting principles should 
have an element of finality so that the regulatory process can function 
and the public, investors as well as consumers, be adequately protected. 
If we were to permit the reaccounting proposed by the company in 
this respect, we would be encouraging instability and frequent shifting 
in utility accounting. Impeachment of past proper accounting will 
not be sanctioned and the integrity of accounts must be maintained. 
The company seeks to add to recorded cost additional amounts which 
it had previously decided in the exercise of its allowable discretion 
were not a part of cost of plant. We find this to be improper and 
contrary to the reclassification requirements of our system of accounts. 


ADDITIONAL ADMINISTRATIVE AND GENERAL EXPENSES CLAIMED AS COST 
OF PLANT 


As we have pointed out, the company’s attempted reaccounting 
would add to the recorded cost of plant the sum of $408,419.82, repre- 
senting additional prorated general and administrative expenses for 
the years 1926 to 1936, inclusive. The amounts comprising this total 
were previously charged to operating expenses during this period. 
Such reaccounting is specifically forbidden by electric plant instrue- 
tion 2-B of the system of accounts, which reads: 


Itis * * * not intended that adjustments shall be made to record in elec- 
tric plant.accounts amounts previously charged to operating expenses in accord- 
ance with the uniform system of accounts in effect at the time or in accordance 
with the discretion of management as exercised under such uniform system of 
accounts. 

It is the contention of the company that either the Commission did 
not mean what it said in the foregoing instruction or that if such were 
the intent, the Commission’s uniform system of accounts in this respect 
is arbitrary and unreasonable. Under the systems of accounts gen- 
erally in effect in the past for electric utilities, and also under the pres- 
ent system, utility officials have been and are permitted considerable 
discretion in accounting for certain joint and other costs which cannot 
clearly be classified as plant costs or operating expenses. This is par- 
ticularly true as to those items which are subject to proration or alloca- 
tion. See section 3 of general instructions and definitions for fixed 
capital accounts of the superseded uniform classification of accounts 
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for electrical utilities prescribed by the Public Service Commission of 
Oregon which became effective January 1, 1925. 

It is undisputed that the company exercised its allowable discretion 
in its past accounting. The company states that its recorded book 
costs of plant do represent the accounting costs thereof, determined in 
accordance with what were then currently accepted principles of ac- 
counting. It further states that it is satisfied with its present recorded 
costs. The company admits that there is no difference between the 
elements of cost as contained in the applicable old and new systems of 
accounts. The company contends that it should be permitted to recast 
its plant accounts because of the increased significance of original cost 
or prudent investment in utility regulation. To achieve this objective, 
it is willing to impeach its past financial statements submitted to 
regulatory agencies, taxing authorities, investors and other persons in- 
terested in its affairs. Its officers now wish to exercise anew the dis- 
cretion properly exercised at the time, as to what constituted an 
operating or capital expenditure. They wish to exercise their discre- 
tion so as to show maximum charges to plant and minimum charges to 
income long after the income statements have served their purpose. 
The income account is fully as important as the plant account; under 
the scheme advocated by the company great doubt would always be 
cast upon both. 

The company claims that the cost of public utility plant is a fact not 
at all dependent upon any accounting practices. We know that the 
cost of any utility plant is the resultant of the allowable accounting 
discretion of the utility as exercised within the limit permitted by the 
system of accounts, but the utility having exercised such allowable 
discretion is thereafter bound by the cost resulting therefrom. Many 
expenditures made by a utility must be assigned, allocated, or prorated 
on the basis of judgment, to the various plant and operating accounts. 
The cost of plant is dependent upon those assignments, allocations, and 
prorations, just as operating expenses are dependent thereon. 

The company would impeach its records of the past, although ad- 
mitting they were kept in accordance with sound principles of ac- 
counting, by re-assigning, re-allocating, and re-prorating certain joint 
costs. It attempts to do so under the erroneous interpretation that 
this Commission’s system of accounts requires it. Our system of ac- 
counts prohibits rather than requires such reaccounting. To provide 
otherwise would be to destroy the usefulness of the system of accounts 
us a regulatory instrument. 

When items are charged to expense in accordance with sound prin- 
ciples and practices of accounting, they should remain in expenses 
and the Commission will not tolerate their restatement in plant ac- 
counts with the natural concomitant of an additional charge to expense 
as depreciation. If such a restatement as urged by the company in 
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this case were sanctioned, managerial discretion in matters of account- 
ing would have to be wholly circumscribed and precise, detail ac- 
counting prescribed for each item. 

A recent decision by the Illinois. Supreme Court, in the case of 
Peoples Gas Light & Coke Company v. Slattery, 373 Ill. 31,31 P. U. R. 
(N. S.) 193, 206 (1939), exposes the impropriety of that company’s 
similar attempt to capitalize administrative and general expenses 
which were formerly charged to operating expenses, thus: 


The original cost new, as shown by the company of the other physical property, 
is $111,330,067.67. There is no opposing proof upon this question. However, 
included in this amount is the sum of $1,957,753, of items which were charged to 
operating expenses. Most of the items were part of general expenses originally 
charged to operation and now allocated to construction. The inclusion of this 
item in cost of property in our opinion was error. 

The original cost of property for rate-making purposes may not be increased 
because of a change in the company’s policy with respect to charge items as 
between operation and construction. Knorville v. Knoxville Water Co. (1909), 
212 U. S. 1, 53 L. Ed. 371, 29 S. Ct. 148. In Lindheimer y. Illinois Bell Teleph. 
Co., supra, where amounts charged to operating expenses and charged to de 
preciation reserve were too high, the Company was not permitted to show, in 
fact, that part of such expenses went into the capital structure, the court, at 
p. 348 of 3 PUR (NS), saying: ‘ * * * if the amounts charged to operating 
expenses and credited to the account for depreciation reserve are excessive, to 
that extent subscribers for the telephone service are required to provide, in 
effect, capital contributions, not to make good losses incurred by the utility in 
the service rendered and thus to keep its investment unimpaired, but to secure 
additional plant and equipment upon which the utility expects a return.’ In 
Wheeling v. Natural Gas Co. (1934), 115 W. Va. 149, 5 PUR (NS) 471, 175 SE 
339, it is held that where overhead items of physical property were charged to 
operating expenses, they could not be changed into the capital account for rate- 
making purposes, because, while such expenses were being so charged, the rates 
were undoubtedly fixed and based upon their being a part of regular expenses. 
It seems clear that it is not proper to build up operating expenses and get the 
advantage of a rate authorized to cover them, and later change the method of 
accounting to include such excess items as a part of the investment of the com- 
pany, when, in reality, the money has been furnished by the customers of the 
Company. The original cost, to this extent, was excessive * * * 


The California Commission has enunciated the correct principle 
to be applied in this proceeding, in the case entitled Re Los Angeles Gas 
& Electric Corporation, P. U. R. 1933 E, 317, 323, as follows: 


* * *& 


The vice of what the company has here sought to do lies in its at- 
tempt to give a retrospective effect to a change in policy where the relationships 
¢stablished under the superseded policy cannot all be effected consistently, for 
while capital is thus increased the benefit of lessened operating charges over the 
years cannot be extended retroactively to the company’s consumers. 

What the company has here sought to accomplish is entirely wanting in 
equity. If sanctioned, it would cast doubt and uncertainty upon the reliability 
of utility accounting developed over many years under public supervision. If 
fixed capital accounts may be thus surcharged now they may be revised again 
in the future. Ideas of overhead percentages vary widely and vary from time 

324886—43— Vol. 2——25 
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to time. The element of judgment enters into their determination. A variation 
of but one percent in the amount of these involves a large amount in the total 
ef fixed capital. Should capital accountS be thus subject to change, energetic 
and astute valuation and other experts would ever be combing over utility 
accounts and effecting changes and revisions in the permanent records and fixed 
capital accounts would become as variable and shifting as the ideas of those in 
charge. In the complicated processes of regulation, involving not alone the 
fixation of rates but the supervision of security issues, it is highly important 
that permanent accounting records maintain a continuity and import a re 
liability which would not exist if subject to revision and change whenever new 
faces appeared in positions of influence in the management. 


In numerous other cases courts and commissions have considered 
it improper for public utilities to capitalize retroactively items which 
have been charged by election of management to operating expenses in 
the past.7. The Committee on Statistics and Accounts of the National 
Association of Railroad and Utilities Commissioners in its September 
20, 1940, “Statement Relating to the Original Cost and Reclassification 
of Utility Plant Pursuant to the Provisions of Uniform Systems of 
Accounts” (like our system), is in complete agreement with our 
conclusions on this subject. 

We find that the company’s attempt to add to plant costs adminis- 
trative and general expenses previously assigned to operations, not 
only violates the Commission’s system of accounts, and fails to con- 
form to sound principles of accounting, but likewise vitiates the prin- 
ciples of equity in relation to its consumers. The claimed additional 
administrative and general costs are therefore disallowed. 


TRANSFER OF $3,500,000 FROM ACCOUNT 301, ORGANIZATION, TO ACCOUNT 
107, ELECTRIC PLANT ADJUSTMENTS 


The Northwestern Electric Company was promoted by two finan- 
ciers from San Francisco, California, who were interested in a paper 
mill on the Columbia River east of Portland, Oregon. The promoters 
desired a water power site to develop electricity for the paper mill. 
The company was incorporated on January 7, 1911, and the promoters 
advanced about $175,000 to their agents to acquire power sites. On 
May 13, 1912, that money, with six percent interest, was repaid by 
Northwestern Electric Company to the promoters. 


™ Los Angeles Gas & Electric Company v. Railroad Commission, 58 F. (2d) 256, 260; Nat- 
ural Gas Company v. Public Service Commission, 95 W. Va. 557, 121 S. E. 716; Plainfield- 
Union Water Company v. Board of Public Utility Commissioners of New Jersey, 140 Atl. 
785, 786 (N. J., 8. Ct.) ; Elgin, Joliet € Eastern Railway Company, 84 I. C. C. 587, 592; Re 
Potomac Electric Power Company, P. U. R. 1917 D, 563, 604 (D. C. P. U. Comm.) ; Re Cen- 
tral Maine Power Company, P. U. R. 1918 C, 792, 796 (Maine P. U. Comm.) ; Re Indianapolis 
Water Company, P. U. R. 1919 A, 448, 470 (Ind. P. S. Comm.) ; Re Eaton Rapids, P. U. R. 
1922 D, 94, 103 (Mich. P. U. Comm.) ; Re Kootenai Power Company, P. U. R. 1924 EB, 831, 
833 (Idaho P. U. Comm.) ; Re Mondovi Telephone Company, P. U. R. 1938 B, 319, 321 (Wis. 
P. 8. Comm.) ; Re Yonkers Electric Light & Power Company, 6 P. U. R. (N. 8.) 132, 147 
(N. Y. Dept. P. 8S.) ; Illinois Commerce Commission vy. Commonwealth Edison Company, 15 
P. U. R. (N. 8.) 404, 405 (Ill. Commerce Comm.) ; Re Hawaiian Electric Co., Ltd., 33 
P. U. R. (N. 8.) 161, 165 (Haw. P. S. Comm.). 
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The company decided to enter the utility business in Portland and 
vicinity to utilize the power developed in excess of the paper mill's 
requirements. That the two promoters organized and controlled the 
company is undisputed. On May -14, 1911, the promoters had the 
board of trustees of Northwestern Electric Company issue 50,000 
shares of common stock to them or their nominees. On May 14, 1912, 
the promoters caused the trustees to increase the capital stock from 
50,000 shares of $100 par value to 100,000 shares of that par value, 
and to issue the additional shares to them or their nominees. The 
issue of the common stock was a disguised gift by the promoters to 
themselves, 

This $10,000,000 of common stock was not recorded on the com- 
pany’s books until January 31, 1914, when a charge was made to 
construction and a credit made to common capital stock. Although 
the company did not receive any land or water rights for its common 
stock, the $10,000,000 was entered in the plant ledger account entitled 
land and water rights. This entry was predicated upon the adoption 
of resolutions by the board of trustees that lands and rights were 
received by the company for its common stock. The company’s first 
report to the Oregon Commission, for the year ended June 30, 1914, 
included this $10,000,000 in the balance sheet account entitled cost 
of plant and equipment prior to July 1, 1914. This amount remained 
in Northwestern Electric Company’s reports to the Oregon and Wash- 
ington commissions as a part of the company’s landed fixed capital 
until 1932. The company now concedes that none of the toregoing 
accounting entries was in conformity with the facts. 

In 1933, the company transferred as of December 31, 1932, $9,600,000 
to miscellaneous nonoperating intangible capital, and $400,000 to the 
fixed capital account entitled organization. This transfer was related 
to the testimony of the company’s present secretary and chief account- 
ing officer before the Oregon Commission in a rate case, in which he 
stated that the common stock had a value of $400,000 as of July 1, 
1914, based upon the cash value of the two promoters’ services to the 
company. The Public Utilities Commissioner of Oregon did not 
accept this valuation.® 


* The Public Utilities Commissioner of Oregon stated on page 8 of P. U. C. Oregon Order 
No, 2228 (Ex. 76): “With respect to the item of $400,000, it is a purely theoretical estimate 
of the value, in excess of compensation received, of the services said to have been rendered 
by Messrs. Fleishhacker to the company before and for several years following its organiza- 
tion in 1911. It was made up by Mr. Patt, secretary of the company, in 1933. Mr. Platt 
entered the employ of the company in 1925, many years after the alleged services were 
rendered. The Fleishhackers made no charge to the company for these services and nothing 
was charged to fixed capital or operating expense therefor, either in the time the Fleish- 
hackers were in control of the company up to 1924 or thereafter, until 1933, when the theory 
Was advanced that a value of $400,000 should be put on these alleged services and this 
amount included in operating fixed capital. The testimony in support of this item is ob- 
viously too speculative and conjectural to justify its inclusion in operating fixed capital, 
and it is therefore eliminated therefrom and should be expunged from the books.” 
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On September 16, 1936, the company decreased the common stock 
par value from $100 to $35 a share, which reduced the book value 
by $6,500,000. This $6,500,000 was credited to the $9,600,000 in the 
account, miscellaneous nonoperating intangible capital, leaving $3,- 
100,000 in that account, and $400,000 in the organization account. 

As of December 31, 1936, $300,000 was transferred from the organi- 
zation account to miscellaneous nonoperating intangible capital, so 
that immediately prior to this Commission’s required reclassification 
$100,009 remained in the organization account and $3,400,000 in the 
miscellaneous nonoperating intangible capital account- 

In the company’s purported reclassification of electric plant ac- 
counts, which it filed with this Commission, the $3,400,000 in the 
miscellaneous nonoperating intangible capital account was transferred 
to Account 301, Organization, making a total of $3,500,000 par value 
ef common stock in that account. 

The company’s chief accounting officer attempted to support his 
estimate of $3,500,000 as the cash value of the 100,000 shares of com- 
mon stock as of July 1, 1914. He employed three indices of value. 
One index was the value of $22.50 a share for the 100,000 shares as of 
March 1, 1913, which was employed in 1934 as a basis for an income tax 
settlement by one of the promoters. Another index was the high 
quotation on the San Francisco Stock Exchange for this stock in 
1916 of $25.50 a share. The third index was the price of approxi- 
mately $50 a share paid in 1925 for the outstanding common stock by 
American Power & Light Company to obtain sole ownership. From 
all this, the company’s witness conjured $3,500,000 as his estimate of 
the cash value of the 100,000 shares of common stock as of July 1, 1914. 
This judgment estimate is without probative vaiue because it is not 
based upon the value of the consideration received by the company 
at the time the common stock was issued, and there is no reliable 
evidence in the record that any promoters’ services of demonstrable 
value or any other consideration was received by the company for its 
common stock. 

The real cost of all the property of the company at the time of the 
issuance of its common stock was represented by debt securities. 
This condition likewise prevailed on July 1, 1914, except for a small 
amount of preferred stock. Even today the company’s entire common 
stock is not represented by any assets received by the company in 
exchange for it. No electric plant was received in exchange for the 
common stock; hence, no amount in respect thereof should remain 
in the electric plant accounts. The issuance of this stock was 
manipulation. 

From the foregoing, we find that the $3,500,000 item is a write-up 
and was properly transferred to Account 107, Electric Plant Adjust- 
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ments, in the Joint Report and it should be entered in that account 
until disposed of as we shall direct. 


ACCOUNTING ADJUSTMENTS GONCEDED BY THE COMPANY 









































Interest on average cash balances and interest and taxes on con- 
struction material inventories—Northwestern Electric Company, in 
its reclassification report, attempted to add to the existing cost of plant 
as of December 31, 1936, an amount representing interest on average 
annual cash balances. To determine this theoretical element of origi- 
nal cost of utility plant, the company made a complex computation 
based upon the claim that for twenty-three years it maintained cash 
balances available for construction and that it was entitled to capitalize 
six percent interest on the average amount thereof for each of the 
years, Of the total amount claimed, $31,443.45 was prorated to the 
primary utility plant accounts in Account 100.1, Electric Plant in 
Service, and the remainder, amounting to $2,772.68, was prorated to the 
primary accounts in Account 108, Other Utility Plant (Steam 
Heating). 

As a theoretical component of original cost of utility plant, the 
company, in its reclassification study, claimed an addition to the cost 
of plant, as of December 31, 1936, of a large amount representing 
estimated interest and taxes on estimated construction material inven- 
tories for a period of twenty-one years. Of the total estimated interest 
and taxes, $238,220.52 was prorated to the primary accounts in Account 
100.1, Electric Plant in Service, and the remainder, $34,198.72, pro- 
rated to Account 108, Other Utility Plant (Steam Heating). 

Cash funds, and material and supply inventories, available for pur- 
poses of operation or construction, constitute components of working 
capital. It is not good practice to capitalize estimated carrying charges 
on working capital. The company now concedes the impropriety of 
the claimed adjustments and we hold the amounts thereof must be dis- 
allowed. We find that in the joint report the entire amounts of interest 
on average cash balances and interest and taxes on construction mate- 
rial inventories were properly transferred to Account 107, Electric 
Plant Adjustments. This transfer effects a cancellation of the pro- 
posed restatement. 

Jointly used property transferred to common utility plant account.— 
In the company’s reclassification study, only the costs of those facilities 
used for transmission and distribution of steam were entered in 
Account 108, Other Utility Plant (Steam Heating). The company 
places the cost of all production and general facilities used jointly by 
the steam heating and electric departments in Account 100.1, Electric 
Plant in Service. 
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In the joint report a total of $4,426,886.24 of jointly used facilities 
was properly transferred from Account 100.1, Electric Plant in Service, 
to the detailed plant accounts under Account 108, Other Utility Plant 
(Common). The compzny concedes and we find that adjustment of 
its jointly used property to be proper. 

Electric plant held for future use—The company’s reclassification 
report contained in Account 352, Station Equipment, the cost 
($6,612.92) of equipment in the Taylor Street substation which was 
not in service, but was held for future use. In the joint report this 
item was transferred to Account 100.4, Electric Plant Held For 
Future Use. We find this adjustment to be proper.- The company 
conceded the adjustment of this item. but claimed that there should 
be added certain restated overheads, which we have already found to 
be improper. 

Transfers within accownt 100.1, electric plant in service——In the 
joint report the cost of steel towers and fixtures on the Albina-Lincoln 
and Camas-Albina transmission lines was transferred from Account 
345, Poles and Fixtures, to Account 344, Towers and Fixtures. We 
find this adjustment to be proper. The company conceded this adjust- 
ment, but claimed that certain restated overheads should be added, 
which we have already found to be improper. 


DISPOSITION OF AMOUNTS IN ACCOUNT 107, ELECTRIC PLANT ADJUSTMENTS 


$3,500,000 Write-up—The company contends that it did not have 
notice that the disposition of any amounts reclassified in the joint 
report in Account 107, Electric Plant Adjustments, would be consid- 
ered in this proceeding. This contention of the company is without 
merit. The evidence clearly shows that the company fully under- 
stood prior to the hearing that the question of disposition was an 
issue. It was not until near the conclusion of the hearing, and after 
one of the Commission’s witnesses had testified without objection on 
the subject and had been cross-examined, that the company made the 
contention that the question of disposition was not included within 
the scope of the hearing. 

The company further contends it was not given the details of the 
proposed disposition either before, after or during the course of the 
hearing and was afforded no opportunity to submit evidence and 
argument thereon. This contention is unfounded, as is shown by the 
record in this proceeding. Witnesses for the Commission made defi- 
nite recommendations relative to the disposition of the unsupported 
amount of $3,500,000. Every opportunity was given the company to 
submit evidence, to cross-examine the Commission’s witnesses and to 
present argument on the subject. The company cannot now complain 
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that it did not receive a fair hearing merely because it did not choose 
to submit evidence, offer a plan of disposition, or argue the cause. 

As early as August 17, 1939, the Commission corresponded with the 
company and notified it that its three items of $3,500,000 for common 
stock, restated interest during construction, and restated administra- 
tive and general expense, were questioned as items constituting proper 
cost of utility plant. In that letter of August 17, 1939, the company 
was notified that the amount of $3,500,000 was improperly included 
in Account 301, Organization, and that it should be carried in Account 
107, Electric Plant Adjustments. It knew, therefore, that the three 
presently disputed items were questioned nearly a year before the 
date of the hearing. 

By letter dated May 1, 1940, transmitting the joint report, the 
company was “requested to submit a plan for disposing of the amount 
of $3,500,000 set forth on page 29 of the report under Account 107, 
Electric Plant Adjustments, and described as the par value of 100,000 
shares of the common capital stock” of the Northwestern Electric 
Company. The company has not submitted a plan of disposition. 

It is manifest that the company knew months in advance of the 
notice of hearing that if it failed to support the questioned $3,500,000 
common stock item the amount would be subject to disposition pursu- 
ant to the provisions of Account 107, Electric Plant Adjustments. 
Furthermore, in the company’s “motion to dismiss,” and in its sup- 
porting brief, it recognized that the disposition of amounts in Ac- 
count 107, Electric Plant Adjustments, was an issue in this case. 

The applicable provisions of Account 107, Electric Plant Adjust- 
ments, are: 

* * * Write-ups of electric plant prior to the effective date of this system 
of accounts shall be recorded herein. 

B. The amounts included in this account shall be classified in such manner 
as to show the nature of each amount included herein and shall be disposed of 
as the Commission may approve or direct. 

The provisions of Account 107 require the disposition of the amounts 
recorded in that account. The Commission would be justified, as a 
matter of proper accounting, in ordering, under the provisions of sec- 
tion 301 (a) of the Federal Power Act, the immediate charging off of 
the amount in question. After considering the financial history and 
present status of the company, as reflected in reports to stockholders 
and to this Commission, we are of the opinion that we should not order 
the amount to be charged off at once. 

The Securities and Exchange Commission, in its order® dated 
October 19, 1939, placed restrictions on the payment of dividends 
on the company’s stock. Under these restrictions, dividends are pro- 





* Holding Company Act Release No. 1760. 
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hibited on common and preferred stock, unless the company expends 
or accrues for maintenance and depreciation an amount equivalent 
to fifteen percent of the company’s gross operating revenues received 
from October 1, 1939, to the date of the proposed dividend pay- 
ment. In addition, dividends on the company’s common stock may 
be paid only from earnings accrued subsequent to September 30, 
1939. This latter restriction has the effect of impounding the com- 
pany’s earned surplus of $983,160.45 as of that date. 

Considering all relevant factors, we find that it is in the interest 
of consumers, investors and the public to direct the disposition of 
the $3,500,000 write-up by requiring the company to- apply all net 
income above preferred stock dividend requirements to the disposi- 
tion of the $3,500,000 in Account 107. This disposition, assuming 
adequate earnings, is the the equivalent of obtaining ultimately from 
the holders of the common stock (the holding company) a considera- 
tion of $3,500,000 for the stock. Certainly dividends should not be 
paid on the common stock until it has the equivalent of a paid-in value. 


PREFERRED STOCK SELLING EXPENSE 


The company reported in Account 107, $243,953.47, representing 
expenses incurred in connection with the sale of its preferred stock. 
In the joint report the staffs recommended that the preferred stock 
selling expense be transferred to Account 151, Capital Stock Expense. 
Our system of accounts provides that this account “shall include all 
expenses incurred in connection with the issuance and sale of capital 
stock which are not properly chargeable to electric plant Account 
301, Organization, and which have not been charged to Account 
414, Miscellaneous Debits to Surplus.” We find that the company’s 
preferred stock selling expense is properly includible in Account 151, 
Capital Stock Expense. 

Notwithstanding the company’s afterthought-contention that the 
disposition of the amounts in Account 107 was not an issue in this 
proceeding, the company by letter dated May 31, 1940, concurred in 
the disposition of the foregoing $243,953.47, as recommended in the 
joint report. 

Miscellaneous items erroneously charged to electric plant and re- 
classified in Account 107 by the company.—In the company’s reclassi- 
fication study it found that amounts totaling $77.27 had been er- 
roneously charged to the transmission land account. To correct these 
accounting errors the company properly transferred those amounts 
to Account 107, Electric Plant Adjustments. 

In the joint report the staffs recommended that the $77.27 be 
charged to Account 271, Earned Surplus. In the company’s letter 
of May 31, 1940, acknowledging receipt of the joint report, it con- 
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tends that the $77.27 should be disposed of by considering it a “de- 
layed item” and transferring it to operating expenses in conformity 
with general instruction 6 of the system of accounts. The amounts 
constituting the $77.27 are not “delayed items” as defined in the sys- 
tem of accounts, but genuine accounting errors. We find, therefore, 
that the proper disposition of the $77.27 is a transfer of that amount 
from Account 107 to Account 271, Earned Surplus. 


FINDINGS 


Based upon the evidence in this case, we make the following findings 
of fact: 

1. Northwestern Electric Company owns and operates facilities for 
the transmission of electric energy in interstate commerce and for the 
sale of electric energy at wholesale in interstate commerce, is engaged 
in the business of such transmission and sale, and is, therefore, a public 
utility subject to the jurisdiction of this Commission within the mean- 
ing of the Federal Power Act; 

2. ‘The company has not complied with the reclassification require- 
ments of this Commission’s uniform system of accounts in that it has 
erroneously included in Account 100.1, Electric Plant in Service: (a) 
The amount of $408,419.82, representing a restatement in plant accounts 
of administrative and general expenses charged to expense in the 
years 1926 to 1936, inclusive; (b) the amount of $31,389.87, represent- 
ing recomputation of interest during construction from 1914 through 
1925; (c) the amount of $3,500,000, representing a write-up of the 
plant account equal to and associated with the amount of common stock 
outstanding, which stock was issued without value having been re- 
ceived; (d) the amount of $31,443.45, representing assumed interest 
on average cash balances; and (e) the amount of $238,220.52, repre- 
senting assumed interest and taxes on the average materials and sup- 
plies held for construction ; 

3. The cost ($4,426,886.24) of the company’s production and gen- 
eral facilities, which are jointly used in rendering electric and steam 
heating service, should be included in Account 108, Other Utility Plant 
(Common) ; 

4. The cost ($6,612.92) of the company’s equipment, located in the 
Taylor Street substation, which is not presently in service, should be 
included in Account 100.4, Electric Plant Held for Future Use; 

5. The cost ($77,169.90) of the company’s steel towers and fixtures 
on the Albina-Lincoln and Camas-Albina transmission lines should be 
included in Account 344, Towers and Fixtures; 

6. The $3,500,000 write-up should be included in Account 107, and 
should be disposed of by applying thereto all annual net income, after 
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allowance for preferred stock dividend requirements, until the dis- 
position of the entire amount has been accomplished ; 

7. The company’s preferred stock selling expense in the amount of 
$243,953.47 should be included in Account 151, Capital Stock Expense; 

8. Miscellaneous items totalling $77.27, which the company errone- 
ously charged to electric plant, should be charged to Account 271, 
Earned Surplus. 

An appropriate order requiring the Northwestern Electric Company 
to adjust its books of account to conform with our opinion and findings 
will be issued. 

Leianp O1ps. 
Ciaupe L. Draper. 
Bast Manty. 
Joun W. Scorr. 
Crype L. Seavey. 


Order directing accounting entries in reclassification and disposition 
of amounts in account 107 


Northwestern Electric Company 


(IT-5642) 


Upon consideration of the previous orders in this proceeding, the 


evidence adduced of record, the briefs and other documents filed, and 
having on this date made and entered its opinion in this matter with 
findings, which we incorporate by reference as a part hereof ; 

The Commission orders: 


(1) That Northwestern Electric Company enter on its books not 


later than December 31, 1940, and as of December 31, 1936, the follow- 
ing reclassification journal entry: 


100. Electric plant: 
100.1. Electric plant in service: 
Intangible plant: Debit 
302. Franchises and consents___.-- $839. 71 
Hydraulic production plant: 
320. Land and land rights_____-____-_ 52, 49 
321. Structures and improvements_-_ 43, 57 
822. Reservoirs, dams, and water- 
GGG ai ciitdecctidcdkmewiid 1, 278, 934. 
323. Water wheels, turbines, and gen- 
POON cah icin: utprctinitcbipctcakes 99, 280. 
. Accessory electric equipment_-_ 106, 051. 
5. Miscellaneous power and plant 
equipment 9, 676. 
. Roads, railroads, and bridges_- 80, 431. 


1. 07 
3. 03 








w 


rT 










340. 
341. 


342. 







343. 
344. 
345. 
346. 









348. 


350. 







356. 
357. 






358. 
359.1. 
359.2. 
360. 
361. 











362. 


363. 


370.3. 
371.2. 







371.3. 


372. 











373. 
374. 
375. 
376. 


377. 
378. 
379. 






100.4. Electric 


100. Electric Plant: 
100.1. Electric plant in service—Continued. 
Transmission plant: 


107. Electric plant adjustments 


NORTHWESTERN ELECTRIC 


Land and land rights_.__ 
Clearing land and rights-of- 
Structures and improve- 

eee oe 
Station equipment_____-_--- 
Towers and fixtures________ 
Poles and fixtures______--~- 
Overhead conductors and de- 

VER am. cemtitibndndediinntnt 
Underground conductors and 

GOICOG nent Se... 


Distribution plant: 


Structures and improvements 
Station equipment___--_---- 
Poles, towers, and fixtures___ 
Overhead conductors and 

Govinee. a 
Underground conduit___.-__- 
Underground conductors and 

QW COR iciniinniccicn is 
Line transformers____---_--. 
Services—Overhead ______-- 
Services—Underground__-_--__ 
EON 5 sn clin naeceninemnes ica 
Installations on customers’ 
Leased property on custom- 

CO IR heiiteciinicdetin 
Street lighting and signal sys- 

tems 


General plant: 


Land and land rights—Stores_ 
Structures and  improve- 

ments—Transportation____ 
Structures and _ improve- 

ments—Stores_____-__- San 
Office furniture and equip- 

WS occinntarnanes 
Transportation equipment__- 
Stores equipment 
Shop equipment 
Laboratory equipment 


Tools and work equipment_-_ 
Communication equipment _-_ 
Miscellaneous equipment —._- 


Ui Micitematripsna tence deceased 
plant held for future use___- 


COMPANY 


$11, 300, 033. 96 


3, 744, 030. 74 










Debit Credit 
$159, 710. 99 


9, 358. 78 


21, 411. 84 
457, 160. 11 
77, 169. 90 
362, 935. 97 


361, 324. 10 
203, 195. 22 


64, 008. 36 
92, 768. 14 
1, 173, 748. 74 
1, 058, 599. 59 


1, 227, 592. 23 
781, 990. 40 


741, 086. 24 
886, 481. 33 
420, 786. 20 
364, 472. 56 
576, 078. 75 


8, 744. 62 
1, 043. 09 
165, 645. 58 
11, 611. 28 
5, 514. 71 
15, 535. 00 
13, 595. 50 
41, 661.13 
1, 024. 78 
220. 60 

44, 746. 06 
12, 600. 71 


16, 473. 44 
459. 36 


41, 616. 37 
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108. Other utility plant: 
Common utility plant: 
Intangible plant: 
301. Organization 
302. Franchises and consents___-_ 
308. Miscellaneous intangible 
plant 
Steam Production plant: 
810. Land and land rights 
311. Structures and improve- 
I vs innscecientiitet tennant 868, 387. 
312. Boiler plant equipment 1, 269, 838. 
814. Turbo-generator units__-_--~- 1, 116, 205. 
815. Accessory electric equipment_ 263, 929. 2 
316. Miscellaneous power plant 
equipment 105, 816. 
General plant: 
370.8. Land and land _ rights— 
71, 339. 
871.2. Structures and  Improve- 
ments—Transportation —.. 5, 227. 
871.3. Structures and  improve- 
ments—Stores _____-____. 166, 549. 
371.7. Structures and  improve- 
ments—Miscellaneous ___. 91. 
872. Office furniture and equip- 
128, 595. 
873. Transportation equipment___ 73, 921. 
374. Stores equipment 7, 835. 14 
375. Shop equipment 4 5, 871. 87 
377. Tools and work equipment___ 40, 527. 83 
379. Miscellaneous equipment___-. 4, 967. 14 


$4, 426, 886. 24 
Steam-heating plant in service: 
343. Transmission mains__..--__ 154, 893. 09 
354. Distribution mains 774, 776. 85 
359. Services 153, 689. 63 
360. Meters 75, 447. 62 
361. Installations on customers’ 
premises 84, 459. 31 


Total $1, 243, 266. 50 
Steam-heating-plant adjustments 
110. Other physical property 
126.2. Accounts receivable from associated inter- 


100.6. Electric plant in process of reclassification_ $21, 029, 369. 96 
250. Reserve for Depreciation of Electric Plant- 28. 55 


$21, 029, 398.51 $21, 029, 398. 51 
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(2) Northwestern Electric Company make the following disposi- 
tion of the amounts recorded in account 107, electric plant adjust- 
ments: 

(a) For each year, commencing with the calendar year 1940, it 
shall credit account 107, electric plant adjustments, and charge account 
414, miscellaneous debits to surplus, with a sum equal to its net income 
(account 400, credit balance transferred from income account) less 
its preferred stock dividend appropriations for each such calendar 
year until the amount of $3,500,000 shall have been entirely extin- 
guished. 

(5) Transfer by journal entry the sum of $243,953.47, on or before 
December 31, 1940, from account 107, electric plant adjustments, to 
account 151, capital stock expense. 

(c) Transfer by journal entry the sum of $77.27, on or before De- 
cember 31, 1940, from account 107, electric plant adjustments, to ac- 
count 271, earned surplus. 

(3) Northwestern Electric Company file with the Commission, on 
or before January 31, 1941, certified copies of the journal entries re- 
quired by paragraphs (1), (2b), and (2c), and also file certified copies 
of the journal entry required by paragraph (2a) on or before April 1, 
1941, and for each year thereafter, as required. 





IN THE MATTER OF 
MONTANA-DAKOTA UTILITIES COMPANY 
Application for Authority To Issue Securities 

IT-5664 
(Decided January 7, 1941) 


Syllabus 


1. Where the Commission finds that an applicant for authority under sec- 
tion 204 of the Federal Power Act to issue first-mortgage bonds has 
substantially complied with the intent of paragraph K, section 34.2, 
of the Commission’s rules and regulations requiring a public call for 
competitive underwriting bids in connection with an underwriting, that 
the underwriting discounts compared favorably with those on similar 
issues, and the sale of the securities will result in substantial interest 
savings to the applicant, held, that the proposed issue of securities 
will be compatible with the public interest. 

By THE CoMMISSION: 

This matter is before the Commission on the application of the 
Montana-Dakota Utilities Co. (hereinafter referred to as the “appli- 
cant”) for an order pursuant to section 204 of the Federal Power 
Act authorizing it to issue $10,000,000 of first-mortgage bonds. The 
application, filed December 17, 1940, fixed January 7, 1941, as the 
probable offering date, and requested that a public hearing be waived. 
Subsequently the applicant from time to time furnished additional 
and revised exhibits, data, and information to supplement and amend 
the application. 

Written notice of the application was given to the Public Service 
Commission of Wyoming, the Public Service Commission of North 
Dakota, the Public Utilities Commission of South Dakota, the Board 
of Railroad Commissioners of Montana, the Railroad and Warehouse 
Commission of Minnesota, and to the Governor of each of those 
States. Notice of the application was also published in the Federal 
Register on December 20, 1940, stating that any person desiring to 
be heard or to make any protest in reference to said application 
should file a petition or protest on or before December 26, 1940. No 
protest, petition, or request to be heard in opposition to the granting 
of the application has been received. On December 30, 1940, the 
Public Service Commission of North Dakota issued its finding of 
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fact, conclusion, and order granting an application for authority 
to issue’ the bonds. : 

On December 28, 1940, the applicant was advised that its application 
did not comply with the Commission’s rule requiring a showing that 
there had been a public call for competitive bids in connection with the 
underwriting and sale of the proposed bond issue, and notified the 
applicant of the necessity of complying with the rule. 

On January 2, 1941, the applicant filed an amendment to applica- 
tion and petition requesting that the Commission determine that there 
had been “substantial compliance” with the rule or, in the alternative, 
waive compliance. A statement of facts in support of the request 
was made in the amendment and petition. The original application 
and the amendment to application and petition are under oath. 

The bonds for which authorization is sought are described as fol- 
lows: 


$2,500,000 of first-mortgage 244% serial bonds, due May 1, 1942-1949, in 
principal amounts as follows: 


a Ds ik a pecs bb eee png ie bea 
EE a PE ecniniceprenecrlinres splice esha latipes hciaacsegiagiaatadin dina 280, 000 
BO Wee Ma nclece an sss cteinak-chaa bigetehtegent dbp orientate eanaicaiae iteds 295, 000 


ae 2) TO oi Bebe ese eS eo 305, 000 
May 1, 1946___-- a phloem tc eel SA ge ele clea ee 820, 000 
I ie aaa ae eal ee 330, 000 
Dei De BI i ieccinsni in nalecndas aaah soliibinanaslnnctbtgeaibitd 345, 000 
TIE 1 Tis na titittncntbncinp aimee 355, 000 





















OUT hh eis COL. git hemalgiecanadtad 2, 500, COO 








$7,500,000 of first-mortgage bonds, 314% series, due January 1, 1961, of which 
$4,500,000 are to be retired before maturity through the operation of a sinking 
fund providing for the retirement of bonds on or before dates and in principal 
amounts as follows: 








IE Fh TIN i Bcc prisms gone Geel spsmngttnddn Ramadan $355, 000 
Nie Bi Si aaiiiinctnttiketennteatierentianere hhenactabtilntiatenel 365, 000 
' SEINE iy Eisele toreetstcentenccneninecnnpeddiianigidnia aaa 375, 000 
Si nrc co rie derah onan geeachnesegnneienentaligtadanaie 385, 000 
Wire ih as sh a 395, 000 
BN Tha Mists rccicrnccice Dc aenebenencnnttiig mat amnaargael late 405, 000 
3 BRR Dy SOR phi teen d haters jens esis biboney blink 415, 000 
>, May 1, 1957_---- saci ileal tate cine i A 425, 000 
l May 1, 1958__._- snceheppbgitainineutpinmicagici ----- 440,000 
D May 1, 1959__._- abetted adhencecunt-aapciecamdatbaltuctnlae aes Se 469, 000 
: Wey 3 i ee a 480, 000 
0 Total__... aepiereenaecsiehovneldhiebaabicig i lethitelinaiteale-aiibeinisicde 4, 500, 000 
g The application stated that the bonds were to be underwritten by a, 
: group of underwriters headed by Blyth & Co., Inc., and Merrill Lynch, 
, 


E. A. Pierce & Cassatt. The underwriters would purchase the re- 
spective amounts underwritten by them at underwriting discounts, 
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below the public offering price, of 1% of the principal amount of the 
214% serial bonds, and 2% of the principal amount of the 314% 
bonds due 1961. The applicant would also reimburse the under- 
writers for their out-of-pocket expenses to the extent of $10,000. 

The 214% serial bonds are to be sold to the public at the following 
prices, respectively : 


Principal 
Due date: Amounts Price 


$270, 000 102. 41 
280, 000 103. 39 

295, 000 103. 2 
I a 305, 000 103. 08 
May 1, 1946 320, 000 102. 49 
May 1, 1917 330, 000 102. 19 
Te anata teri enn aetna gee ionic ie et aaplgmndd 345, 000 101. 67 
Misiy "3 100 2 cities BG Lies ES sais, 355, 000 101. 88 

The entire net proceeds from the sale of the bonds will be applied, 
together with cash funds of the applicant, to the redemption at 10414 
plus accrued interest of $10,000,000 of the applicant’s outstanding 
first-mortgage bonds, consisting of $8,800,000 first-mortgage sinking- 
fund bonds, 414% series, due 1954, and $1,200,000 of first-mortgage 
sinking-fund bonds, 414% series, due May 1, 1956. The applicant 
intends to charge to earned surplus the unamortized debt discount 
and expense and redemption premiums applicable to the bonds to 
be redeemed, 

The bonds are proposed to be issued under an indenture of mort- 
gage dated as of May 1, 1939, between the applicant and The New 
York Trust Company and A. C. Downing, trustee, a (first) supple- 
mental indenture dated as of May 1, 1940, a (second) supplemental 
indenture dated as of August 1, 1940, and a (third) supplemental 
indenture dated as of January 1, 1941, each between the same parties. 

Before passing to the substantive aspects of the application, a 
matter which calls for discussion here is the request that this Com- 
mission determine that there has been “substantial compliance” with 
its competitive bidding rule, or, in the alternative, waive com- 
pliance with the rule. 

Subparagraphs 4 and 5 of paragraph K of section 34.2 of the Com- 
mission’s Rules of Practice and Regulations (as amended by order 
No. 62, adopted May 23, 1939) require that an application under sec- 
tion 204 shall contain a statement as to the underwriters’ fees of— 

(4) Facts showing that the applicant has, in an adequate manner, publicly 
called for and has made appropriate and diligent effort to obtain competitive 
bids in connection with the underwriting and sale of the securities issued, 
which is the subject of the application, by publication or otherwise, and that 
the underwriter’s bid was not less favorable than that of any other bidder; or 


(5) Facts showing that such effort was without results, necessitating other 
methods of underwriting * * *. 
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An examination of the original application shows that the appli- 
cant company refrained from publicly calling for competitive bids 
by publication in connection with the proposed sale of securities, 
while its “amendment to application” states: “However, a competi- 
tive situation has, in fact, continuously existed and we have had 
frequent conversations with investment bankers, looking toward the 
refunding of our bonds * * *.” Moreover, the amended applica- 
tion indicates that the applicant, at least in a partial manner, has 
made some effort during the 30 months last past otherwise to obtain 
commitments from certain investment banking houses, in connection 
with its financing plan. 

It is regrettable that, through poor advice or otherwise, the ap- 
plicant has technically failed to fully comply with the requirements 
of our rules. Nevertheless, it is believed that under all the cir- 
cumstances existing herein, applicant has let it be known, although 
somewhat generally, that it was open to offers to handle its financing 
and thereby it has substantially fulfilled the intent of the rules. 

While one of the purposes of the rule is to guarantee the reason- 
ableness and propriety of the fees for the underwriter’s services by 
securing effective competition in connection therewith, it is not 
intended that it should act in a manner actually to penalize the 
company. 

Applicant urges that it believed that it had substantially com- 
plied with the rule “through its investigations and contacts with 
investment bankers likely to be interested in such financing.” It refers 
to the fact that each of its two previous security issues in 1940 were 
authorized by this Commission without the necessity for any showing 
of public call for competitive bids. 

In those cases the competitive-bidding rule did not apply because 
a private sale was involved and Blyth & Co., Inc., acted as agent 
and not as underwriter. The applicant’s last underwritten security 
issue was the bond and note issue authorized May 20, 1939, just 3 
days before the Commission’s adoption of the requirement for com- 
petitive bidding. The applicant may have assumed from the in- 
quiry made in the matter that the existence of an arm’s-length rela- 
tionship was the principal concern of the Commission in connection 
with underwriting contracts. 

The showing made by the applicant in the original application in 
the present matter indicates that some such preconception may ex- 
plain the applicant’s failure to appreciate the significance of the rule, 
as amended, notwithstanding the clear wording thereof. However 
mistaken its understanding, the applicant may be given the benefit 
of the doubt upon the circumstances shown, and be presumed to have 
acted in good faith and without deliberate intention to evade the 
324886—43—Vol. 226 
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requirements of the rule, and we so find. To conclude otherwise in 
the instant case upon all the facts before us, would appear to negate 
the possibility of this company’s refinancing upon a favorable basis. 

This finding rests upon a combination of a number of factors. And 
it should be clearly understood by the applicant and others coming 
within the scope of the rule here considered, that Commission action 
in the instant proceeding is not to be considered as a waiver of the 
requirements of paragraph K, section 34.2, of the rules and regula- 
tions issued by the Commission under the Federal Power Act. More- 
over, our action is not to be construed as an acquiescence in the method 
pursued or followed by the applicant herein, nor as béing indicative 
of future Commission action in matters involving the rules here 
dealt with. 

With respect to the merits of the application as amended, we are 
of the opinion that the terms of the proposed underwriting contract 
are reasonably favorable to the applicant. Looking first at the pub- 
lic-offering price, we note that it is proposed that the applicant’s 
314% bonds due 1961 be offered to the public by the under- 
writers at a price of not less than 103% of principal amount thereof. 
On the basis of such offering price, the approximate yield to maturity 
realizable by the purchasers will be 3.23%. Published average yields 
on various types of public-utility bonds of similar ratings to those 
assigned to the proposed 314% bonds are considerably in excess of 
the above rate. The applicant’s presently outstanding 444% bonds 
due 1954, which carry the same ratings as the proposed issue, are 
currently quoted at a price to yield 3.98% to maturity. 

The applicant’s 214% serial bonds are proposed to be offered to 
the public at prices resulting in approximate yields ranging from 
54% to 244% according to maturity. Such yields are substantially 
more favorable than these at which the applicant’s recent issue of 
unsecured serial notes due 1941—1950+ were sold, as demonstrated in 
the following comparison of corresponding maturities: 





| Percent yield to purchasers 


| 


| 
246% serial Unsecured 
bonds seria] notes 


——|—— 


. Percent Percen 
First maturity 0. 63 


Second maturity 1.00 
Third maturity 1.50 
Fourth maturity 1.75 
Fifth maturity. . _- 2.00 
Sixth maturity _. 2. 12 
Seventh and eighth maturity 2. 


go 99 2 po pop po 
SSSSSRS 


1 Authorized October 29, 1940. Docket No. IT—5651. 
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With respect to underwriting discounts, we note that the applicant 
proposes to issue and sell the $7,500,000 principal amount of its 314% 
bonds due 1961 to the underwriters at a discount of two points below 
the offering price to the public. Available data disclose no instance 
of a discount of less than 2% on natural-gas company bond issues 
publicly sold in 1939 and 1940, and but two such issues have been 
noted on which the discount was 2%. A discount of 2% was the 
minimum experienced on all bond issues of electric and gas utilities 
underwritten in 1939, and on the majority of such issues in 1940. 
All five issues in the latter year, on which the discount was less than 
2%, were electric utility bond issues. Of these five issues, only one 
was comparable in amount to the proposed $7,500,000, 344% bond 
issue of the applicant and in that instance the underwriters’ discount 
was 134%. 

It is noted that, based on the discount on the serial bonds discussed 
below, the average underwriters’ discount on the entire proposed issue 
of $10,000,000 is also 134%. 

The applicant proposes to issue and sell the $2,500,000 principal 
amount of its 214% serial bonds to underwriters at a discount of one 
point below the offering price to the public. Review of serial bond 
issues, including serial debentures, offered publicly in 1939 and 1940, 
discloses but one issue, several times larger in principal amount, on 
which the underwriters’ discount was less than 1% and in that in- 
stance the discount was 0.70%. 

There is no indication that the judgment of the applicant’s man- 
agement is dominated or overinfluenced by its underwriters. Since 
1934 the applicant has had compelling reason to familiarize itself 
independently with methods, means, and costs of financing. Its man- 
agement has had considerable experience with numerous underwriters 
and financial advisers. 

It is also noted that the applicant’s management has a substantial 
personal ownership interest in the company. Substantially all of the 
preferred and common stock is owned by persons resident in Minne- 
sota and Wisconsin and in the territory served by the applicant. 
Where management is intimately responsive to the interests of own- 
ership, a motive exists for protecting the interests of the company 
in dealing with underwirters which may not be found in other cases. 

We take these facts into account in considering the management’s 
judgment that the underwriters’ commissions are fair and reasonable, 
that more favorable terms or prices apparently could not have been 
obtained if a call for bids had been made by publication, and that a 
sale upon the terms and conditions set forth in our order will be in 
the best interests of the company. 
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Upon the record before us, therefore, we find that the proposed 
issue of securities will be compatible with the public interest. 

In addition to the findings included above, the Commission makes 
the following findings which do not appear to require discussion : 

(1) The applicant is a corporation organized and existing under 
and by virtue of the laws of the State of Delaware, and carries on 
electric and gas utility business in the States of Montana, North 
Dakota, and South Dakota and a gas utility business in the State 
of Wyoming. It has its principal business office in Minnesota. 

(2) The applicant owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric enérgy which is 
transmitted between the States of North Dakota and Montana, and 
consumed, by persons other than a transmitter thereof, at points 
outside the State from which it is transmitted. The applicant is, 
therefore, a public utility within the meaning of that term as used 
in section 204 of the Federal Power Act. 

(3) By the proposed issuance of bonds the applicant will issue 
securities within the meaning of that term as used in section 204 (a) 
of the Federal Power Act. 

(4) Of the States referred to in paragraph (1) above, only the 
State of North Dakota has any law under which the applicant’s se- 
curity issues are regulated by a State commission. The applicant 
is, therefore, not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission 
within the meaning of section 204 (f) of the Federal Power Act. 

(5) The applicant is not shown to be subject to requirements of 
the Public Utility Holding Company Act of 1935 or of a rule, regula- 
tion, or order thereunder, in respect of the proposed issuance of 
notes. 

(6) The proposed issue is not exempted by sections 204 (f) or 318 of 
the Federal Power Act from the requirements of section 204 (a) 
of that act. 

(7) The issuance of bonds as proposed will not result in the 
capitalization of the right to be a corporation or of any franchise, 
permit, or contract for consolidation, merger, or lease in excess of 
the amount (exclusive of any tax or annual charge) actually paid as 
the consideration for such right, franchise, permit, or contract. 

(8) The proposed issue and refunding will enable the applicant 
to effect a saving in interest amounting to approximately $140,000.00 
based on operations for the 12 months ended October 31, 1940. 

(9) The proposed issue is for a lawful object, within the corporate 
purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance 
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by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 
An order will issue in accordance with the foregoing opinion 
and findings. 
Lexanp O ps. 
Craups L. Draper. 
Bast. Manty. 
Joun W. Scorr. 
Crype L. Seavey. 


Order authorizing issuance of bonds 
Montana-Dakota Utilities Co. 
(IT-5664) 


Upon consideration of the record in the above-entitled matter, 
and having on this date made and entered its opinion in this matter 
with findings, hereby incorporated by reference as a part hereof, 
the Commission orders as follows: 

(A) The issue of $10,000,000.00 of the first-mortgage bonds referred 
to in the said opinion and findings is authorized upon the terms and 
conditions set forth in the application in this matter, as supplemented 
and amended, upon the following conditions: 

(i) The 344% bonds due 1961 shall be sold to the underwriters for 
not less than 101% of their principal amount and the underwriters’ 
commission or spread thereon shall in no event exceed 2% of their 
principal amount. 

(ii) The 214% serial bonds shall be sold to underwriters at not less 
than the following prices, respectively : 


Due date: Principal amount Price 


May 1, 1942.________ a ih bh lah $270, 000 $101. 41 
i ih ee iia 280, 000 102. 39 
ae le i he ele 295, 000 102. 20 
gE ee ee eee 102. 08 
i I i i Nea tn atte Oe ee 320, 000 101. 49 
Oi i I ia jie leat td patie bit Nien lt Nile 230, 000 101. 19 
Si Bi OU in 2 tare stati tiatsit itlesieicnatells __-. 345, 000 100. 67 
Das IN ii hain oli heal nl gi eal cil 355, 000 100. 88 


In no event shall the underwriters’ commission or spread on the 
214% serial bonds exceed 1% of the principal amount of such bonds. 
(B) The foregoing authorization is without prejudice to the au- 
thority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimates or determination of 
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costs, or any other matter whatsoever which may come before this 
Commission, or such other regulatory body, and nothing in this order 
shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed 
or asserted. 

(C) This authorization shall expire unless acted upon within 60 
days after the entry of this order. 

(D) The applicant shall report with reference to the subject mat- 
ter hereof as‘ required by the Commission’s rules of practice and 
regulations. 















































IN THE MATTER OF 


HARTFORD ELECTRIC LIGHT COMPANY 


Proceeding on an Order To Show Cause Why Respondent Failed To 
Comply With Order No, 42 Prescribing a Uniform System of Accounts 
and Subsequent Orders Calling for Submission of Cost Data 






IT-5560 
(Decided February 25, 1941) 
Syllabus 


1. Facilities between the connections on the generating company’s generators 
and a substation owned by an affiliated company immediately outside the 
generating plant, said substation together with its apparatus, trans- 
formers, suitable connections and switches, and a double-circuit trans- 
mission line extending into another state (also owned by said affiliated 
company) over which electric energy is sold for resale and almost in- 
stantaneously and directly transmitted to points outside the state, are 
facilities for the transmission and sale of electric energy in interstate 
commerce. P. 361. 

2. Section 201(a) of the Federal Power Act is only a declaration of policy 
and does not supplant express regulatory provisions of the Federal 
Power Act, or any regulations thereunder, such as those in reference 
to a uniform system of accounts, merely because similar regulation may 
be exercised by the states. P. 363. 

8. Sections 301(a) and 208(b) of the Federal Power Act are express statutory 
authority for Order No. 42 prescribing the Commission’s Uniform System 
of Accounts for Public Utilities and the subsequent orders requiring the 
filing of data and information relative to original cost of public utilities’ 
plant facilities. P. 363. 

4. Whether a company is a “public utility” within the definition of the Fed- 
eral Power Act is to be determined on the basis of what the company 
does and not on the basis of what its charter provides. P. 364. 

5. Where electric energy generated and sold by a company is transmitted 

directly and almost instantaneously from bushings on the wall of its 

generating plant through a substation formerly owned by said company, 
but now owned by an affiliated company, to points outside the state where 
it is consumed, the transmission and sale is interstate commerce and 
the fact that the voltage is changed as the energy passes through the 
transformers at the substation does not rob the flow of electricity of 





its interstate character, as there is no interruption in the transportation 
or the transmission of the electric energy, and the transformers are an 
integral part of the system by means of which the energy sold by the 
generating company is transmitted and resold for consumption in another 
state. P. 365. 
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6. The fact that the transmission is by facilities owned in part by the 
generating company and in part by another, a related company, or the 
fact that title to the energy is said to change at a point of delivery 
within the state, or that the related company is interposed as an inter- 
mediary in the sale, does not rob either the transmission or the sale of 
its interstate character. P. 365. 

7. The part of section 201(b) of the Federal Power Act excepting from the 
jurisdiction of the Federal Power Commission generating facilities, or 
facilities for local distribution, merely indicates the types of facilities 
without the ambit of the regulatory power of the Federal Power Com- 
mission, and has uo application to the facilities between the generators 
and the bushings on the wall of the steam generating plant of a company 
whose whole corporate organization, as well as its electrical facilities is 
used in the sale of electric energy in interstate commerce. P. 366. 

8. Where facilities in addition to being used for the transmission and sale 
for resale in interstate commerce were also used in generation and local 
distribution, there is no merit to the contention that said facilities are 
without the jurisdiction of the Commission. P. 367. 


E. Barrett Prettyman and Austin D. Barney for The Hartford Elec- 
tric Light Company. 
George E. Levings and Daryal A. Myse for the Commission. 


By tHe ComMMISsION : 
FINDINGS 


Upon consideration of the order issued to The Hartford Electric 
Light Company, hereinafter referred to as Hartford, to show cause 
why it failed to comply with Order No. 42 prescribing a uniform 
system of accounts for public utilities and with various subsequent 
orders requiring the filing of data and information relating to the 
original cost of Hartford’s plant facilities; and upon consideration 
of Hartford’s answer and all subsequent proceedings pertaining 
thereto, the Commission finds as follows: 

1. Hartford is a Connecticut corporation engaged in the business 
of generating, transmitting, distributing and selling electric energy 
in, and in the vicinity of, the city of Hartford, Connecticut. 

2. Hartford owns approximately 9.19% of the common stock of the 
Connecticut Power Company, the remainder of whose stock is widely 
distributed. Four of the eleven directors of Hartford are among the 
fourteen directors of the Connecticut Power Company. Two of its 
principal officers, including the president, are the same in both com- 
panies. 

3. Prior to the enactment of Part II of the Federal Power Act in 
1935, Hartford was a member of the Connecticut Valley Power Ex- 
change, hereinafter referred to as the Exchange. The membership 
of the Exchange consisted of Massachusetts and Connecticut com- 
panies and was formed and operated for the purpose of exchanging 
large amounts of electric energy at incremental cost, between and 
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among the companies in Massachusetts and Connecticut. Hartford, 
as a member of the Exchange, furnished and sold at wholesale to the 
Exchange large quantities of electric energy generated by it. Among 
the facilities employed by Hartford in this transmission and sale of 
electric energy were: 

(a) Facilities between the connections on its generators and a sub- 
station immediately outside its generating plant; 

(5) The substation together with the usual electric apparatus, trans- 
formers, suitable connections and switches; and 

(c) A double-circuit transmission line, owned and operated by the 
Connecticut Power Company, connecting the substation with the 
facilities of a Massachusetts member of the Exchange, 

The Connecticut Power Company was not a member of the Ex- 
change, and the wholesale transactions between Hartford and the 
Exchange were carried on directly, except that the transmission line 
of the Connecticut Power Company was used as the connecting link 
between Hartford and other members of the Exchange. 

4. In 1936 Hartford withdrew from the Exchange, the Connecticut 
Power Company became a member of the Exchange, and Hartford 
transferred to the Connecticut Power Company the facilities from the 
bushings on the wall of its generating plant to and including the sub- 
station, retaining the facilities between its generators and its bush- 
ings. Hartford then entered into a contract with Connecticut Power 
Company for the interchange of electric energy at wholesale at Hart- 
ford’s incremental cost of generation. 

The amount of energy sold by Hartford to Connecticut Power 
Company has exceeded the latter’s requirements in the State of Con- 
necticut, and such excess has been used by the latter company in con- 
nection with the operation of the Exchange. In this operation, electric 
energy generated by Hartford is transmitted across the Connecticut- 
Massachusetts State line for resale and consumption in Massachusetts. 
Thus, the energy has been interchanged by the members of the Ex- 
change in substantially the same manner as prior to the withdrawal 
of Hartford from the Exchange, except that the sales were carried 
on, not between Hartford and the Exchange directly, but through the 
Connecticut Power Company. 

So far as the physical facts are concerned, the interchange of elec- 
tric energy in the normal course of business between Hartford’s 
steam electric generating systems and the hydroelectric generating sys- 
tems of the Massachusetts members of the Exchange has been main- 
tained in the same manner as it was prior to the withdrawal of 
Hartford from membership in the Exchange. 

5. The transmission of electric energy from Hartford’s generators 
to the Massachusetts members of the Exchange is direct and almost 
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instantaneous. Among the facilities owned and operated by Hartford 
and used in the sale at wholesale and in the transmission of electric 
energy are the facilities from the connections on its generators to the 
bushings on the wall of its steam generating plant. In this transmis- 
sion, the voltage of the guiding system is changed by means of trans- 
formers in the Connecticut Power Company’s substation, and the con- 
duction current is correspondingly changed, but this does not change 
the fact that the facilities owned and operated by Hartford are used 
in the transmission and sale of electric energy between Hartford and 
the Massachusetts members of the Exchange. 

6. On June 16, 1936, the Commission issued Order No. 42 prescrib- 
ing a uniform system of accounts for public utilities and licensees, 
effective January 1, 1937. This included electric plant accounts in- 
struction 2-D which required submission of proposed entries not later 
than January 1, 1939. On May 11, 1937, the Commission issued an 
order directing all public utilities to submit specified data, statements, 
and information relating to original cost and related matters, sup- 
plemental to the information required in electric plant accounts in- 
struction 2-D. These orders were served upon Hartford, but 
Hartford has failed to comply. 


OPINION 


On July 14, 1939, this Commission issued an order directing The 
Hartford Electric Light Company to show cause why it had failed to 
comply with Order No. 42, and with various subsequent orders requir- 
ing the filing of specific data and information. relating to the original 
cost of its plant facilities. Hartford filed answers in which it claimed 
among other things that it was not subject to our requirements because 
(1) it is subject to complete regulation by the State of Connecticut, 
including accounting regulation; (2) assuming that the state regula- 
tion does not exclude regulation by this Commission, it is not a “public 
utility” within the meaning of the Federal Power Act; and (3) as- 
suming that it is a public utility, the facilities which it uses in the 
transmission and sale of electric energy are generating facilities or 
facilities for local distribution and, therefore, are exempt from our 
jurisdiction. We think these contentions are without merit. 

Hartford, in support of its first contention, relies on section 201 (a)* 
of the Act which contains a declaration of policy that Federal regula- 


1 Section 201 (a) of the Federal Power Act provides: “(a) It is hereby declared that the 
business of transmitting and selling electric energy for ultimate distribution to the public 
is affected with a public interest, ard that Federal regulation of matters relating to genera- 
tion to the extent provided in this Part and the Part next following and of that part of such 
business which consists of the transmission of electric energy in interstate commerce and 
the sale of such energy at wholesale in interstate commerce is necessary in the public inter- 
est, such Federal regulation, however, to extend only to those matters which are not subject 
to regulation by the States.” 
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tion over public utilities shall “extend only to those matters which are 
not subject to regulation by the States.” It argues that, since the 
State of Connecticut may regulate Hartford’s accounting practices, 
our regulations are excluded. 

Section 201 (a) of the Act, it must be noted, is only a declaration of 
policy, and does not supplant the express regulatory provisions of the 
statute. As a declaration of policy, it may be a guide-post in the 
exercise of administrative discretion. But the reasonable import of 
the section cannot be construed to mean that it eliminates any regu- 
lation prescribed in Parts IT and III of the Federal Power Act merely 
because such regulation may be exercised by the states. 

“Matters which are not subject to regulation by the States” may 
mean matters which are beyond the constitutional power of the States, 
or matters which the States do not in fact regulate. If the phrase 
is taken in its former meaning, then it may well be said that there is 
hardly a provision in the Federal Power Act which does not, to some 
extent, come within the constitutional powers of the States. If the 
phrase is taken in its latter meaning, then the provisions of Parts II 
and III of the Act would have application only in those States and 
only to those matters as to which the States have not exercised their 
powers; in other words, the Federal Power Act would not be a statute 
of general application throughout the United States, but a means of 
local regulation. Except where otherwise specifically provided,? Con- 
gressional legislation must be regarded as regulation of general appli- 
cation. Thus, if section 201 (a) should be interpreted to mean that 
it supersedes the express regulatory ‘provisions in the statute, two 
conclusions are inescapable. Either the entire statute becomes a nul- 
lity, or the statute becomes one of indeterminate local application. 
Either result is absurd. It must therefore be concluded that the 
declaration of policy in section 201 (a) does not supplant the express 
statutory provisions. 

The orders in question were issued under sections 301 (a) and 208 of 
the Federal Power Act. Section 301 (a) authorizes us to prescribe a 
uniform system of accounts for public utilities within the meaning of 
the Act, and to prescribe such rules and regulations as may be neces- 
sary or appropriate for purposes of the administration of this Act, 
“including accounts, records, and memoranda of the generation, trans- 
mission, distribution, delivery, or sale of electric energy, the furnish- 
ing of service or facilities in connecton therewith, and receipts and ex- 
penditures with respect to any of the foregoing.” It would appear 
that this section would have been sufficient authority, not only for our 


*Some of the provisions in the Federal Power Act are expressly made applicable only 
where there is no regulation by the States. See, for example, section 10 (e), with respect 
to expropriation of excessive profits; section 19, with respect to rates chargeable by 
licensees ; section 204 (f), with respect to isstance of securities. 
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Order No. 42, but also for the subsequent orders referred to in our rule 
to show cause. However, section 208 (b) of the Act in express terms 
requires every public utility, upon request, to file an inventory of all or 
any part of its property and a statement of the original cost thereof. 
Thus, there is also express statutory authority for the order of May 11, 
1937. 

Proper accounting is, of course, necessary as a basis for regulation 
of both interstate and intrastate matters. Under section 301 (a) of the 
Federal Power Act, public utilities engaged in interstate commerce 
are subject to our accounting regulations. Hartford, as a public util- 
ity engaged both in interstate and intrastate commerce, is subject to 
our accounting orders, just as an interstate carrier which is also en- 
gaged in intrastate commerce is subject to the accounting orders of the 
Interstate Commerce Commission. 

There is, however, one important difference. Unlike the accounting 
provisions in the Interstate Commerce Act,’ section 301 (a) prescribes 
“that nothing in this Act shall relieve any public utility from keeping 
any accounts, memoranda, or records which such public utility may be 
required to keep by or under the authority of the laws of any State.” 
Obviously, by this language Congress expressly recognized that public 
utilities may be subject to both state and Federal regulation. It pro- 
vided that the Federal regulation shall not be a bar to state regulation, 
but it certainly did not provide or intend that state regulation shall be 
a bar to Federal regulation. Jn the Matter of Northern States Power 
Uo., ante, p. 168. 

As a basis for its second contention, Hartford claims that it is not 
a “public utility” within the meaning of the Federal Power Act 
because it does not, and under the terms of its charter it cannot, 
transact business in interstate commerce. The question whether 
Hartford may, under its charter, engage in interstate commerce is 
irrelevant to this proceeding. Our regulatory jurisdiction is not 
invoked by what Hartford’s charter provides, but by what Hartford 
does. Zerminal Taxicab Co. v. Kutz, 241 U. S. 252, 253-4. 

It is pertinent to consider, therefore, whether Hartford is in fact 
engaged in interstate commerce. The record clearly shows that part 
of the electric energy which Hartford sells is ultimately consumed in 
Massachusetts, but the company maintains that neither the transmis- 
sion nor the sale is interstate, because the voltage of the guiding sys- 
tem or of the energy is changed as it passes through the transformers 
in the Connecticut Power Company’s substation. Hartford claims 
that a transformation or processing takes place which results in the 
transmission and resale of a product by the Connecticut Power Com- 


*In I. 0. C. v. Gootrich Transit Co., 224 U. S. 194, 211-12, it was held that section 20 of 
the Interstate Commerce Act authorized the Commission, in its discretion, “to require a 


uniform system of accounting, and to prohibit other methods of accounting than those which 
the Commission may prescribe” (p. 215). 
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pany different from the product generated and sold by Hartford to 
the same company. 

We think the contention is untenable. Electric energy is capacity 
for doing work by means of an electrical system; a cause is generated 
at one point and simultaneously an effect noted at another. What- 
ever changes may take place, the fact remains that it is electric 
energy that enters the transformers at the substation and electric 
energy that emerges therefrom. There is no interruption in the 
tfansportation or transmission of the electric energy, and the trans- 
formers are an integral part of the system by means of which the 
energy sold by Hartford is transmitted to and resold for consump- 
tion in Massachusetts. 

The company relies on South Carolina Power Co. v. Tax Commis- 
sion, 52 F. (2d) 515, as authority to the contrary. We have no 
difficulty in distinguishing that case. There the question was whether 
a state could constitutionally impose a tax on electric energy which 
had been imported from another state. Here the question is whether 
the Federal government may exercise its regulatory power over per- 
sons transmitting or selling electric energy from one state to another. 
The state taxing power is limited by the commerce clause only if 
the tax burdens or discriminates against interstate commerce,‘ it does 
not follow that the Federal regulatory power begins only where the 
state taxing power ends. 

Upon the facts found herein, we are of the opinion that the energy 
generated by Hartford in Connecticut is transmitted and consumed in 
another state and that electric and other facilities owned and oper- 
ated by Hartford are used in the transmission and sale of this energy. 
These are transmissions and sales at wholesale in interstate com- 
merce.’ Jexas & New Orleans R. Co. v. Sabine Tram Co., 227 U.S. 
111, 123-6, Public Utilities Commission vy. Attleboro Steam and Elee- 
tric Co., 273 U. S. 83, 86. The fact that the transmission is by 
facilities owned in part by Hartford and in part by another, a related 
company, or the fact that the title to the energy is said to change at a 
point of delivery within the state, or that the Connecticut Power 
Company is interposed as an intermediary in the sale, does not rob 
either the transmission or the sale of its interstate character. Tewas 
v. Eastern Texas R. Co., 258 U. 8. 204; United States v. Rock Royal 
Cooperative, Inc., 307 U. S. 533. See also Currin v. Wallace, 306 
U. S. 1; Mulford vy. Smith, 307 U. S. 38. 

Finally, Hartford urges, in support of its third contention, that even 
if it were engaged in the transmission and sale of electric energy in 
interstate commerce, it is exempt from our jurisdiction under section 





* Bast Ohio Gas Co. v. Taw Commission, 283 U. 8. 465; Utah Power and Light Co. v. 
Pfost, 286 U. 8S. 165, 178. 


5 Section 201 (c) provides that “electric energy shall be held to be transmitted in inter- 
state commerce if transmitted from a State and consumed at a point outside thereof.” 
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201 (b)* of the Act, because the electrical facilities are in the nature 
of generating facilities or facilities used for local distribution. It 
argues that under section 201 (e) of the Federal Power Act, a public 
utility is defined as “any person who owns or operates facilities sub- 
ject to the jurisdiction of the Commission” ; that under section 201 (b) 
generating and local distribution facilities are excluded from our 
jurisdiction; that the facilities between the generators and the bush- 
ings on the wall of its steam generating plant are facilities used for 
generation and local distribution of electric energy; ergo, these fa- 
cilities are not within our jurisdiction and, therefore, Hartford is 
not a public utility within the meaning of the Act. 

We cannot accept these contentions of Hartford, because: 

First. Clearly, the facilities in question are not used for local dis- 
tribution, nor are the facilities between the generators and the bush- 
ings on the wall of the steam generating plant used for generating 
electric energy. 

Second. These physical facilities are only some, but by no means 
all, of the facilities used in the sale of electric energy. ‘The entire 
corporate organization of Hartford, its contracts, its books of account, 
its instrumentalities for billing and collecting, as well as its electric 
facilities, are used in the sale of electric energy in interstate commerce. 

Third. Hartford’s contention is wrong in its analysis of Section 
201 (b) of the Act. The first sentence of this section sets forth the 
scope of the operation of the Act, namely, that its provisions shall apply 
to the transmission of electric energy in interstate commerce and to 
the sale of electric energy at wholesale in interstate commerce. The 
first clause in the second sentence defines our jurisdiction over facilities. 
It is an all-inclusive provision to the effect that our jurisdiction shall 
extend over all facilities for transmission or sale of electric energy in 
interstate commerce. The second clause of the second sentence indi- 
cates the types of facilities which are without the ambit of our regu- 
latory power, but this is not an all-inclusive provision. ‘This excep- 
tion to our jurisdiction is itself subject to a further exception, to wit: 
“except as specifically provided in this Part and the Part next fol- 
lowing.” In other words, section 201 (b), after defining the scope of 
our regulatory power and jurisdiction, provides that, in respect of 


* Section 201 (b) provides: “(b) The provisions of this Part shall apply to the transmis- 
sion of electric energy in interstate commerce and to the sale of electric energy at wholesale 
in interstate commerce, but shall not apply to any other sale of electric energy or deprive a 
State or State commission of its lawful authority now exercised over the exportation of 
hydroelectric energy which is transmitted across a State line. The Commission shall have 
jurisdiction over all facilities for such transmission or sale of electric energy, but shall not 
have jurisdiction, except as specifically provided in this Part and the Part next following, 
over facilities used for the generation of electric energy or over facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate commerce, or over 
facilities for the transmission of electric energy consumed wholly by the transmitter.” 
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certain types of facilities, we shall not exercise our regulatory powers, 
except as provided in Parts IT and III of the Act. 

The object of this provision was to limit the extent of regulation 
we may exercise in respect of generation or local distribution facilities; 
but there are some forms of regulation which we are given specific 
authority to exercise in respect of generation and local distribution 
facilities, subject only to limitations found in the Act itself. For 
example, under section 207, we may require that adequate interstate 
service be rendered. This authorizes us to require that electric energy 
be generated. We may thus exercise regulatory control over generation 
facilities, however, subject to the limitation in that section that we 
may not require the enlargement of such facilities. 

There are also some provisions of the Act, notably sections 301 (a) 
and 208, under which were issued the orders pertinent to this case, 
which vest regulatory powers in us, applicable alike to generation, 
transmission, distribution, and other types of facilities. As we have 
indicated, section 301 (a) requires public utilities to keep books of 
account, in the manner prescribed by us “including accounts, records 
and memoranda of the generation, transmission, distribution, delivery 
and sale of electric energy.” Here generation and distribution are sub- 
ject to the same regulatory power as are transmission, delivery and 
sale. Likewise, section 208, as we indicated, requires every public 
utility, upon request, to file an inventory of “all or any part of its 
property,” and a statement of the original cost thereof. This, of 
course, includes generation and distribution facilities, as well as any 
other facilities. 

Therefore, assuming that the facilities in question in this case, in 
addition to being used for transmission and sale in interstate commerce, 
were also used in generation and local distribution, there would still 
be no merit in the contention that they are facilities without our 
jurisdiction and that, therefore, Hartford is not a public utility within 
the meaning of the Act. 


CONCLUSION 


In view of the above, it must be concluded that Hartford is a public 
utility within the meaning of the Federal Power Act and that it must 
comply with Order No. 42 and the subsequent orders referred to in 
our order to show cause. 

An order will be entered accordingly. 


LELAND OLps. 
Ciaupe L. Draper. 
Bastz Man ty. 
Joun W. Scorr. 
Crype L. Seavey. 
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Order requiring compliance with order No. 42 and orders supplemental 
thereto 


The Hartford Electric Light Company 
(IT-5560) 


Upon consideration of the rule to show cause issued by this Com- 
mission on July 14, 1939, requiring The Hartford Electric Light Com- 
pany to show cause why it had failed to comply with Order No. 42 
and with various subsequent orders requiring the filing of specific 
data and information relating to the original cost of its electric plant 
facilities; upon consideration of the answers filed, the evidence and 
arguments adduced, the briefs filed, the Commission, for the facts 
found and reasons set forth in its opinion in this matter, filed this 
day, and by reference made a part hereof, orders: 

(1) That the Hartford Electric Light Company be and it is hereby 
required to comply with Order No. 42 and with the various orders of 
the Commission relating to the filing of data and information by 
“public utilities” within the meaning of the Federal Power Act; 

(2) That the Hartford Electric Light Company shall, within 90 days 
from the date of this order, file with the Commission the data and 
information required by electric plant accounts instruction 2—-D of 


the uniform system of accounts and the Commission’s order of May 
11, 1937. 





IN THE MATTER OF 


NORTHWESTERN ELECTRIC COMPANY 
PACIFIC POWER & LIGHT COMPANY 
PORTLAND GENERAL ELECTRIC COMPANY 
PUGET SOUND POWER & LIGHT COMPANY 
WASHINGTON WATER POWER COMPANY 


Investigation Instituted by the Federal Power Commission on Its Own 
Order Into Accounting Disposition of Expenditures by Certain Public 
Utilities 

IT-5647 


(Decided February 27, 1941) 


Syllabus 


1. On an investigation instituted by the Federal Power Commission on its 
own motion into the accounting disposition of expenditures by certain 
public utilities to further their own political and legislative interests and 
to influence public opinion, approximately one-half of such expenditures 
were found to be charged to operating expenses or the cost of rendering 
Service to electric consumers, despite the fact that such expenditures 
were obviously not made for the benefit of such consumers. P. 371. 

2. The Federal Power Commission disapproves and condemns as disregard- 
ing the fundamentals of good accounting and violating the uniform 
system of accounts prescribed by the Federal Power Commission, the 
following expenditures of certain of the public utilities under investiga- 
tion which were charged to operating expenses: 

(a) The subsidizing of “front” organizations to campaign and promote 
political and legislative activities favorable to the utilities. P. 372. 

(b) The repayment of a loan made by a committee of employees of 
said public utilities for such political activities. P. 373. 

(c) Salaries of regular employees of the public utilities who devoted 
their time in conducting a systematic house-to-house bell-ringing cam- 
paign devoted to political issues, without substitutes for their regular 
work. P. 373. 

(d) Payments to former opponents of the public utilities subsequently 
hired by such utilities. P. 374. 

(e) Payments made directly or indirectly through purported civic 
associations financed by such utilities to prominent citizens purporting to 
act for unbiased civic organizations. P. 374. 

(f) Payments to dominated publications; and payments to the press 
and radio constituting indirect subsidies to organs of public opinion. 
P. 375. 

(g) The cost of contesting solely for the benefit of stockholders a 
PUD condemnation suit. P. 376. 
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3. The Commission will issue orders deemed requisite in connection with 
accounting entries disclosed by the record covering expenditures for 
political, legislative, and other purposes; and also promulgate such 
regulations relating thereto as may be done within the limits of the 
statutory authority of the Commission. P. 377. 

Lowell P. Mickelwait and Ferd. J. Schaaf for Puget Sound Power 
& Light Company. 

John A. Laing and Henry 8. Gray for Pacific Power & Light 
Company and Northwestern Electric Company. 

Alan G. Paine for Washington Water Power Company. 

Cassius Peck for Portland General Electric Company. 

Lambert McAllister, Chas. V. Shannon and Wm. B. Spohn for 
the Federal Power Commission. 

Don G. Abel for the Department of Public Service of the State 
of Washington. 

Harry A. Bowen for the Attorney General of the State of Wash- 
ington. 

Ormond R. Bean and Joseph Kennedy for the Department of 
Public Service of the State of Oregon. 


By THE CoMMISSION : 


Memorandum OPINION 
I. NATURE OF THE INVESTIGATION 


The Federal Power Commission by its order dated October 4, 
1940, instituted an investigation into the accounting disposition of 
expenditures for political purposes by Northwestern Electric Com- 
pany, Pacific Power & Light Company, Portland General Electric 
Company, Puget Sound Power & Light Company and Washington 
Water Power Company.’ Hearings were held in Seattle and Spo- 
kane, Washington, Portland, Oregon, and Los Angeles, California. 
The testimony taken between October 14 and December 20, 1940, 
covers 5,295 pages and is supplemented by 282 exhibits. 


II. LARGE POLITICAL EXPENDITURES BY UTILITIES 


The investigation shows that these five electric utilities (respond- 
ents), during the period 1935-1940, expended large sums of money 
to further their political and legislative interests and to influence 
public opinion. The following tabulation depicts in summary fash- 
ion the various amounts discovered to have been expended by re- 
spondents during the period under inquiry: 
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Puget Sound Power & Light Co 


hme ein cecececeeee} $75,813.55 $76, 217.51 | $152, 031. 06 
















Washington Water Power Co__........-.- SF ndiipidetiopensiiiamae ome 261, 423. 55 67, 781. 50 329, 205. 05 
ee ree TA oo. cctmwcndcsackliccciciacdéibenanbs 167, 996. 42 28, 419. 75 196, 416. 17 
Northwestern Electric Co___.....--.-- i Cnibuintiendeaceaatiatieeadiaeniie | 121, £90. 03 15, 677. 87 137, 267. 90 
Portiend: General Biectric Co..................-.............- | 163, $29. 52 58, 766. 81 222, 596. 33 

Wate sigs te eel ee ete ho ee ee | 790,623.07 | 246,863.44 | 1,037, 516.51 





Ill. SUBSTANTIAL PART OF POLITICAL EXPENDITURES CHARGED TO CON- 
SUMER’S COST OF SERVICE 














Approximately one-half of these political expenditures were 
charged by the utilities to their operating expenses, that is, to the cost 
of rendering service to electric consumers. This was done in spite of 
the fact that the expenditures were obviously not made for the bene- 
fit of such consumers. The rest of the expenditures were charged to 
surplus accounts and were not reflected in the cost of service. The 
details of such charges so far as available are set out in the appendix 
to the tria] examiner’s report which is issued herewith, 








IV. PROPER ACCOUNTING PRACTICES WERE VIOLATED. INCOMPLETE, MIS- 
LEADING, AND FALSE RECORDS WERE MAINTAINED 



















The investigation disclosed that the accounting practices followed 
by these utilities, individually and collectively, were neither consistent 
nor uniform, that they disregarded the fundamentals of good account- 
ing, and violated the uniform system of accounts prescribed by the 
Federal Power Commission. 

Accounting records relating to political activities and expenditures 
therefor, were meager and inadequate. Vouchers covering such ex- 
penditures were misleading and, in some cases, deliberately false. 

Records were not maintained to show the time consumed or ex- 
penses incurred by employees on political and -legislative matters or 
on efforts to mold and influence public opinion.’ 

Expense accounts of employees, officers and other paid workers were 
abused to hide political and legislative expenditures. For example, 
William H. Ude, an official of the Washington Water Power Company, 
charged $485 for a multi-signature telegram in opposition to the 
Wheeler-Rayburn bill to operating expenses through his personal ex- 
pense account. The keeping of expense accounts by Charles M. San- 
ford, secretary and political agent of the Pacific Power & Light Com- 
pany and Northwestern Electric Company, became such a travesty 








1With the exception that the Portland General Electric Company records show this 
information for 1940. 
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that the companies eventually cancelled his obligation to account for 
$2,850. Although there was thus no proper accounting for the use of 
these funds, the entire amount was charged to operating expenses. 
Through these means the operating expenses of the utilities were 
burdened with the cost of hiring indirectly individuals not other- 
wise identified with the utilities, with the payment of their expenses, 
hotel bills, etc. and with the financing of many other activities. 


V. UTILITIES MADE LARGE INDIRECT CONCEALED POLITICAL EXPENDITURES 


Many political expenditures were made indirectly to conceal the 
fact that they were being made by the utilities. Chairman of the 
Board and former President Franklin T, Griffith of the Portland 
General Electric Company frankly admitted this. The extent and 
nature of these activities were concealed until the present investiga- 
tion brought them to light. To the public they purported to be the 
activities of disinterested organizations and citizens rendering advice 
for the public weal. In fact, they were actually subsidized partisan 
activities. 

Various “front” organizations were provided with funds to cam- 
paign and promote political and legislative activities favorable to the 
utilities. The Washington State Taxpayers Association was of this 
character, and during the 28 months ending with November 1940, re- 
ceived $115,000 from the utilities, substantially more than half of its 
revenues. During 1940 this association, in turn, advanced some 
$48,000 to the “Let the People Vote League” to support Initiative 139, 
a measure designed to cripple public power districts in the State of 
Washington. All the revenue of the Let the People Vote League came 
from this source. 

There were many other allegedly disinterested organizations financed 
in large part by respondents in Oregon and Washington. Some of 
the principal ones, in addition to the Washington State Taxpayers 
Association and the Let the People Vote League, were: Washington 
Bureau of Governmental Research, Washington Business and In- 
vestors, Spokane Taxpayers Economy League, Oregon Business and 
Tax Research, Inc., Oregon Tax Fax, Inc., Oregon Tax Review Pub- 
lishing Company, and many other so-called citizens’ committees and 
local groups. 

Typical of the public deception was the fact that the Washington 
State Taxpayers Association, far from being the independent public- 
spirited organization its name implied, was used as a tool of the 
utilities for their political purposes. For example, the Taxpayers As- 
sociation, along with F. H. Young and the Washington Business and 
Investors, was used by the Pacific Power & Light Company and 
Northwestern Electric Company as a vehicle by which funds paid 
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out by these utilities were conveyed to the United States National 
Bank in Portland, Oregon, to repay a debt of $48,000 ($46,000 plus 
interest) incurred by sixty of the companies’ higher-paid employees 
in financing the political activities of the companies. 


VI. EMPLOYEES’ COMMITTEES AND PRETENDED USE OF EMPLOYEES’ FUNDS 





Employees’ committees supporting the utilities’ political activities 
were directed and financed by the utilities. Sixty of the higher-paid 
employees of the Northwestern and Pacific companies, referred to 
above, formed a committee known as the Northwestern-Pacific Em- 
ployees Protective Committee. The committee never functioned as 
such, although the employees in question posted notes equal to their 
salaries for two months with the United States National Bank of 
Portland and secured a loan of $46,000. 

The work of the committee and its funds were handled by Charles 
M. Sanford, political agent for the companies, in a devious series 
of check and cash transactions. 

When the political campaign was over the companies bailed out 
their employee “protectors” and did it with the aid of their organiza- 
tional “fronts” by a series of financial transactions based upon falsified 
vouchers. 











VII. BELL-RINGERS—CARD INDEXES OF VOTERS 


COMPANY TIME 


USE OF EMPLOYEES ON 























The utilities conducted systematic house-to-house bell-ringing cam- 
paigns through employees schooled for the purpose. For example, 
in the fall campaign of 1940, the Washington Water Power Company 
used 196 employees, approximately one-eighth of its sixteen hundred 
employees, in full time doorbell-ringing campaign, in attempts to 
defeat PUD proposals in three districts which it served, and to pro- 
cure passage of Initiative 139. 

An elaborate card system was developed showing house numbers, 
residents of voting age, names of registered voters, persons inter- 
viewed, their position on the PUD proposals, and other information 
which might have a bearing on power campaign issues. The areas 
to be canvassed were systematically organized, and crew leaders desig- 
nated to whom the campaign workers reported daily. 

The employees worked early and late and they were paid overtime 
at union rates. Expenses were provided and transportation fur- 
nished. Mileage was allowed for personally owned automobiles used, 
The record shows that Washington Water Power spent $173,499.60 to 
carry on such campaigns—practically all within the last three years. 
Such expenditures were described in the books and records of the 
company as “Customer Information Programs.” Washington Water 
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Power spent $21,512.31 to school its employees in campaign issues. 
The expense incurred in this regard was described on the company 
books and records as “Employees Education Program.” 

Even when expenditures of the character described were charged 
to the “Customer Information Programs” and the “Employees Edu- 
cation Program,” the charges were not complete because the salary of 
individuals so engaged were not charged to the programs if during 
absence from their regular jobs no one was hired specially to do their 
work. While most of the reported items charged to the “Programs” 
were not charged to operating expenses, the salaries of politically 
active employees who had no substitutes during such activity were 
charged to operating expenses. 

Portland General Electric Company and Northwestern Electric 
Company, the latter aided by Pacific Power & Light Company em- 
ployees, carried on a similar campaign during the Portland PUD 
campaign of 1940, 

Political expenses were constantly charged to consumer’s cost of 
service through the use of employees on company time for political 
activity. All the officers of the utilities questioned in the investiga- 
tion admitted that they engaged in political activites—speakng, con- 
ferences, lobbying and the like—on company time. The use of many 
other employees on company time was disclosed. 


VIII. FORMER UTILITY OPPONENTS INDIRECTLY PUT ON PAY ROLL 


Former opponents of the utilities were hired by respondents and 
their compensation charged to operating expenses. For example, 
Washington Water Power Company, Pacific Power & Light Company 
and Northwestern Electric Company, units in the Electric Bond and 
Share group, paid Joseph C. Cheney, a Yakima attorney and former 
advocate of public power, $5,515.75 indirectly through Laing & Gray, 
counsel for Northwestern and Pacific, to support certain of their 
political activities. Of the $5,515.75, $300 was advanced in cash to 
Cheney by Charles M. Sanford, secretary and political agent for 
Pacific and Northwestern. Laing and Gray billed the three com- 
panies for the total amount and deposited $300 to Sanford’s bank 
account to reimburse him for the amount advanced to Cheney. Laing 
and Gray also purchased two cashier’s checks from the United States 
National Bank of Portland payable to Cheney for $2,715.75 and $2,500, 
respectively, so that Cheney could conceal the source of this income. 


IX. UTILITIES MADE SECRET PAYMENTS TO PROMINENT CITIZENS 


Prominent citizens in the Northwest were paid by these utilities, or 
through purportedly civic organizations financed by respondents, for 
political activities favorable to the utilities. Connection of these citi- 
zens with respondents was not made known so that such individuals 
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appeared to give disinterested advice to the electorate. For example, 
in one instance Portland General Electric, through the expense ac- 
counts of Franklin T. Griffith, its-president, paid over to the late 
George T. Brodie, a former United States minister to Finland and 
Siam, large sums of money to be spent, as Griffith intimated, where it 
would do the most good. 

There were many other instances where individuals, well known 
and respected in their community, were paid to carry the torch for 
the private utilities. Among these, Joseph C. Cheney’s activities 
have already been recounted. N. C. Richards, a local attorney in 
Yakima, was paid for his services in opposing the formation of a 
PUD in that area in 1936, 1938, and 1940. He received a total of 
$3,750 in all. Owen Clark, a Yakima attorney, was secretary of 
Richard’s committee in 1940 and received $500 salary. The commit- 
tee itself received $12,499.10 from Pacific Power & Light Company. 
Irving Bounds, another Yakima attorney, received $1,600 from the 
same company during 1938 and 1939 for his activity against PUDs. 
E. J. Barnes, a Yakima real estate dealer, was frequently employed 
by Sanford and in the 1938 campaign against PUD in that area 
received $2,788 for organizing and heading up a group of citizens 
called “Small Home Owners Committee” to oppose the formation 
ofa PUD. 

After the 1939 PUD campaign in Wasco County, Oregon, Pacific 
Power & Light Company paid $1,000 to L. J. Kelly of The Dalles 
(a director of Oregon Business and Tax Research, Inc.), who was 
chairman of a special committee to oppose the PUD. 

A. J. Peters, a real estate operator in King County, Washington, 
was induced by an officer of Puget Sound Power & Light Company 
to organize a committee known as “Rural King County Committee” 
in 1938. Puget Sound Power & Light Company assisted Peters in 
securing $3,000 from Washington State Taxpayers Association to 
finance his activities and also provide speakers for Peters’ campaign 
meetings. Peters received $250 for his services. Again, in 1940, 
Peters was provided with $900 direct from the company for his 
“committee.” He admitted that in 1940 he himself constituted the 
only member of the committee. From time to time Fred Adams, a 
former member of the legislature, was hired directly or indirectly 
by the utilities for work in the Spokane area. 

Numerous other individuals were hired and made use of by the 
utilities in like manner. 


X. THE USE OF DOMINATED PUBLICATIONS 


The circulation of publications whose policy was dominated by 
the utilities was increased at the utilities’ expense. For example, the 
“Washington Taxpayer,” a monthly magazine of the Washington 
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State Taxpayers Association, increased its circulation from 60,000 
to 440,000 copies during the 1940 campaign. 


XI. ATTEMPTS TO INFLUENCE THE PRESS AND RADIO 


Extensive advertising and radio programs were featured by the 
utilities during political campaigns, thus providing indirect sub- 
sidies to the organs of public opinion. Kinsey M. Robinson, presi- 
dent of the Washington Water Power Company, boasted that 90% 
of the newspapers in the territory served by his company favored the 
point of view which he advocated in utility matters. 

Many of these definitely political advertising and radio programs 
were charged to operating expenses. For example, “advertisements 
with reference to PUD’s and related matters” during 1940, “adver- 
tisements re condemnation elections,” and political advertisements 
entitled “Where Do We Go From Here?” and the like, were charged 
to Account 787 to which only charges for promotion of sales of 
electric energy should have been made. 


XII. EXPENDITURES BY THE UTILITIES IN CONDEMNATION SUITS IMPROPERLY 
CHARGED TO COST OF SERVICE 


Of particular significance in this regard is the fact that Puget 
Sound Power & Light Company, to and including December 381, 1940, 


and in addition to the amounts expended by’ that utility as shown 
in section ITI of this opinion, spent in excess of $670,000 in contesting 
the Whatcom County PUD condemnation suit and charged all such 
expenditures to operating expenses, contrary to the uniform system 
of accounts prescribed by the Federal Power Commission, and not- 
withstanding the fact that all such expenditures were for the sole bene- 
fit of the stockholders of the company. 

Extravagant expenditures in such proceedings are unwarranted. 
That principle is very clearly recognized by the Supreme Court of the 
United States in Smith v. I. C. C., 245 U. S. 33, 46 (1917), where the 
Court definitely stated that a utility “may not * * * use its funds 
and its power in opposition to the policies of government.” 


XIII. UTILITIES INTEND TO CONTINUE IN 1941 THE PRACTICES DESCRIBED 
ABOVE 


Because of the revelations of the Commission’s investigation, the 
Commission thought it advisable on February 4, 1941, to ask infor- 
mation of the respondent utilities as to their current and intended ex- , 
penditures and accounting practices for 1941. All the respondent util- 
ities have replied except the Puget Sound Power & Light Company, 
which has stated its intention to respond not later than March 
1, 1941. 
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The replies received indicate that all the utilities intend to con- 
tinue many of the practices before described and to make substan- 
tial charges to the cost of customer’s service for such expenditures. 

The Washington Water Power Company in its report states that 
it intends to contribute $8,000 to the Washington State Taxpayers 
Association and $7,000 to the Spokane Chamber of Commerce, the 
latter item to be charged to operating expenses, 

In addition to these expenditures, the Washington Water Power 
Company states that in the present municipal ownership election in 
Spokane, Washington, it expects to expend $43,000 more. Of this, 
$23,000 will be paid to employees in opposing the municipal power 
ordinance. However, this will not cover the time of officers and 
other employees whose jobs are not filled while they are out cam- 
paigning. The company also states it will spend further sums of 
$10,750 for advertising in newspapers and on billboards, $1,500 for 
radio talks, $5,000 for printing and $2,750 for miscellaneous expenses. 

The fact that the company’s actual expenditures to influence public 
opinion, uncovered by this investigation, exceeded more than twelve 
times over those which the company was originally willing to admit 
suggests that the proposed expenditures for 1941 may well be ex- 
ceeded by a wide margin. 

The Commission will hereafter issue orders deemed requisite in 


connection with accounting entries disclosed by the record and promul- 


gate such regulations relating thereto as may be done within the 
limits of our statutory authority. 
LELAND O ps. 
Criaupe L, Draper. 
Basu, Many. 
Cryve L, Seavey. 


CONCURRING OPINION 
q.. ‘ Cc r 9s ° 
—COTT, ( OM MISSIONER, concurring: 


I concur in the action and general conclusion of the Commission. 
In addition thereto, however, my examination of the record de- 
veloped in this investigation impels me to discuss further a situation 
which, in my opinion, strikes at the very roots of our democratic form 
of government. 

The companies investigated were created under franchises of the 
State, to engage in the public service, a business afiected with a public 
interest. The very essence of their right to exist is a contract, with 
the sovereign people that, in consideration of receiving a virtual 
monopoly, they shall devote their property to a public use in fur- 
nishing essential utility services. The utility companies subject to 
this inquiry are Public service corporations. They “exercise a sort of 
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public office, and have duties to perform in which the public is in- 
terested.” They were granted no authority to participate in political 
matters and were not created for the purpose of moulding public 
opinion. 

Chief Justice Waite, speaking for the Supreme Court of the United 
States, as far back as 1877, in Munn v. Illinois (94 U.S. 118, 24 L. Ed. 
77), stated that: 


when, therefore, one devotes his property to a use in which the public has an 
interest, he, in effect, grants to the public an interest in that use, and must submit 
to be controlled by the public for the common good, to the extent of the interest 
he has thus created. 

The activities of these companies, disclosed by the record, show no 
willingness to permit the sovereign citizenship of the areas in which 
they operate to maintain by normal democratic processes the choice of 
the means of providing for themselves essential utility services, 
Through the expenditures and subversive activities of these companies 
the strength gained from nursing at the public breast was used to 
strike at the very heart of the continuance of free elections by free 
people in the determination of great public issues. The record dis- 
closes that by subterfuge these companies sought to pollute the politi- 
cal process of free choice at public elections. Funds obtained from 
the consuming public have been lavishly expended to prevent the people 
from obtaining electric energy through publicly or cooperatively con- 
trolled organizations. The companies arrogated to themselves the 
right to defeat, if possible, the choice by the people of using other 
instrumentalities than company owned facilities to supply their re- 
quirements for electric energy. 

With respect to such multi-purpose, public projects as those at 
Bonneville Dam and Grand Coulee Dam, the record discloses that the 
companies have continued to resist their development and utilization 
by the public, long after the will of the people has been expressed 
through their duly elected representatives in Congress. With other 
so-called private utility interests these companies have engaged in ac- 
tivities constituting economic warfare against such public instrumen- 
talities created by the people through the duly and regularly conducted 
democratic processes of the ballot and election. 

If activities such as the record discloses, defying the will of the 
public, are permitted to continue, the people may be prevented from 
obtaining the full benefits of cheap electric*energy nade available to 
them by the Bonneville and Grand Coulee dams. 

The public has invested millions of dollars in these great projects, 
not for the purpose of increasing the profits of the private utilities, but 
to provide cheap electric energy for consumers generally. Not only 
is this public purpose threatened by the utilities’ activities, but the 
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great public investment itself is endangered. To make accounting 
entries or adjustments in the books of the utility companies is no solu- 
tion of the basic problem posed by the record in this matter. The 
important thing is the adequate protection of the inherent right of the 
people to make economic and social progress and to permit them to 
utilize and enjoy a great natural resource. 

To accomplish these ends Congress may wish to notice the facts dis- 
closed by this record and consider the necessity for appropriate action 
to protect the public investment and principles involved. 





IN THE MATTER OF 


BELLOWS FALLS HYDRO-ELECTRIC CORPORATION 
and 
CONNECTICUT RIVER POWER COMPANY 


Proceeding Initiated by the Federal Power Commission Under Section 
4 (g) of the Federal Power Act To Investigate and To Determine the 
Legal Status of the Respondent’s Project on the Connecticut River 
Near Bellows Falls, Vermont 


IT-5584 
(Decided March 4, 1941) 
Syllabus 


1. Both prior and subsequent to improvements, the Connecticut River, in- 
cluding the part on which respondent’s project is located, has been used 
in the transportation of persons and property from one state to another 
and for transshipment and sale of such property in foreign commerce. 
P. 383.- 

2. Evidence in an investigation instituted by the Commission under section 
4 (g) of the Federal Power Act of actual commercial navigation from 
colonial to recent times is held sufficient to establish that the Con- 
necticut River from its mouth up to and beyond Bellows Falls, Vermont, 
has been used for the transportation of persons or property in interstate 
commerce and hence is navigable water of the United States, making it 
unnecessary to pass upon the evidence in the record as to suitability of 
the river for navigation, in terms of its physical characteristics, either 
in its natural or improved condition, or other matters developed in the 
record which are necessary only if the stream is not navigable water of 
the United States. P. 384. 

8. The evidence established that the project affected the navigable capacity 
of the Connecticut River at places where it was presently deemed 
definitely navigable and that the project otherwise affected interstate 
commerce through the transmission of electric energy. P. 384. 

4. Applying the legal criteria as established by the decision of the Supreme 
Court of the United States in the New River case for determining 
whether a stream constitutes navigable water of the United States 
within the meaning of the Federal Power Act, the Commission found 
the Connecticut River to be navigable water of the United States up to 
and beyond Bellows Falls, Vermont. P. 385. 

5. The exception in section 23 (b) of the Federal Power Act of construction, 
operation, or maintenance of any project in any of the navigable waters 
of the United States under a permit or valid existing right-of-way granted 
prior to June 10, 1920, does not mean a state permit but a Federal permit 
granted before June 10, 1920. P. 386. 
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6. What should be considered as parts of the project property and what 
should be the other terms and conditions of the license are proper sub- 
jects to be considered when an application for a license is filed, and not 
in an investigation under section 4 (g) of the Federal Power Act. 
P. 387. 

Claude R. Branch, Charles O. Pengra, Thomas J. Davis, Jr., and 

Walter S. Fenton, for the respondents. 

Howard FE. Wahrenbrock and Willard W. Gatchell for the Fed- 
eral Power Commission, 


By THE CoMMISSION: 
FINDINGS 





Upon consideration of the order of September 22, 1939, issued by 
this Commission, to investigate and determine the status of a hydro- 
electric project maintained and operated by the Bellows Falls Hydro- 
Electric Corporation (hereinafter referred to as respondent), and 
upon consideration of the respondent’s answer thereto, the hearings 
held and arguments submitted, the Commission finds as follows: 

(1) The respondent is a Vermont corporation which was chartered 
in 1792 as “the Company for Rendering Connecticut River Navigable 
by Bellows Falls.” By the terms of the act of incorporation, Ver- 
mont granted to the respondent the exclusive privilege of construct- 
ing locks at Bellows Falls. At about the same time, the incorpora- 
tors of the Vermont corporation were also incorporated under a sub- 
stantially similar name in New Hampshire. (This corporation will 
hereinafter be referred to as the New Hampshire Corporation.) 

(2) The New Hampshire Corporation was granted by the State 
legislature the right to erect a dam on the Connecticut River and 
to divert water therefrom out of New Hampshire, through a small 
tract of land in Vermont, and back into the river in New Hampshire. 
(The various structures, as originally constructed and as subsequently 
reconstructed will hereinafter be referred to as the project.) The 
act of incorporation provided that the project should be so con- 
structed as not to hinder the free passage of fish, that it should be 
kept in constant repair, and that the tolls to be charged should not 
exceed certain specified amounts. 

(3) The respondent and the New Hampshire Corporation con- 
structed the project and operated it for purposes of navigation up 
to some time between 1857 and 1868, when its use for purposes of 
navigation was discontinued. 

(4) As early as 1802, some water was taken from the canal for the 
purpose of developing power; and when the navigation use of the 
project was discontinued, all the water diverted was used for develop- 
ing power. Neither the diversion of the water for power purposes, 
nor the abandonment of the project for purposes of navigation, was 
authorized by New Hampshire. 
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(5) From the time of its abandonment for navigation use until 
1926, the project was at various times reconstructed and used for 
the development, transmission, and utilization of power across, along, 
or in the Connecticut River. No Act of Congress authorized the con- 
struction, nor was there approval of the construction plans by the 
Secretary of War or by the Chief of Engineers. 

(6) In 1927, the Public Service Commission of New Hampshire 
authorized the respondent to reconstruct and raise the crest of the 
dam at Bellows Falls. The respondent and the New Hampshire 
Corporation then constructed its present hydroelectric project, con- 
sisting of a dam across the Connecticut River at a location close to 
that of the previous dam, a reservoir, and a large canal located in 
approximately the same position as the former canal, a power house, 
containing three 17,000 kva generators each driven by a water tur- 
bine rated at 20,000 horsepower on a sixty-foot head, and appur- 
tenant facilities. During the construction, various excavations‘ and 
fills were made and a concrete diversion wall was erected in the bed 
of the Connecticut River, and transmission lines were constructed 
across the river. All these constructions were without any author- 
ity from Congress, or any other Federal authority, and particularly 
without a license under the Federal Water Power Act. 

(7) These project works have been and are being maintained and 
operated by the respondent. 

(8) The Connecticut River is an interstate stream, some 400 miles 
long, originating near the northern part of New Hampshire. After 
flowing for some distance in the State of New Hampshire, the river, 
at mile 360, flows southward as a boundary stream between the States 
of Vermont and New Hampshire for a distance of approximately 225 
miles. At about mile 136, the river crosses the Vermont-Massa- 
chusetts State line, flows through the latter State, enters the State 
of Connecticut at mile 70, and then flows through Connecticut and 
empties into Long Island Sound, near the Saybrook Breakwater 
Light. Bellows Falls is located at mile 174 on the river. 

(9) Between miles 360 and 136, where the Connecticut river is an 
interstate boundary stream, both below and above Bellows Falls, 
several ferries have been operated, crossing the river at various places 
and used in the transportation of persons and property between the 
States of Vermont and New Hampshire. 

(10) Prior and subsequent to any improvements, logs and rafts 
in large quantities were floated from the upper reaches of the Con- 
necticut River as far down as Hartford. Logging and pulpwood 
floating were carried on as late as 1925. In 1784, 1785, 1800, and 


+The mileages in these findings are the approximate distances along the river from the 
Saybrook Breakwater Light. 
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1801, Vermont passed laws for the protection of floating timber, which 
confirms other evidence that this traffic was substantial and of com- 
mercial importance. ¥ 

(11) Prior to any improvements on the Connecticut River, ocean- 
going “yachts” and “barks,” with capacities of 30 to 60 tons, navi- 
gated as far up as Hartford (mile 52) and Enfield Rapids (mile 68). 
In 1636, Springfield (mile 75) became an important trading post. 
Indians from the northernmost parts of the river went down the stream 
in canoes loaded with pelts and furs, which they carried to market 
at Northampton (mile 97), Springfield (mile 75) and Hartford 
(mile 52). 

(12) In settling the territory along the Connecticut River, the white 
settlers ascended the river by canoes and boats of various descriptions, 
carrying their furniture and tools as far north as Bellows Falls and 
beyond. As the number of settlers increased, larger boats, carrying 
9 to 12 tons were operated in greater numbers between the various 
falls on the river, the freight being unloaded, or partly unloaded, and 
transported on land around the falls. Flatboat navigation was effec- 
tive as far north as Wells River (mile 266), which by the time of the 
Revolution was the head of boat navigation and was an important 
distributing point for freight until the advent of the railroads. 

(13) The improvements on the Connecticut River began toward the 
end of the eighteenth century. Continuous navigation, without land 
carriage, was made possible through Enfield Rapids (mile 68), South 
Hadley Falls (mile 88), Millers Falls (mile 126), Bellows Falls 
(mile 174), Sumner Falls (mile 207), and White River Falls (mile 
215). With these improvements, navigation on the river also in- 
creased. 


















(14) Between 1802 and 1857, boats in large numbers, carrying 
thousands of tons every year (between 2,000 and 10,000 tons, in round 
figures), passed through the respondent’s canal, and the tolls received 
by the respondent and the New Hampshire Corporation were as much 
as $6,000 per year. 

(15) Both prior and subsequent to the improvements, the Con- 
necticut River, including the part thereof on which the respondent’s 
project is located, has been used in the transportation of persons and 
property from one State to another and for transshipment and sale of 
such property in foreign commerce. 


OPINION 





This proceeding began on June 10, 1939, when the Bellows Falls 
Hydro-Electric Corporation (respondent herein), the Connecticut 
River Power Company, and the New England Power Company 
asked the Commission for a declaratory ruling that it had no juris- 
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diction of certain proposed mergers or consolidations of facilities, 
This request was denied. Soon afterwards, the New England 
Power Company filed an application under section 203 of the Fed- 
eral Power Act seeking approval of the merger and consolidation 
of certain of its facilities with those of the respondent and the 
Connecticut River Power Company. The matter was set for hear- 
ing, but before the hearing was held, the New England Power 
Company, on September 1, 1939, withdrew its application and re- 
quested the Commission to vacate its order setting the matter for 
hearing. On September 22, 1939, the Commission issued an order 
consenting to the withdrawal of the application, but initiating an 
investigation, under section 4 (g)? of the Federal Power Act, to 
determine the legal status of the respondent’s project on the Con- 
necticut River near Bellows Falls, Vermont. 

1. This order of investigation was issued while the Commission 
was waiting for an authoritative determination of the navigability 
of New River in the case of United States v. Appalachian Electric 
Power Company. Therefore, an extensive investigation was insti- 
tuted into the questions whether the Connecticut River was naviga- 
ble, or otherwise came within the regulatory jurisdiction of Congress 
under the commerce clause, and whether the project itself affected 
interests of interstate commerce, both in respect of navigation and 
in other respects. 

On the question of navigability, the evidence related to actual 
commercial navigation from colonial to recent times. Evidence was 
next developed on navigability from the standpoint of the suitability 
of the river for navigation, in terms of its physical characteristics, 
both in its natural and improved condition. Further evidence 
showed that the stream was otherwise within the regulatory juris- 
diction of Congress under the commerce clause. Finally, the evi- 
dence established that the project affected the navigable capacity 
of the Connecticut River at places where it was presently deemed 
definitely navigable and that the project otherwise affected inter- 
state commerce through the transmission of electric energy. Thirty- 
five witnesses were examined; the record made consists of 2,800 
pages and 230 exhibits, varying in length from one to 800 pages, 


2Snc. 4. The Commission is hereby authorized and empowered: 
. * - . > +. . 
“(g) Upon its own motion to order an investigation of any occupancy of, or evidenced 
intention to occupy, for the purpose of developing electric power, public lands, reservations, 
or streams or other bodies of water over which Congress has jurisdiction under its authority 
to regulate commerce with foreign nations and among the several States by any person, 
corporation, state or municipality and to issue such order as it may find appropriate, expe- 


dient, and in the public interest to conserve and utilize the navigation and water-power 
resources of the region.” 
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and voluminous briefs (totaling some 750 pages) were filed by counsel 
for both sides. 

Since our findings lead to the conclusion that the Connecticut 
River, from its mouth up to and beyond Bellows Falls, has been 
used for the transportation of persons or property in interstate 
commerce, we do not deem it necessary to make any findings con- 
cerning the suitability of the stream for such use or concerning 
the other matters developed in the record, which are necssary only 
if the stream is not navigable in fact. 

2. After the record in this proceeding was closed, the Supreme 
Court rendered its decision in the New River case* in which the 
Court held that the New River was navigable water of the United 
States. The opinion of the Supreme Court in that case establishes 
the legal criteria for determining whether a stream constitutes nav- 
igable water of the United States within the meaning of the Federal 
Power Act. Applying these criteria, it may well be said that there 
can be no doubt concerning the navigability of the Connecticut 
River up to and beyond Bellows Falls. 

(3) Having determined that the Connecticut River is navigable 
water of the United States, we find that the respondent’s project is 
being maintained and operated in violation of section 23 (b)* of the 
Federal Power Act. 

The respondent disputes this proposition. It maintains that the 
project is not unlawful under section 23 (b), because, even if the river 
is navigable, the project was constructed and is being maintained and 
operated under permits from the State of New Hampshire.’ Had the 
project been constructed, maintained and operated “under and .in 
accordance with the terms of” a permit granted by the State prior to 
June 10, 1920, the contention would still be without avail.6 Even 


® United States v. Appalachian Electric Power Oo., 311 U. 8S. 377, 85 L. Ed. 201, 62 
8. Ct. 291. 

#Sec. 23 (b). It shall be unlawful for any person, State, or municipality, for the purpose 
of developing electric power, to construct, operate, or maintain any dam, water conduit, 
reservoir, powerhouse, or other works incidental thereto across, along, or in any of the 
navigable waters of the United States, or upon any part of the public lands or reservations 
of the United States (including the Territories), or utilize the surplus water or water power 
from any Government dam, except under and in accordance with the terms of a permit or 
valid existing right-of-way granted prior to June 10, 1920, or a license granted pursuant 
to this Act. 

5 The respondent also relies on alleged authorization from the State of Vermont, implied 
in various statutes. We see no such implications in the statutes referred to. Whatever 
may be the implications of the statutes, however, Vermont could not authorize the con- 
struction of a dam in New Hampshire. 

*There is no factual foundation for the respondent’s claim that it constructed, main- 
tained and operated this project under and in accordance with the terms of the New Hamp- 
shire Acts passed prior to June 10, 1920. The project was authorized for the purposes of 
navigation with requirements that it be kept in perpetual repair for such purposes. The 
respondent maintained it as authorized until the second half of the nineteenth century, and 
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though a State has granted permission to the full extent of its authority, 
nevertheless a construction of the character here involved on navigable 
waters of the United States requires a permit by competent Federal 
authority.’ 

Nor can it be said that by this provision Congress acquiesced in 
State permits which otherwise would have been insufficient in law. 
As applied to streams which are navigable waters of the United States, 
such a contention * would call for an interpretation of section 23 (b) 
in derogation of the sovereign powers of the Federal government. 
Nothing short of express language would allow such an application of 
the statute.° 

The language of section 23 (b) is far removed from the possibility of 
interpreting the word “permit” to include anything but a Federal per- 
mit. The prohibition contained in this provision is directed not only 
against private persons, but also against States. If it be said that a 
State, by its very undertaking to construct, maintain and operate a 
project, grants itself a permit, there is no meaning in the inclusion of 
the States within this provision. If a State may not construct, main- 
tain or operate a project in a navigable water of the United States 
without Federal authority, then certainly a private corporation may 
not do so. It must, therefore, be concluded that a State permit is not 
enough; that the statute makes the construction, maintenance and 
operation of a project on a navigable water of the United States un- 


lawful without a Federal permit granted before June 10, 1920, or a 
license under the Federal Power Act. 


it has not been operated as such a project for some 80 years. The argument that the project 
was constructed, maintained, or operated “under and in accordance with” the terms of those 
Acts cannot be sustained. We have no occasion to go into the question whether the project 
in its present state was constructed in accordance with the authority granted by the Public 
Service Commission of New Hampshire, because that authority was granted after June 10, 
1920, subsequent to the enactment of the Federal Water Power Act. 

7 Pennsylwania v. Wheeling & Belmont Bridge Company, 13 How. 518, 565-6. 

8 A similar argument was made and disposed of in United States v. Rio Grande Dam & Irr. 
Co., 174 U. 8S. 690, 707-8. There it was contended that a construction was not in violation 
of section 10 of the Rivers and Harbors Act cf 1890, because the provision opérated only if 
the structures were not “affirmatively authorized by law,’ and the structure in question had 
been authorized by State law. The Supreme Court held that the phrase “affirmatively 
authorized by law” had reference to Federal law. This was held in respect of a structure 
located on an nonnavigable part of the stream on the theory that the navigable capacity of 
the navigable part of the stream might be impaired. A fortiori, this ruling would hold true 
in respect of structures on navigable waters of the United States. 

® Statutes in derogation of sovereign right must be strictly construed. Reichelderfer v. 
Quinn, 287 U. S. 315, 321; Charles River Bridge v. Warren Bridge, 11 Pet, 420, 544-8, 
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4. Counsel for the Commission urge that we issue an order requir- 
ing that an application for license be filed not only for the part of the 
project owned by the respondent, but also for certain transmission 
lines owned by other corporations, which connect with the respondent’s 
property, on the theory that the transmission lines are a part of the 
project. What should be considered as parts of the project property 
and what should be the other terms and conditions of the license are 
proper subjects to be considered when an application for a license is 
filed. Until then, we have no occasion to pass on this question. 


CONCLUSION 


Upon the facts above found, and for the reasons stated in this opin- 
ion and /n the Matter of Pennsylvania Water and Power Company, 2 
F. P. C. 61, ante, p. 70, P. U. R. (N. S.) 1, (1939), it must be con- 
cluded that the Connecticut River from its mouth up to and beyond 
Bellows Falls is navigable water of the United States and that the 
respondent should be required to apply for and obtain a license under 
the Federal Power Act. 

An order will be entered accordingly. 
LeLanp Oxps. 
Ciaupe L. Draper. 
Basi Manty. 
Joun W. Scorr. 
Crype L. Seavey. 


Order requiring filing of an application for license 


Bellows Falls Hydro-Electric Corporation and Connecticut River 
Power Company 


(IT-5584) 


Upon the order of investigation issued herein on September 22, 
1939, and all proceedings relating thereto, and upon the facts found 
and reasons set forth in its opinion in this matter, entered this day, the 
Commission orders; 

That Bellows Falls Hydro-Electric Corporation shall, on or before 
May 5, 1941, file an application for a license under the Federal Power 
Act for its project on the Connecticut River at Bellows Falls, Vermont, 
in accordance with the Federal Power Commission Rules of Practice 
and Regulations relating to constructed projects. 






























IN THE MATTER OF 


NANTAHALA POWER & LIGHT COMPANY 


Declaration of Intention Pursuant To Section 23 (b) of the Federal Power 
Act To Construct a Hydroelectric Project 


DI-158 
(Decided March 8, 1941) 
Syllabus 


1. Where the declarant, a wholly owned subsidiary of the Aluminum Com- 
pany of America, after filing a declaration of intention pursuant to 
section 23 (b) of the Federal Power Act to construct a hydroelectric 
project, known as the “Fontana Project,” on the Little Tennessee 
River, upon which a finding was made by the Federal Power Com- 
mission that the interests of interstate commerce would be substan- 
tially affected by the construction and operation of the proposed project, 
instead of applying for a license in accordance with the Federal Power 
Act, asked for a rehearing, despite the fact that it had previously 
insisted on the need for the project for defense production, and, after 
a rehearing was granted, failed to proceed with the rehearing and 
sought to withdraw its declaration of intention, a petition for discon- 
tinuance of the proceeding will be denied and the rehearing will be 
ordered to proceed. P. 389. 

2. The actions of the declarant in filing a document entitled “Withdrawal 
of Declaration of Intention and Petition for Discontinuance of Pro- 
ceeding, Without Prejudice” and a similar withdrawal after a similar 
determination on a declaration of intention by the Federal Power 
Commission concerning a project of another subsidiary of the Aluminum 
Company of America, whereas in two cases where the Federal Power 
Commission found that the interests of interstate commerce would not 
be affected, such construction has been undertaken, shows a complete 
unwillingness to accept the regulatory provisions of Federal law. 
P. 390. 

8. Finding the attempted withdrawal to be inconsistent with the contention 
of the declarant regarding its interest in national defense and in- 
consistent with the finding already made by the Federal Power Com- 
mission, after an expensive investigation, that the interests of inter- 
state commerce will be substantially affected, the Commission denies 
the application for withdrawal of the declaration of intention and the 
petition for discontinuance. P. 391. 


By THE ComMISSION : 

On October 1, 1940, the Nantahala Power and Light Company 
(hereinafter referred to as “the company”) a wholly-owned sub- 
sidiary of the Aluminum Company of America (hereinafter referred 
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to as “Alcoa”), filed with the Commission a declaration of intention 
pursuant to section 23 (b) of the Federal Power Act to construct 
a hydroelectric project with storage capacity of more than a million 
acre-feet on the Little Tennessee River. The project is known as the 
“Fontana project,” and its cost estimated at $35,000,000. The Fon- 
tana project would be the largest and most important of a series of 
plants included in the Aluminum Company’s plan for construction 
on the Little Tennessee River. 

The company announced its intention to build the project to gen- 
erate power for Alcoa to manufacture aluminum for national defense. 
By letter of October 22, 1940, the company advised the Commission 
that it did not desire a hearing on its declaration of intention “be- 
cause of the urgent demand for meeting defense requirements.” 

Upon the facts disclosed in the declaration of intention and after 
a staff investigation, the Commission found on November 5, 1940, 
that the interests of interstate commerce would be substantially af- 
fectedl by the construction and operation of the proposed project, 
thereby making it unlawful for the company to construct the project 
without first obtaining a license. 

The company, however, instead of applying for a license in accord- 
ance with the law, and, in spite of its previous insistence on the need 
for the project for defense production, asked the Commission to 
reconsider its finding. While the company had originally waived 
hearing because of the urgency of the need, it asked for a rehearing. 
After the rehearing had been granted, the company on two occa- 
sions submitted motions to postpone the date of rehearing. Because 
of the company’s representations that it was busily engaged in col- 
lecting further evidence, the Commission granted postponement of 
the date of hearing until March 10, 19412 

On February 24, 1941, the company filed a document entitled 
“Withdrawal of Declaration of Intention and Petition for Discon- 


10QOn November 27, 1940, the company filed a petition for reconsideration and rehearing, 
reciting therein that it desired to submit further evidence upon its declaration of intention 
and concerning matters which had arisen since the filing of that declaration. In December 
8, 1940, the Commission adopted an order granting rehearing and fixing January 15, 1941, 
as the date for such rehearing. 

On January 10, 1941, the company filed a petition praying that the hearing set for Jan- 
vary 15, 1941, be continued until a date not earlier than February 17, 1941, on the grounds 
that it was preparing for introduction in evidence estimates of the cost of improving the 
Little Tennessee River for purposes of navigation and also studies of the entire 
Little Tennessee watershed ; which studies would require further time and might materially 
affect other evidence which the company would wish to introduce. On January 14, 1941, the 
Commission postponed the date of hearing to February 3, 1941. 

On January 25, 1941, the company filed a further petition praying that the hearing set 
for February 3, 1941, be continued until a date not earlier than March 10, 1941; the said 
petition reciting that the company had employed experts who were diligently at work making 
the necessary studies for the proper presentation of its case, and that such studies could 
not all be completed for presentation at a hearing earlier than March 10, 1941. 
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tinuance of Proceeding, Without Prejudice.” While heretofore the 
company had insisted that the project should be speedily built for 
purposes of national defense, it now announced it had abandoned its 
intention to construct the project and sought to withdraw its declara- 
tion of intention. Notwithstanding the public interest, Alcoa, through 
its subsidiary, in effect demonstrated that in its national defense effort 
it was unwilling to accept the reasonable limitations on unearned in- 
crement in the value of its power project provided by Congress in 
the Federal Power Act. 

The Fontana situation is not the only instance in which Alcoa and 
its subsidiaries have shown complete unwillingness to accept provi- 
sions of Federal law, regardless of the consequences to the national 
defense or to the public which they serve. In another instance just 
as in this present case, when in 1937 this Commission made a finding 
indicating that a license would be required for a project at Tucker- 
town on the Yadkin River, Carolina Aluminum Company, another 
Alcoa subsidiary, abandoned its intention of building the project. 
Only in two cases (Glenville and Nantahala), where the Commission 
found the interests of interstate commerce would not be affected, has 
the Aluminum Company been willing to undertake such construction. 

Neither the Federal Power Act nor the licenses issued thereunder 
contain provisions onerous to the operator of a project utilizing the 
waters of streams subject to Federal control. The provisions of the 
Act and the license are, in fact, designed wholly to protect the public 
interest in the use of waters which belong to the Nation. Many 
other persons and corporations, both public utilities and industrial 
concerns, have sought and accepted licenses. The refusal of Alcoa’s 
subsidiary to construct the Fontana project, when required to obtain 
a license, indicates that not even the urgent demands of national de- 
fense can alter its apparent determination never willingly to submit 
any of its hydro projects to the duly enacted requirements. of. Federal 
law. 

Upon granting the company’s petition for rehearing, the Commis- 
sion’s staff (which had already made a careful study of the Little 
Tennessee River following the filing of the declaration of intention) 
renewed with augmented personnel its investigation of the naviga- 
bility of that stream and the effect of the proposed project on the 
interests of interstate commerce, in view of the proffers of new evi- 
dence on those issues in the petition for rehearing. That investiga- 
tion was intensified as result of allegations in the company’s two peti- 
tions for postponement that its experts were working on the prepa- 
ration of further evidence. The Commission’s staff devoted more 
than 2,000 employee-hours to this matter, and the total of travel ex- 
penses, per diem, consultants’ fees and salaries directly allocable 
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thereto is approximately $5,700. Alcoa and the company in effect ask 
us to eradicate our finding, thereby enabling them to proceed de novo 
to obtain a finding at some later time which in their opinion, would 
better suit their own purposes. 

Their attempted withdrawal is inconsistent with their contention 
regarding their interest in national defense and with their planned 
25-year program of construction. 

In our opinion Alcoa and the company have not dealt frankly in 
this matter, but have in the past undertaken and are now attempting 
to evade the plain provisions of the law. 

Having found that the interests of interstate commerce will be sub- 
stantially affected by the proposed Fontana dam, and having granted 
a rehearing at the company’s request (which now the company 
eschews), we must refuse to cast aside the work already accomplished 
by in effect vacating our finding in the manner sought by the company. 

An order will be entered denying the petition for discontinuance of 
this proceeding and the rehearing will proceed as provided for in our 
previous order. 

Le.anp Otps. 
Cravupe L. Draper. 
Joun W. Scorr. 
Cryve L, Seavey 


Order denying petition for discontinuance of proceeding 
Nantahala Power and Light Company 


(DI-158) 


Upon consideration of the petition of Nantahala Power and Light 
Company for discontinuance of the proceeding without prejudice, the 
Commission, for the reasons stated in its opinion in this matter, which 
is hereby referred to and made a part hereof by reference, orde rs! 

That the petition be, and it hereby is denied. 














































IN THE MATTER OF 


PACIFIC GAS AND ELECTRIC COMPANY 
Application for License 
EP-1391 
(Decided June 2, 1941) 


Syllabus 





1. Applicant’s failure to disclose to the Commission the inclusion of 82,000 
‘ kilowatts additional generating capacity in its schedule of construction 
i prior to authorization of a jicense for the Cresta, and Puiga plants of 
applicant is cause for reconsideration by the Commission of such authori- 

| zation with a view to possible rescission or modification. P. 394, 


; 2. The large investment of the United States in the Central Valley project 
being built to improve navigation on the Sacramento River, to increase 
| flood protection along the Sacramento and San Joaquin Rivers, to furnish 


a supplemental irrigation supply of water for producing farm lands, to 
control salinity in the delta region, to supply waier for industrial and 
domestic use, and to produce electric power in competition with applicant 
for license, the Commission will do nothing to lessen the value of any 
revenue-producing product of that development. The Antioch steam 
plant is an integral part of the Central Valley project. P. 396. 

3. Where surveys which the Commission has conducted at the direction of 
the President under authorization of June 14, 1941, for the purpose of 
reporting upon defense requirements during national emergency, defi- 
nitely indicate that assurance against power shortage will require not 
only the expeditious construction of applicant's Cresta and Pulga projects, 
but also the earliest possible completion of the Central Valley project 
(including the proposed steam plant at Antioch), a license will issue for 
applicant’s said projects. P. 397. 

4, Applicant’s agreement in applying for license for the Cresta and Pulga 
plants to bring its Lake Almanor storage reservoir under terms of a major 
license, also favors issuance of the license. P. 397. 

5. In determining the length of the license period the Commission gives con- 
sideration to the size of the investment, method and period of financing. 
A 35-year limitation on the license period found not to impair applicant’s 
ability to finance construction and to be reasonable and appropriate. 
P. 397. 

6. It is reasonable and necessary in the public interest and in accord with the 
provisions of section 14 of the Federal Power Act for the Commission to 
attach a condition to a license restricting the amount licensee can claim 
for a taking by the United States of an unlicensed power development of 
licensee located below the licensed project to prevent possible capitaliza- 
tion of any claimed benefit to a lower power plant when that benefit 
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results from a privilege granted by the United States. Such provision, 
however, does not relate to any payments to licensee as owner of Lake 
Almanor on account of headwater benefits to the unlicensed plant. 
P. 398. 

7. Where a power development is under the jurisdiction of the Commission it 
is reasonable and proper that there be a license provision for a diversion 
of water to protect adequately fish life in the stream. P. 398. 

8. A power project is best adapted to a comprehensive plan for improving and 
developing a region, only if remaining power sites are protected against 
encroachments by uneconomic developments and applicant is not per- 
mitted to monopolize development in that area if other developers are able 
to present plans of equal merit. A provision in the license requiring 
licensee to secure Commission approval before constructing or acquiring 
any additional generating capacity or sources of power aggregating more 
than 5,000 kilowatts is, therefore, necessary and desirable, and in accord 
with the requirements of national defense. P. 399. 


Robert H. Gerdes, for the applicant. 
Northeutt Ely, for the California State Water Project Authority. 
Wallace H. Walker and Willard W. Gatchell, for the Commission. 


By tHe ComMISsIoN : 


This matter is again before us by reason of our Show Cause Order 
of April 10, 1941. 
In the Matter of Pacific Gas and Electric Company, ante, p. 300, 


adopted November 5, 1940, relating to the request of the above-named 
applicant for authorization to construct the so-called Cresta and 
Pulga power developments on the Feather River in California, and 
dismissing the application for license for said proposed develop- 
ments, it was stated, among other things: 


We have given the question of market extensive study before reaching a 
decision upon the pending application. It would appear from an examination 
of all pertinent data that a license may be issued for the Cresta and Pulga plants 
only if their construction would be consistent with the public interest and in 
accord with the purposes set forth in the Federal Power Act. If, as a result of 
the market study which has been made, it is found that continued delay in 
constructing a generating plant to meet future increased demand on applicant’s 
system would entail a risk of substantially impairing the service rendered by the 
applicant to the general public, then the Commission would be justified in au- 
thorizing the construction found to be required. But, if the generating capacity 
available or to be available is reasonably sufficient to supply the existing or 
prospective demand on the applicant’s system until completion of the Central 
Valley project, we would deém it inadvisable to authorize construction of addi- 
tional plants on the Feather River. 


Subsequent to the issuance of the above-mentioned opinion, repre- 
sentatives of the applicant conferred informally with the Commission 
in December 1940, and stated that the power load growth in the area 
served by the applicant would indicate the necessity for constructing 
additional generating capacity prior to completion of the Shasta plant 
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as a part of the Central Valley project then under construction by the 
-United States. On the basis of these assurances that power capacity 
would be required in the applicant’s system and would not otherwise 
be available, and our defense power studies, the Commission, on Feb- 
ruary 19, 1941, authorized the issuance of a license for the Cresta 
plant of 68,000 kilowatts and the Pulga plant, 80,000 kilowatts capac- 
ity, respectively, upon certain express conditions. 

On March 20, 1941, applicant sought modification of the Commis- 
sion’s order of February 19, 1941, so as to authorize a license for a 
period of 50 years, rather than 35 years, as provided by..the Commis- 
sion, and for modification of subparagraph (10) of paragraph (D) 
of said order relating to the Big Bend power development, or in the 
alternative, for a rehearing on the requested modifications. 

Applicant did not disclose to the Commission until approximately 
six weeks after our order of February 19 that its construction schedule 
called for definite construction of 82,000 kilowatts of additional 
generating capacity not previously reported. Neither at the confer- 
ence in December, nor in its petition for rehearing, filed March 20, 
was any mention made of such additional generating capacity. Never- 
theless, this additional capacity, the applicant later stated, was to be 
provided by installation of a second unit of 44,000 kilowatts at its 
Oleum steam plant, enlargement of the forebay at the Pit No. 1 plant 
to increase the capacity by 32,000 kilowatts and enlargement of the 
forebay at Hat Creek No. 2 plant to increase the capacity by 6,000 
kilowatts. 

Applicant’s failure to report the inclusion of 82,000 kilowatts addi- 
tional generating capacity in its schedule of construction appeared to 
the Commission to necessitate reconsideration of the authorization for 
construction of both the Cresta and Pulga developments. Accord- 
ingly, we ordered the applicant to show cause why our authorization 
for construction should not be modified or rescinded. Thereafter 
hearing was held before the Commission, sitting en banc, on April 28 
and 29, 1941, at which time the applicant was given full opportunity 
to be heard with respect to its failure to report its construction 
schedule, as well as to explain the modifications which it desired in 
the Commission’s order. 

At the hearing P. M. Downing, vice president and general manager, 
and Walter Dreyer, engineer, respectively, of the applicant company, 
testified that the construction program was recommended to and 
agreed upon by officers of applicant some time after the Commission 
authorized a license on February 19, 1941. Therefore, they claimed 
that adoption of the construction schedule could not have affected the 
decision of the Commission. This testimony supported a statement 
issued by applicant on January 21, listing additions to generating 
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facilities on its definite schedule of construction to meet power re- 
quirements up to the spring of 1945, which omitted any reference to a 
second unit at Oleum or enlargemerit of the Pit No. 1 or Hat Creek No. 
2 plants. Under continued cross-examination, Mr. Downing finally 
admitted, when confronted with the actual record of events, that he 
had been in error in his previous statements and that the second unit 
at Oleum had been decided upon by February 10, or at least nine days 
prior to the Commission’s order of February 19, authorizing a license 
for Cresta and Pulga. Although he attempted to excuse the appli- 
cant’s failure to report the schedule of additional construction on the 
ground that formal reports are made after action by the executive 
committee of the board of directors, it appeared that the order for 
the $740,000 generator at Oleum was placed approximately seven weeks 
prior to approval by the executive committee, and enlargement of the 
Pit No. 1 and Hat Creek No. 2 plants has not yet been approved by 
the executive committee, although definitely agreed upon by the officers 
of the company. 

It is apparent that failure of applicant to advise the Commission of 
its construction schedule and its decision to construct additional gen- 
erating capacity was due to conflicting purposes which it desired to 
achieve. Applicant desired a license for construction of two large 
hydro power developments on the Feather River to give it further 
control over that important stream. At the same time it opposed con- 
struction by the United States of any steam generating capacity which 
might be used in competition with its own power system. Because 
it desired a license from the Commission, applicant reported to the 
Commission that there would be a lack of sufficient generating capac- 
ity and did not fully disclose to the Commission its plans for addi- 
tional capacity until after such license had been authorized. At the 
same time, applicant. used its decision to construct 82,000 kilowatts 
of additional generating capacity as an argument against any appro- 
priation by Congress for construction of the Antioch steam plant as 
part of the Central Valley project. The Antioch steam plant, it 
argued, would be uneconomic because the applicant’s construction 
schedule demonstrated an eacess of generating capacity in the area 
to be served by the Central Valley project. 

The opposition by applicant to construction by the United States 
of a steam plant at Antioch is not based upon any lack of under- 
standing as to the necessity or desirability of steam generating capacity 
to “firm up” the power output from the Shasta hydroelectric plant 
of the Central Valley project (a plant with high energy output but 
relatively low firm capacity). 

Both witnesses Downing and Dreyer admitted that the Central Val- 
ley project would require stand-by steam capacity if operated as the 
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sole source of power supply for an independent system. The opposi- 
tion of applicant rather goes to its determination to see that the Central 
Valley power output is not distributed through a competitive public 
agency, but that it be distributed by and inure to the benefit of the 
Pacific Gas and Electric System. 

In addition to these objectives, however, Mr. Downing admitted that, 
if the Antioch steam plant is not built by the United States, his com- 
pany would not be required to pay as much for any power which it 
might purchase from the Central Valley project as it would be re- 
quired to pay with that plant in operation. Thus, it is evident that 
by making ¢he Central Valley project dependent upon the Pacific 
Gas and Electric System for stand-by plants to firm up the Shasta 
power output, the applicant would cut off possible competition, utilize 
its own steam generating plants, and purchase power from the Shasta 
plant at a much lower figure than otherwise. 

The Central Valley Project is being built to improve navigation on 
the Sacramento River, to increase flood protection along the Sacra- 
mento and San Joaquin rivers, to furnish a supplemental irrigation 
supply of water for producing farm lands, to control salinity in the 
delta region, to supply water for industrial and domestic use, and to 
produce electric power. Since the United States has a large invest- 
ment in the Central Valley project and will spend millions of dollars 
more to make this development function as planned, the Commission 
obviously will do nothing to lessen the value of any revenue producing 
product of that development. 

As an integral part of the Central Valley Project, the Antioch 
steam plant would allow greater flexibility in water-control operations 
to provide water for irrigation, salinity control and industrial and 
domestic water supply. Integrated steam-plant operation as a part of 
the Central Valley power system would assure uninterrupted power 
service and a dependable power supply for project pumping and com- 
mercial use. Construction of the Antioch steam plant by the United 
States is essential to secure for the benefit of the water users of the’ 
valley and the benefit of the United States the maximum economic 
return from the hydroelectric power plant output of the project. 
Without the Antioch steam plant the Government will be unable to 
maintain a maximum supply of firm power and in its bargaining will 
be at the mercy of a single purchaser. 

The growth of power-load requirements in the northern and central 
California area has presented a most serious problem for electric- 
generating plants. The defense industries in this area are multiplying 
in number and increasing in size and importance. Surveys which the 
Commission has conducted at the direction ' of the President for the 


1See letter of President Roosevelt to the Chairman of the Federal Power Commission 
dated June 14, 1940. 
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purpose of reporting upon defense requirements during the present 
national emergency, definitely indicate that assurance against shortage 
of power for California’s share ofthe defense program will require 
not only the expeditious construction of the Cresta and Pulga power 
plants, but also the earliest possible completion of the Central Valley 
project, including the proposed steam plant at Antioch. Therefore, 
under such circumstances, we feel impelled to grant the license for the 
Cresta and Pulga projects which we previously authorized on February 
19, 1941. 

In this connection we point out an assertion made several times on ° 
behalf of applicant that it has completed, or under construction, suffi- 
cient steam generating capacity to supply the necessary dry-year 
standby reserve for the Shasta plant and the Pacific Gas and Electric 
System. Estimates submitted by Mr. Dreyer in support of this claim 
have been studied, particularly in the light of his statement that his 
assumed operation “is straining everything,” and that it “is the best 
we can do.” We find that the conditions which he assumed apply to 
a period when it is expected that the load to be served will be greater 
than the load which his analysis shows the applicant can meet, and 
while his assumed power output from steam plants is not excessive 
for a critical dry year, the loss of the company’s largest unit during 
the last six months of such a year would require additional draft on 
Lake Almanor or the remaining steam capacity would have to be 
operated at 90-percent-capacity factor for the duration of the outage. 
This margin is entirely too close for safety and under such conditions 
it would be sound economy to provide additional generating capacity 
to assure power for the expected load requirements. Such additional 
generating capacity could well be provided by the Antioch steam plant. 

Another consideration influencing the Commission to authorize 
a license for the two Feather River plants is that in applying for 
a license for these two plants the company agreed to bring its Lake 
Almanor storage reservoir under the terms of a major license, per- 
mitting recapture by the United States at the end of the license 
period. While this is a minor consideration in relation to the neces- 
sity for building additional generating plants to meet the national 
emergency, it is of importance insofar as control of the Feather 
River is concerned. 

Applicant, in its petition for rehearing, requested the Commission 
to reconsider its authorization of a 35-year license and to extend 
the period to 50 years, the maximum authorized under the Federal 
Power Act. The Cresta and Pulga power plants will require an 
expenditure of around twenty-two million dollars, with an addi- 
tional investment of seven million dollars in transmission lines. 
These funds will be obtained in large part by bonds issued under 
the general mortgage of applicant covering all of its property. No 
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bonds of applicant now outstanding have an expiration date greater 
than 30 years from the date of issue, and there is no intention on 
the part of applicant to issue bonds for a longer period than 30 
years. Under such circumstances, a limitation of the license period 
to 35 years apparently would not impair the company’s ability to 
finance construction and therefore is entirely reasonable and 
appropriate. 

Applicant further requests that the Commission modify the con- 
dition relating to the amount it might claim as compensation for 
a taking by the United States or the State of California of its 
unlicensed Big Bend power development located below the proposed 
Pulga plant. 

Lake Almanor and the Cresta and Pulga developments are pos- 
sible only because the United States gives permission for such con- 
struction. The condition complained of has been attached by us as 
reasonable and necessary in the public interest to prevent possible 
capitalization of any claimed benefit to a lower power plant when 
that benefit results from a privilege granted by the United States. 
Such a principle is in effect embodied in section 14 of the Federal 
Power Act. The request of the applicant for modification of sub- 
paragraph (10) of paragraph (D) of the authorization order of 
February 19 relating to the Big Bend development should accord- 
ingly be denied. We point out, however, that this provision does not 
relaie to any payments to the licensee as owner of Lake Almanor 
on account of headwater benefits to the Big Bend plant. 

The California Fish and Game Commission filed a petition that 
the license make provision for diversion of water at the intake of 
the Big Bend power development to protect fish life. This develop- 
ment is not under the jurisdiction of the Federal Power Commission 
and it would seem that any remedy to be applied should be enforced 
by the officials of the State of California. That Commission also 
requested that the license provide for such increase as experience may 
indicate is desirable in the amount of water diverted between the 
Lake Almanor dam and the tailrace of the Caribou powerhouse and 
diverted around the Cresta and Pulga power plants. This request 
is reasonable and the license should so provide in order to adequately 
protect fish life in that stream. 

The Cresta and Pulga power plants are two of the series of hydro- 
electric power plants which may be constructed on the North Fork of 
Feather River between the constructed Caribou and Big Bend power 
plants. The entire project No. 1391 which we are authorizing will be 
best adapted to a comprehensive plan for improving and developing 
this region only if the remaining sites are protected against encroach- 
ment by uneconomic developments and if applicant is not permitted to 
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monopolize developments in that area if other developers are able to 
present plans of equal merit. Development of the remaining sites may 
also be affected by the order in which additional steam and hydro 
generating capacity is added or made available to applicant’s system. 
In order to keep proper control over the entire situation affecting 
future development of the remaining sites, the license for project No. 
1391 should be conditioned upon a requirement that the licensee must 
secure Commission approval before constructing or acquiring any ad- 
ditional generating capacity or sources of power aggregating more 
than 5,000 kilowatts. This condition is also desirable in order to keep 
the Commission fully advised for purposes of meeting national defense 
requirements and particularly so since the actions of the applicant 
have not been marked by candor or frankness in the present instance. 
An appropriate order denying the application for modification of 
the Commission’s order of February 19, 1941, and otherwise in con- 
formity with this opinion, will be duly entered. 
Letanp O ps. 
Ciaupe L. Draper. 
Bastt MAnty. 
Joun W. Scorr. 
Cuype L. Seavey. 

















Order modifying order authorizing issuance of license and denying 
application for modification 


Pacific Gas and Electric Company 



















(Project No. 1391) 


Upon application filed March 20, 1941 by Pacific Gas and Electric 
Company for modification of the Commission’s order of February 19, 
1941, so as to (1) authorize a license for a period of 50 years rather 
than 35 years, and (2) modify subparagraph (10) of paragraph (D) 
of said order; 

Upon consideration of the matters set forth in the Commission’s 
order of April 10, 1941; and 

Upon the record made at the hearing held April 28 and 29, 1941, upon 
the prior record herein, and for the reasons and upon the findings set 
forth in the opinion in this matter, which is hereby referred to and 
made a part hereof by reference; 

The Commission finds: 

(A) That in order to meet possible future power requirements in the 
areas served by the applicant it is necessary and desirable in the public 
interest to construct the Cresta and Pulga power plants as proposed by 
the applicant ; 


400 FEDERAL POWER COMMISSION 


(B) That for the purpose of carrying out an orderly and compre- 
hensive plan for development and utilization of the water resources of 
the region affected, it is necessary and desirable in the public interest 
to condition the issuance of a license for project No. 1391 upon the 
requirement that the licensee shall secure Commission approval before 
constructing or acquiring any additional generating capacity or 
sources of power as set forth in paragraph (1) below; 

(C) That in order to adequately protect fish life in the North Fork 
of Feather River and recreational use of the water resources of that 
area, it is desirable to provide for future adjustment of the amount 
of water which must be diverted by the licensee past the several power 
facilities affected by said project, as set forth in paragraph (2) below; 
and 

It is ordered: 

(1) That the license for project No. 1391 be issued, as authorized 
by the order of February 19, 1941, subject to the following additional 
special condition: 

“As a special condition for the issuance of this license, the licensee 
expressly agrees that, until otherwise directed by the Commission, it 
will not, without first obtaining the approval of the Commission: 


(a) Construct additional generating capacity ; 

(b) Increase any existing generating capacity; 

(c) Acquire any additional generating capacity by lease, purchase, 

or otherwise; 

(d) Enter into any contract for any additional generating ca- 

pacity; or 

(e) Exercise any option under, or otherwise extend, any contract 

existing at the time of service of this order on the licensee; 

if such construction, increase, acquisition, contract, option, or ex- 
tension will 'make available to it more than 5,000 kilowatts of addi- 
tional generating capacity at any one plant or from any one source 
or will make available to it a total of 20,000 kilowatts of additional 
generating capacity from any number of plants or from any number 
of sources; and that any violation of the provisions of this paragraph 
shall constitute grounds for the revocation of the license.” 

(2) That the license for project No. 1391 shall reserve to the Com- 
mission the right, in protecting fish life in the North Fork of Feather 
River, to adjust the minimum flows of water to be diverted (1) in the 
stream channel between the mouth of Grizzly Creek and the forebay 
of the Pulga development, (2) in the stream channel between the 
forebay of the Pulga development and the power house of the Pulga 
development, and (3) in the stream channel between the Almanor 
dam and the tailrace of the Caribou power house, such adjustment 
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of flows to be made only if the Commission shall find, after notice to 
interested parties and opportunity to be heard, that the diversions 
provided in the license are not sufficient for the preservation of fish 
life ; 

(3) That the application for extension of the period of the pro- 
posed license be and it is hereby denied; 

(4) That the application for modification of subparagraph (10) 
of paragraph (D) of the order of February 19, 1941, be and it is 
hereby denied. 
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IN THE MATTER OF 
HOME GAS COMPANY 
G-183, G-190, G-192 
(Decided June 11, 1941) 

Syllabus: 


1. A respondent in a proceeding for the suspension of increased natural gas 
rates which has adduced no evidence as to the cost or fair value of the 
property of its affiliates used and useful in connection with the trans- 
portation or sale of natural gas to or for respondent, nor as to the 
operating costs of said affiliates of rendering such services, nor as to the 
rate of return which would constitute a reasonable rate of return to said 
affiliates on the properties of the latter used and useful) in rendering 
said services, has not met the burden of proof imposed by section 4 (e) 
of the Natural Gas Act to show that increased rates or charges are just 
and reasonable. Citing Western Distributing Company v. Public Service 
Commission of Kansas, 285 U. 8.119. P. 407. 

2. Respondent seeking to justify increased rates in contracts with affiliates 
does not meet the statutory burden of proof by merely adverting to the 
fact that the contracts and schedules containing the rates had been filed 
with the Commission; that the rate charged for gas sold by the affiliate 
was the same as charged another affiliate for gas delivered at the same 
point; that the rate charged for the transportation of the gas was the 
average cost per M.c.f. of gas transported by certain of the system 
affiliates, including several companies not involved in the instant trans- 
action. P. 407. 

8. The Commission is entitled to be informed fully and completely on the 
details of any transaction between affiliated companies, and the Com- 
mission will insist that every company coming before it will discharge 
its obligation in that regard. P. 409. 

4. The acceptance for filing of a schedule of rates does not mean that the 
Commission approves it and does not establish its justness, reasonable- 
noess or propriety. P. 409. 


Albert M. Calland, for Home Gas Company. 


Richard J. Connor, George Slaff, and Arthur Gladstone, for the 
Commission. 


By THE CoMMISSION : 


OPINION AND FINDINGS 


These proceedings arise out of the efforts of Home Gas Company 
(hereinafter sometimes referred to as the respondent) to effect cer- 
402 
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tain rate increases for natural gas sold to its customers. On the 
record herein the following findings are made: 

(1) On July 22, 1940, Home Gas Company filed with the Federal 
Power Commission agreements, dated August 1, 1938, with The Key- 
stone Gas Company, Inc., and the Binghamton Gas Works, respec- 
tively, designated in the files of the Commission as Home Gas Com- 
pany rate schedules F. P. C. Nos. 10 and 11, providing for the sale 
of natural gas by Home Gas Company to The Keystone Gas Com- 
pany, Inc., and Binghamton Gas Works, for resale for ultimate pub- 
lic consumption for domestic, commercial, industrial, or any other 
use. 
(2) On August 22, 1940, Home Gas Company filed with the Com- 
mission agreements, dated July 1, 1940, with The Keystone Gas. 
Company, Inc., and Binghamton Gas Works, respectively, designated 
in the files of the Commission as Home Gas Company rate schedules 
F. P. C. Nos. 18 and 19, providing that increased rates or charges 
for such sales of natural gas to The Keystone Gas Company, Inc., and 
Binghamton Gas Works, be made effective retroactively as of July 
1, 1940. 

(3) Without the approval of the Commission giving retroactive 
effect to said Home Gas Company rate schedules F, P. C. Nos. 18 
and 19, and unless suspended by order of the Commission, the same 
would have become effective as of September 22, 1940, pursuant to 
the provisions of the Natural Gas Act and the provisional rules of 
practice and regulations thereunder. 

(4) By order of September 20, 1940, the Commission, acting pur- 
suant to the provisions of section 4 of the Natural Gas Act, entered 
upon a hearing concerning the lawfulness of the rates and charges 
contained in said Home Gas Company rate schedules F. P. C. Nos. 18 
and 19, and suspended said proposed increased rates and charges for 
a period of five months beyond September 22, 1940, unless the Com- 
mission should thereafter otherwise order. 

(5) Thereafter, pursuant to a request and stipulation of the re- 
spondent, by order of January 2, 1941, the Commission postponed the 
date for resumption of hearing herein, and extended the period of 
suspension of Home Gas Company rate schedules F. P. C.. Nos, 18 
and 19 to March 18, 1941. 

(6) Prior to and on November 26, 1940, Home Gas Company had on 
file with the Commission, and then in force, certain rate schedules 
designated in the files of the Commission as Home Gas Company rate 
schedules F. P. C. Nos. 1, 2, and supplement No. 1 thereto, containing 
rates for sale of natural gas by Home Gas Company to Rockland Gas 
Company, Inc., and rate schedules F. P. C. Nos. 6 and 7, containing 
rates for sale of natural gas to Rockland Light and Power Company. 
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(7) On November 26, 1940, Home Gas Company filed with the Com- 
mission agreements, dated October 31, 1940, with Rockland Gas Com- 
pany, Inc., and Rockland Light and Power Company, respectively, 
designated in the files of the Commission as Home Gas Company sup- 
plement No. 1 to rate schedule F. P. C. No. 1, supplement No. 2 to rate 
schedule F. P. C. No. 2, supplement No. 1 to rate schedule F. P. C. 
No. 6, and supplement No. 1 to rate schedule F. P. C. No. 7, providing 
that increased rates or charges for such sales of natural gas by Home 
Gas Company to Rockland Gas Company, Inc., and Rockland Light 
und Power Company, be made effective retroactively as of November 
1, 1940. 

(8) Without the approval of the Commission giving retroactive 
effect to said Home Gas Company supplement No. 1 to rate schedule 
F. P. C. No. 1, supplement No. 2 to rate schedule F. P. C. No. 2, supple- 
ment No. 1 to rate schedule F. P. C. No. 6, and supplement No. 1 to 
rate schedule F. P. C. No. 7, the said schedules, unless suspended by 
order of the Commission, would have become effective as of December 
26, 1940, pursuant to the provisions of the Natural Gas Act and the 
provisional rules of practice and regulations thereunder. 

(9) By order of December 20, 1940, the Commission entered upon a 
hearing concerning the lawfulness of the rates and charges contained 
in said Home Gas Company supplement No. 1 to rate schedule F. P. C. 
No. 1, supplement No. 2 to rate schedule F. P. C. No. 2, supplement 
No. 1 to rate schedule F. P. C. No. 6, and supplement No. 1 to rate 
schedule F. P. C. No. 7, and suspended the said proposed increased 
rates and charges for a period of five months beyond December 26, 
1940, unless the Commission should thereafter otherwise order. 

(10) Prior to and on December 13, 1940, Home Gas Company had 
on file with the Commission, and then in force, a rate schedule desig- 
nated in the files of the Commission as Home Gas Company rate sched- 
ule F. P. C. No. 4, containing rates for sale of natural gas by Home 
Gas Company to The New York State Electric & Gas Corporation, as 
successor to Owego Gas Corporation. 

(11) On December 13, 1940, Home Gas Company filed with the 
Commission an agreement, dated October 31, 1940, with The New York 
State Electric & Gas Corporation, as successor to Owego Gas Corpo- 
ration, designated in the files of the Commission as Home Gas Com- 
pany supplement No. 1 to rate schedule F. P. C. No. 4, providing that 
increased rates or charges for sales of natural gas by Home Gas Com- 
pany to The New York State Electric & Gas Corporation be made 
effective retroactively as of November 1, 1940. 

(12) Without the approval of the Commission giving retroactive 
effect to said Home Gas Company supplement No. 1 to rate schedule 
F. P. C. No. 4, the said schedule, unless suspended by order of the 
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Commission, would have become effective as of January 12, 1941, pur- 
suant to the provisions of the Natural Gas Act and the provisional 
rules of practice and regulations thereunder. 

(13) By order of January 2, 1941, the Commission entered upon a 
' hearing concerning the lawfulness of the rates and charges contained 
in said Home Gas Company supplement No. 1 to rate schedule F. P. C. 
No. 4, and suspended the said proposed increased rates and charges 
for a period of five months beyond January 12, 1941, unless the Com- 
mission should thereafter otherwise order. 

(14) Upon petition of the respondent, filed January 9, 1941, the 
Commission, by order of January 28, 1941, permitted the respondent 
to post a bond in the sum of $150,000.00, and, subject to certain condi- 
tions more fully set forth in said order and bond, permitted the 
respondent provisionally to collect and receive the proposed increased 
rates and charges provided in Home Gas Company rate schedules 
F. P. C. Nos. 18, 19, supplement No. 1 to rate schedule F. P. C. No. 1, 
supplement No. 2 to rate schedule F. P. C. No. 2, supplement No. 1 to 
rate schedule F. P. C. No. 6, supplement No. 1 to rate schedule F. P. C. 
No. 7, and supplement No. 1 to rate schedule F. P. C. No. 4. 

(15) Pursuant to the various orders of the Commission hereinabove 
related, and pursuant to a specific stipulation of respondent at the 
hearing herein. all of the proceedings in the above mentioned matters 
were consolidated, and all of the proceedings were treated as relating 
equally to each case ab initio. 

(16) Home Gas Company is engaged, among other things, in the 
business of purchasing natural gas at Majorsville, West Virginia, 
pursuant to a contract with United Fuel Gas Company, the vendor 
of said gas, and of having said gas transported for it by Manufac- 
turers Gas Company, Pennsylvania Fuel Supply Company, and The 
Manufacturers Light and Heat Company, from Majorsville, West 
Virginia, for delivery to the pipeline system of Home Gas Company, 
in New York State, at a point near the Pennsylvania-New York State 
line in Cattaraugus County, New York, and of thereafter selling said 
gas at wholesale for resale for ultimate public consumption for domes- 
tic, commercial, industrial, or other use. 

(17) The persons to which Home Gas Company sells such natural 
gas are The Keystone Gas Company, Inc., Binghamton Gas Works, 
Rockland Gas Company, Inc., Rockland Light and Power Company, 
and The New York State Electric & Gas Corporation, all situated in 
the State of New York. 

(18) Home Gas Company, The Keystone Gas Company, Inc., Bing- 
hamton Gas Works, United Fuel Gas Company, Manufacturers Gas 
Company, Pennsylvania Fuel Supply Company, and The Manufac- 
turers Light and Heat Company, are all affiliated by virtue of their 
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common stock ownership, control, and management by Columbia Gas 
& Electric Corporation. 

(19) The transportation and sale of natural gas by Home Gas Com- 
pany to The Keystone Gas Company, Inc., Binghamton Gas Works, 
Rockland Gas Company, Inc., Rockland Light and Power Company 
and The New York State Electric & Gas Corporation, pursuant to the 
provisions of the respective applicable rate schedules, is a transporta- 
tion in interstate commerce and a sale in interstate commerce of natural 
gas for resale for ultimate public consumption for domestic, commer- 
cial, industrial, or other use. 

(20) Home Gas Company is a natural-gas company within the 
meaning of the Natural Gas Act. 

(21) The rates and charges contained in Home Gas Company rate 
schedules F. P. C. Nos. 18, 19, supplement No. 1 to rate schedule F. P. C. 
No. 1, supplement No. 2 to rate schedule F. P. C. No. 2, supplement 
No. 1 to rate schedule F. P. C. No. 6, supplement No. 1 to rate schedule 
F. P. C. No. 7, and supplement No. 1 to rate schedule F. P. C. No. 4, 
constitute proposed changes of rates and charges, and said proposed 
rate schedules and supplements thereto are new schedules within the 
meaning of sections 4 (d) and 4 (e) of the Natural Gas Act. 

(22) Under the provisions of section 4 (e) of the Natural Gas Act 
the burden of proof, at the hearings held herein, to show that the pro- 
posed increased rates or charges are just and reasonable, was upon the 
respondent. 

(23) Respondent has adduced no evidence as to the cost or fair value 
of the property of its affiliate, United Fuel Gas Company, used and 
useful in connection with the sale of gas by the latter to the former, nor 
any evidence as to the operating costs of its said affiliate, nor as to the 
rate of return which would constitute a reasonable rate of return to 
said affiliate on the property used and useful in said operation. 

(24) Respondent has adduced no evidence as to the cost or fair value 
of the property of its affiliates, Manufacturers Gas Company, Penn- 
sylvania Fuel Supply Company, and The Manufacturers Light & Heat 
Company, used and useful in connection with the transportation of gas 
for the respondent from Majorsville, West Virginia, to New York, nor 
as to the rate of return which would constitute a reasonable rate of 
return to said affiliates on the properties of the latter used and useful 
in said operation, nor any substantial evidence as to the operating costs 
of said affiliates. 

(25) The respondent has not met the burden of proof imposed upon 
it by the Natural Gas Act. 

The background of this case is that prior to the winter of 1939 re- 
spondent had been able to obtain its gas from fields in and around New 
York State, but the winted of 1939 demonstrated to all concerned that 
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the gas supply of these fields was near depletion, and it appeared that 
no new fields of production were closely at hand. Consequently, re- 
spondent sought to obtain gas elsewhere, and turned to its affiliate, 
United Fuel Gas Company (hereinafter called United), which had a 
plentiful supply from production areas in West Virginia. United 
agreed to sell gas to respondent for 30¢ per M.c.f., and make delivery 
of the same.at a point in West Virginia. Respondent, therefore, 
sought further assistance from its affiliates, Manufacturers Gas Com- 
pany, Pennsylvania Fuel Supply Company, the The Manufacturers 
Light and Heat Company (hereinafter collectively called Manufac- 
turers). This group of companies agreed to transport respondent’s 
gas from West Virginia to New York at a cost to respondent of 
10.65¢ per M.c.f., plus an allowance for line loss. 

The gas previously obtained by respondent in and about New 
York had cost it approximately 20¢ per M.c.f. The gas obtained 
from West Virginia under the new arrangement cost respondent 
approximately 40.65¢ per M.c.f., exclusive of line loss. Thus, it 
was claimed an increase of rates was necessary and appropriate, and 
proposed new and increased rate schedules were filed with the Com- 
mission by respondent. 

No discussion will be had of the various insufficiencies of - re- 
spondent’s evidence as to its own properties, capitalization, operating 
expenses exclusive of cost of gas, etc. Rather we shall base our 
decision upon the fatal defect which exists in that portion of re- 
spondent’s proof which purports to establish the justness and reason- 
ableness of the respective rates charged respondent by its affiliates. 

Respondent, in purported justification of the contracts with its 
affiliates and the rates therein contained, merely adverted to the fact 
that the contracts and schedules containing those rates had been filed 
with the Commission; that the rate charged for gas sold by United 
was the same as that charged another affiliate for gas delivered at 
the same point; that the rate charged for transportation of-the gas 
from West Virginia to New York was the average cost per M.c.f. 
of gas transported by certain of the system’s affiliates known as the 
“Pittsburgh group”, which included several companies not involved 
in the instant transaction. 

Through motion of Commission counsel it was made clear to the 
respondent, at the hearings, that the above-described evidence on the 
transactions with respondent’s affiliates was insufficient ; that it would 
be necessary, under the doctrine of Western Distributing Company 
v. Public Service Commission of Kansas, 285 U.S. 119, for respondent 
to adduce evidence as to the value of the property used or useful 
in conection with the services rendered it by its affiliates, the operat- 
ing costs to said affiliates of rendering such services, and the rate 
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necessary to provide a reasonable return to said affiliates on the prop- 
erty used or useful ‘in rendering such services. None the less, re- 
spondent refused so to do, and insisted that the evidence it had 
adduced was a sufficient justification of its transactions with its 
affiliates and the rates charged by them. 

When the respondent did what amounted to “resting” on the record, 
Commission counsel rested also, relying on respondent’s failure of 
proof as above noted. Respondent moved, among other things, to 
put the rates into effect, on the ground that it had met the burden 
of proof herein. The examiner refused to entertain this motion on 
the ground that he had no authority so to do. 

On May 14, 1941, respondent filed with the Commission a formal 
motion requesting that it make a determination that respondent had 
satisfied its burden of proof in these proceedings as to the rates 
charged by its affiliates, through the evidence already related herein, 
and by telegram of June 10, 1941, respondent advised the Commission 
that consideration was desired only on the single question presented 
by the motion of May 14, and not upon a certain alternative motion 
made at the hearings. 

That single issue raised by the motion of May 14 is here met and 
disposed of. The doctrine of Western Distributing Company v. 
Public Service Commission of Kansas, supra, has not been overruled. 
The facts of that case are on all fours with the instant case. Its 
tenets are sound and just. The principles of that decision as sum- 


marized in the opinion of the Court are conclusive here. See p. 125 
et seq.: . 


Third. The appellant adverts to the fact that in its bill of complaint are in- 
cluded a number of averments not denied by the appellees. In brief these are 
that the company does not own or produce any natural gas; that the only source 
of supply for the city of Eldorado is the main of the Cities Service Gas Company; 
that no supply at a lower price can be obtained from any other source; that the 
same rate is being charged to other distributing companies along the lines of the 
Cities Service Gas Company, and was being charged by another independent pipe 
line to another city; that an ineffectual effort had been made to find local gas 
available to Eldorado; and that appellant had attempted to get a lower rate 
from Cities Service Gas Company but could not do so. It is urged that as these 
averments were uncontradicted they constitute, when taken with the facts previ- 
ously stated, a prima facie case for the reasonableness of the rate charged. This 
might well be true were it not for the fact of unity of ownership and control of 
the pipe line and the distribution system. An averment of negotiation and effort 
to procure a reduction in the wholesale rate means little in the light of the fact 
that the negotiators are both acting in the same interest—that of the holding com- 
pany which controls both. All of these facts so averred in the pleadings would 
be far more persuasive with respect to the propriety of the rate if the parties 
were independent of each other and dealing at arm’s length. Where, however, 
they constitute but a single interest and involve the embarkation of the total 
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capital in what is in effect one enterprise, the elements of double profit and of 
the reasonableness of intercompany charges must necessarily be the subject of 
inquiry and scrutiny before the questiom’as to the lawfulness of the retail rate 
based thereon can be satisfactorily answered. 

Fourth. The argument is made that the proofs demanded by the Commission 
will involve an extensive and unnecessary valuation of the pipe line company’s 
property and an analysis of its business, and that this burden should not be 
thrown upon appellant. Whether this is so we need not now decide. It is enough 
to say that in view of the relations of the parties and the power implicit therein 
arbitrarily to fix and maintain costs as respects the distributing company which 
do not represent the true value of the service rendered, the state authority is 
entitled to a fair showing of the reasonableness of such costs, although this may 
involve a presentation of evidence which would not be required in the case of 
parties dealing at arm’s length and in the general and open market, subject to 
the usual safeguards of bargaining and competition. 


The Commission is entitled to be informed fully and completely on 
the details of any transaction between affiliated companies, and the 
Commission will insist that every company coming before it will dis- 
charge its obligation in that regard. 

The contention of respondent that the rates of its affiliates are justi- 
fied merely because they are on file with the Commission is sum- 
marily dismissed. The rate schedules referred to were all initial fil- 
ings made pursuant to section 4 (c) of the Natural Gas Act. The 
acceptance for filing of a schedule does not mean that the Commission 
approves it, and does not, for the purposes of this kind of proceeding, 
establish its justness, reasonableness, or propriety. 

Respondent, therefore having failed to meet the burden of proof 
imposed upon it, an order will be entered in accordance with this 
opinion. 

Craupe L. Draper. 
Basti Manty. 


Joun W. Scorr. 
Cuiyve L. Seavey. 


Order denying motion and disallowing proposed increased rates and 
charges 


Home Gas Company 
(Docket Nos. G-183, G-190, G—-192) 


Upon consideration of the record herein and for the reasons and 
upon the findings set forth in the opinion in this matter hereby re- 
ferred to and made a part hereof; 

The Commission orders: 


(A) That respondent’s motion filed May 14, 1941, be and it is 
hereby denied ; 
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(B) That the proposed increased rates and charges for the sale of 
natural gas by Home Gas Company to The Keystone Gas Company, 
Inc., Binghamton Gas Works, Rockland Gas Company, Inc., Rock- 
land Light and Power Company, and The New York State Electric 
& Gas Corporation, respectively, for resale for ultimate public con- 
sumption, as contained in the respective schedules designated as Home 
Gas Company rate schedules F. P. C. Nos. 18, 19, supplement No. 1 
to rate schedule F. P. C. No. 1, supplement No. 2 to. rate schedule 
F. P. C. No. 2, supplement No. 1 to rate schedule F. P. C. No. 6, sup- 
plement No. 1 to rate schedule F. P. C. No. 7, and supplement No. 1 
to rate schedule F. P. C. No. 4, be and the same are hereby disallowed; 

(C) That the rates and charges contained in the respective Home 
Gas Company rate schedules F. P. C. Nos. 1, 2 and supplement No. 
1 thereto, 4, 6, 7, 10, and 11, which were heretofore in effect, and which 
contained the rates and charges for natural gas sold by Home Gas 
Company to The Keystone Gas Company, Inc., Binghamton Gas 
Works, Rockland Gas Company, Inc., Rockland Light and Power 
Company, and The New York State Electric & Gas Corporation, re- 
spectively, for resale for ultimate public consumption, are hereby 
reinstated, and shall be and remain in force and effect until further 
order of the Commission ; 

(D) That effective as of the date hereof, the permission hereto- 
fore granted in the Commission’s order of January 28, 1941, that 
respondent provisionally collect and receive, subject to bond, the 
increased rates or charges contained in Home Gas Company rate 
schedules F. P. C. Nos. 18, 19, supplement No. 1 to rate schedule 
F. P. C. No. 1, supplement No. 2 to rate schedule F. P. C. No. 2, 
supplement No. 1 to rate schedule F. P. C. No. 6, supplement No. 1 to 
rate schedule F. P. C. No. 7, and supplement No. 1 to rate schedule 
F. P. C. No. 4, shall cease and terminate ; 

(E) That within 30 days from the date hereof, Home Gas Com- 
pany shall well and truly refund to The Keystone Gas Company, 
Inc., Binghamton Gas Works, Rockland Gas Company, Inc., Rock- 
land Light and Power Company and The New York State Electric 
& Gas Corporation, respectively, all those moneys charged, collected, 
or received by it from said respective companies, being the difference 
between the rates provided for in Home Gas Company rate schedules 
F. P. C. Nos. 1, 2 and supplement No. 1 thereto, 4, 6, 7, 10, and 11, and 
those contained in Home Gas Company rate schedules F. P. C. Nos. 
18, 19, supplement No. 1 to rate schedule F. P. C. No. 1, supplement 
No. 2 to rate schedule F. P. C. No. 2, supplement No. 1 to rate schedule 
F. P. C. No. 6, supplement No. 1 to rate schedule F. P. C. No. 7 and 
supplement No. 1 to rate schedule F. P. C. No. 4, together with in- 
terest thereon at the rate of 6% per annum, from the date of receipt 





HOME GAS COMPANY 411 


of said moneys by Home Gas Company, to the date of refund and 
repayment thereof by Home Gas Company to said respective 
customers; co 

(F) That within 40 days from the date hereof, Home Gas Com- 
pany shall certify to the Federal Power Commission that it has 
fully complied with this order, and shall furnish a detailed statement 
showing the mode of calculation, and amounts of payments, of all 
refunds, as well as the dates thereof, and shall obtain and furnish a 
receipted satisfaction or release from each of its aforesaid customers 
evidencing discharge of its liability to make such refunds. 





‘ 
k 
[ 
1 


IN THE MATTER OF 


CHICAGO DISTRICT ELECTRIC GENERATING 


CORPORATION 


Investigation into Reasonableness of Rates and Charges of Public Utility 


and Alleged Preference and Discriminatior 
IT-5500 
(Decided July 16, 1941) 
Syllabus 


1. Respondent, an Indiana corporation, having an electric generating sta- 


tion and transmission facilities in Indiana, generating electric energy 
in Indiana and transmitting it to the Illinois-Indiana state line at 
which point it was delivered and sold to Edison Company, an Illinois 
corporation, by which such electric energy was commingled with other 
electric energy generated by said Illinois corporation and resold to 
consumers in the city of Chicago, is a public utility as defined in 
section 201 (e) of the Federal Power Act and such sale of electric 
energy for resale and transmission of electric energy in interstate 
commerce is subject to the jurisdiction of the Federal Power 
Commission. P. 416. 


. Neither the respondent’s action in submitting its agreements with dis- 


tributing companies for filing with two state commissions, nor the 
state commissions’ acceptance of the agreements for filing govern the 
question of jurisdiction of the Federal Power Commission. P. 416. 


. Respondent’s claim of exemption under section 201 (b) is denied. P. 416. 
. The supplying of electric energy by respondent to another Indiana cor- 


. In 


6. In 


poration, whose operations are entirely within the state of- Indiana 
does not involve a transmission of electric energy in interstate com- 
merce as defined in section 201 (c) of the Federal Power Act even 
though a portion of the electric energy so supplied enters the state 
of Illinois from Indiana and then reenters the state of Indiana 
without any such electric energy being taken or used within the 
state of Illinois. P. 416. 

a proceeding to investigate whether the rates and charges of re- 
spondent are unjust, unreasonable or unduly discriminatory, under 
the provisions of the Federal. Power Act, evidence of the reproduc- 
tion cost of respondent’s property as of June 30, 1940, held properly 
excluded under section 208 (a) in fixing the rate base. P. 417. 
determining a rate base under section 208 (a) of the Federal Power 
Act, the Commission is authorized to determine whether in the spe- 
cific case evidence of reproduction cost is necessary. P. 417. 


. Congress in section 208 (a), clearly evinced a definite departure from 
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the fair value doctrine of Smyth v. Ames. P. 417. 











15. 


16. 


18. 


19. 


20. 


8. In cases where the historical records of public utilities subject to the 


9. 


10. 


11. 


12. 


13. 


14. 
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Commission’s jurisdiction are not in such shape that the prudent 
investment in their properties may be accurately determined, section 
208 (a) leaves the door open for the Commission to consider not 
only such evidence of actual legitimate cost as may be adduced, but 
also other facts, such as reproduction cost, which may bear upon 
the fair value of the property. P. 418. 

Inherently fallacious nature of reproduction cost evidence. P. 419. 

The rate base in this case is the actual legitimate original cost of the 
property used and useful in furnishing the service less the existing 
depreciation in such property, plus the working capital necessary to 
render such service. P. 420. ‘ 

In determination of the actual legitimate cost of respondent’s prop- 
erties, interest during construction in excess of 6 per cent simple 
interest, paid by a subsidiary to affiliated companies for an advance 
of construction funds, was held to be excessive. P. 421. 

Investment in lands acquired for anticipated future storage and han- 
dling of coal, etc., and for possible future use in providing a barge 
channel, represents an investment in property which is not presently 
used and useful. P. 421. 

An amount representing a portion of the main station building pres- 
ently used and useful in rendering electric service held an allowable 
cost. P. 422. ; 

Expenses incurred, such as interest charges, taxes, etc., during period 
of deferment when construction of then incompleted generating Unit 
No. 2 (since completed and in service) was suspended, are not prop- 
erly included in rate base. P. 422. 

Annual depreciation at a rate of 3 percent on a straight line basis is 
a proper allowance on the facts of this case. P. 423. 

An accumulated depreciation reserve which is based on reasonable 
annual charges should represent the accumulated cost of property 
which has been consumed ig rendering service, i. e., the actual accrued 
depreciation. P. 424. 


. Items of working capital, such as fuel, materials and supplies, cash 


operating requirements based on an over-all lag of 45 days invest- 
ment in prepaid insurance held allowable items in the rate base; but 
items for operating contingencies held unreasonable and without 
substantial support in fact. P. 424. 

Where the respondent, as a generating and transmitting company de- 
livered its electric energy to two distributing companes, one within 
the jurisdiction of the Federal Power Commission and the other not 
within the jurisdiction of the Commission, the rate base and its 
elements were allocated between the two companies on a kilowatt 
basis. P. 426. 

On the basis of the evidence in the record as to interest rates and 
other related economic factors, a 5% percent rate of return on the 
rate base is held fair and reasonahie. P. 427. 

An estimated increase in taxes (excess profits tax) allowed as proper 
additional item of expense. P. 427. 


Irvin Rooks, Francis X. Busch, Lee A. Freeman and Cassius M. 
Doty for respondent. 

John E. Cassidy, Assistant Attorney General, and Abe L. Stein, 
Assistant Attorney General for Illinois Commerce Commission. 
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Mote Cook, Commissioner, for the Public Service Commission of 
Indiana. 


George Slaff for the Commission. 


By tHe Commission: 


On December 15, 1937, the Commission adopted an order institut- 
ing an investigation to determine (a) whether the agreements, or any 
provisions thereof, under which the Chicago District Electric Gen- 
erating Corporation sells electric energy, violate any provisions of 
the Federal Power Act, or any regulation or order thereunder, and 
(b) whether any rates and charges made or received by said respond- 
ent in connection with the transmission and sale of electric energy, 
subject to the jurisdiction of this Commission, to the Northern Indi- 
ana Public Service Company, the Public Service Company of North- 
ern Illinois, the Commonwealth Edison Company, and the Public 
Service Company of Indiana under said agreements and practices 
pertaining to such rates and charges, (1) make or grant any undue 
preference or advantage to any person or subject any person to any 
prejudice or disadvantage, or (2) constitute any unreasonable differ- 
ence in rates, charges, service, or facilities, either as between local- 
ities or as between classes of service, or (3) are unjust, unreasonable, 
or unduly discriminatory. 

The respondent is a corporation organized and existing under the 
laws of Indiana, and as such it owns and operates an electric gener- 
ating plant commonly known as the State Line Station, together 
with facilities for the transmission therefrom of electric energy, lo- 
cated at the extreme northwest corner of and wholly within the State 
of Indiana. In fact, respondent’s western property line, the Illinois- 
Indiana state line, and the eastern boundary of the city of Chicago 
are identical. 

Pursuant to agreements dated December 22, 1928, the State Line 
Generating Company, the predecessor of the respondent, entered into 
separate agreements with the Northern Indiana Public Service 
Company, the Public Service Company of Northern Illinois, the Com- 
monwealth Edison Company, and the predecessor of the Public Serv- 
ice Company of Indiana, under which the aforesaid companies became 
entitled, for a term expiring June 30, 1979, to the electric energy 
available from the first unit of the Generating Company in the fol- 
lowing proportions: 20, 30, 40, and 10 percent, respectively. 

Under the aforesaid agreements, each of the purchasing companies 
apreed to pay to respondent’s predecessor its share of fixed charges, 
as therein defined, on the investment of the State Line Station in 
relation to the proportionate part of the net capacity of the gener- 
ating station assigned to the production of energy to be sold to each 
of said companies. In addition to the payment of a proportionate 
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share of the fixed charges, each of the purchasing companies agreed 
to pay to the Generating Company its proportionate part of the 
Generating Company’s operating expenses, such operating expenses 
to include (1) management and general expenses, (2) operating labor 
expense, (8) expense of operating supplies, excluding fuel, (4) ex- 
pense of maintenance and repairs, including labor and materials, and 
(5) reasonable charges on account of employees’ benefits, including 
proportionate charges for service annuities and savings funds. 
Moreover, in addition to the fixed charges and operating expenses 
referred to, the purchasing companies also agreed to pay to respond- 
ent’s predecessor a fuel charge. 

On January 1, 1939, during the progress of this investigation, en- 
tirely new agreements were made for the disposal of the electric 
energy generated by the respondent company. Under the new ar- 
rangements Commonwealth Edison Company, hereinafter referred to 
as Edison, and Northern Indiana Public Service Company, herein- 
after referred to as NIPSCO, purchase the entire output from State 
Line Station. Moreover, the Edison company owns 100 percent of 
the voting stock of the respondent here under investigation and ob- 
tains delivery of approximately 80 percent of the energy generated 
and produced at said station. 

The agreements with each of these two customer companies are 
similar except as to the amount of energy delivered to each. The 
charges provided are the costs of operating the plant and transmis- 
sion facilities including an allowance for return, taxes and deprecia- 
tion. The total costs are allocated between and recovered in revenue 
from Edison and NIPSCO. 

During the course of our investigation respondent made a number 
of changes in its agreements. On November 1, 1938, it reduced the 
previously established allowance for fixed charges by 1 percent from 
121% percent to 1114 percent, thereby reducing its total charges ap- 
proximately $420,000 per year. Other changes in the agreements 
were made until July 1, 1939, when the present two agreements were 
executed and made effective as of January 1, 1939. 

Hearings were held both in Chicago, Ill., and in Washington, D. C. 
These hearings were concluded in October 1940, with the evidence 
in the record brought down to June 30, 1940. From time to time 
during the hearings representatives of the Indiana Public Service 
Commission and the Illinois Commerce Commission sat with our 
trial examiner, who presided. 


JURISDICTION 


At the outset, let us dispose of the question of jurisdiction. Re- 
spondent asserts that it is not subject to the jurisdiction of this 
Commission because it is now regulated by the Public Service Com- 
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mission of Indiana; that the present agreements were submitted to 
and approved by both the Illinois Commerce Commisison and the 
Public Service Commission of Indiana, and that section 201 (b) of 
the Federal Power Act provides that we: “* * * shall not 
have jurisdiction, except as specifically provided * * *, over 
facilities used for the generation of electric energy * * *.” 

Obviously, neither respondent’s actions in submitting. the agree- 
ments for filing to the two state commissions nor the actions of these 
commissions in permitting them to be filed govern the question of 
jurisdiction. That problem is one of fact and law.. The record 
discloses determining facts that are clear and indisputable. 

Respondent is an Indiana corporation. Its generating station and 
transmission facilities are in Indiana. The electric energy supplied 
Edison is generated in Indiana and transmitted to the Illinois-Indiana 
state line at which point it is delivered and sold to Edison. The 
Edison Company is an Illinois corporation. The electric energy 
received is commingled with electric energy generated in its own 
plants and from other sources and resold to consumers in the city 
of Chicago. Clearly, there is involved a sale for resale and trans- 
mission of electric energy in interstate commerce. It is equally clear 
that such sale and transmission of electric energy is subject to the 
jurisdiction of this Commission under the provisions of the Federal 
Power Act, notwithstanding respondent’s claim of exemption under 
section 201 (b). To concludé otherwise would do violence to the 
express provisions of the act. 

NIPSCO is an Indiana corporation whose operations are entirely 
within that state. A portion of the electric energy supplied by re- 
spondent to NIPSCO enters the State of Illinois but re-enters the 
State of Indiana without any such electric energy being taken or 
used within the State of Illinois. It appears, therefore, that the 
energy obtained by NIPSCO from the respondent does not involve 
a transmission of electric energy in interstate commerce as defined 
in section 201 (c) of the Federal Power Act.* 


PRUDENT INVESTMENT 


The record before us raises the question of the necessity, under the 
Federal Power Act, for considering evidence of the reproduction 
cost of respondent’s property. When the company sought to intro- 
duce evidence of the reproduction cost of the property as of June 30, 
1940, the examiner, upon motion of Commission counsel, excluded 
such evidence. Hence, there is no reproduction cost evidence in the 
record. 


2“201 (c) For the purpose of this Part, electric energy shall be held to be transmitted 
in interstate commerce if transmitted from a State and consumed at any point outside 
thereof ; but only insofar as such transmission takes place within the United States.” 
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The evidence discloses, however, that the property of the respond- 
ent was constructed substantially in two large blocks. Out of a total 
gross investment of approximately $41,000,000, approximately $26,- 
000,000 was invested in the period 1925-29, and approximately 
$15,000,000 in the periods 1929-82 and 1936-38. It is agreed by all 
that the respondent’s cost records are complete and well maintained. 
There is no difficulty whatever in ascertaining promptly and ac- 
curately from the books of the respondent the cost of, or the prudent 
investment in, its property. 

The answer to the problem of whether we have been authorized by 
Congress to disregard reproduction cost evidence in fixing the rate 
base is to be found in section 208 (a) of the Federal Power Act. 
That section provides: 


See. 208. (a). The Commission may investigate and ascertain the actual 
legitimate cost of the property of every public utility, the depreciation therein, 
and, when found necessary for rate-making purposes, other facts which. bear 
on the determination of such cost or depreciation, and the fair value of such 
property. 

We are thus authorized, in the first instance, to investigate and 
ascertain the actual legitimate cost of the property of every public 
utility. We are likewise authorized to ascertain the depreciation 
therein. It is when we find it necessary for rate-making purposes in 
specific cases that we may determine other facts bearing on the “fair 
value” of such property. 

Consideration of the legislative history of section 208 (a), together 
with the clear wording of the section as it stands, leads us to conclude 
that Congress recognized that although there might be some situa- 
tions in which evidence of reproduction cost would be a necessary 
concomitant of rate base determination, this Commission was author- 
ized to determine whether in a specific case such evidence was 
necessary. 

Congress clearly evinced a definite departure from the fair value 
doctrine of Smyth v. Ames.2 The experience of the first half of the 
decade of the thirties had brought home even more strikingly than 
before the validity of Mr. Justice Brandeis’ statement in his dis- 
senting opinion in the Southwestern Bell case * that “The experience 
of the 25 years since that case was decided has demonstrated that the 
rule there enunciated is delusive.” Congress recognized the fair value 
doctrine as an impediment to rate making. It saw plainly the lack 
of practical workability in a requirement that we be compelled in 
all rate cases to enter into the elaborate investigations and determina- 





#169 U. S. 466 (1898). 


* State of Missouri ew rel. Southwestern Bell Telephone Company vy. Public Service Com- 
mission of Missouri, et al., 262 U. 8. 276, 292. 
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tions implicit in any reproduction cost finding, when, in most cases, 
there would be no necessity for any such determination, 

Hence we were directed to determine facts other than actual legit- 
imate cost bearing on the fair value of a utility company’s property 
in those situations when we found it necessary in order to do justice 
in the rate-making process. It was recognized that there still might 
be some instances of companies subject to our jurisdiction whose 
historical records were not in such shape that the prudent investment 
in the property might be accurately determined. In such cases the 
door was left open to us to consider not only such evidence of actual 
legitimate cost as might be adduced, but also other facts, such as 
reproduction cost, which might bear on the fair value of the property. 

It would appear, therefore, that this section contemplates the as- 
certainment of facts other than the actual legitimate cost which bear 
upon the fair value of the company’s property in rate-making pro- 
cedures when the exigencies of the particular situation require such 
a determination. In the normal case we were directed, however, only 
to determine the actual legitimate cost and the depreciation, i. e., 
the prudent investment, of the utility’s property.‘ 

The facts in this proceeding are particularly appropriate for the 
determination of a rate base strictly on a prudent investment basis. 
This is a situation peculiarly suitable for the application of the 
statutory power granted us “to escape the fog into which speculations 


based on !Smyth v. Ames have enveloped the practical task of ad- 
ministering systems of utility regulation.” 5 

It would be inappropriate for us in this proceeding to engage in 
the long, tortuous, and essentially meaningless process of first at- 
tempting to determine the amount of the extremely speculative ele- 
ment of the reproduction cost of respondent’s property, and then 
attempting to determine the equally speculative factor of how much 


*Our view that the cost rate base was uppermost in the mind of Congress when the 
Federal Power Act was adopted is concurred in by the Special Committee of the Public 
Utility Law Section of the American Bar Association. This Committee concludes: 

It will be noted that the primary duty of the Commission under these two provisions* 
is to ascertain the cost of the property and the depreciation therein, and that “other 
facts which bear on the determination of such cost or depreciation, and the fair value 
of such property” are to be determined only “when found necessary for rate making 
purposes.” There is here the possible inference that the Congress, when it drafted this 
provision, was hopeful that the courts would decide that nothing other than the “actual 
legitimate cost” of the property would be “found necessary for rate making purposes.” 
However that may be it is patent that an accounting or cost rate base was dominant in 
the Congressional mind, and that these very recent statutes in that respect are the very 
antithesis of some of the older state statutes which prescribe the reproduction cost new 
less depreciation formula. [Report to the Council and Public Utility Law Section of the 
American Bar Association at the annual meeting of the A. B. A., September 1940, by the 
Special Committee to Report on Recent Developments in the Field of Public Utility 
Valuation and Accounting, pp. 14 and 15. (Italics supplied.) ] 

é *Sec. 208 of the Federal Power Act and the corresponding section, sec. 6, of the Natural 
as Act. 


®Concurring Opinion of Mr. Justice Frankfurter and Mr. Justice Black in Driscoll ¥. 
Edison Light € Power Co.. 307 U. 8. 104, 123. 
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weight should be given to the first speculation in arriving at a con- 
clusion with respect to “fair value.” 
We have had occasion to observe previously that: 


The main difficulty with the fair value doctrine lies in the reproduction 
cost element. 

The reproduction cost factor is particularly inappropriate as applied to 
property of electric and communication utilities, 

The utter impossibility of taking two widely divergent amounts arrived at 
on wholly different bases, the one (original cost) subject to rather exact meas- 
urement and the other (reproduction cost) speculative in the extreme, and 
combining them reasonably so as to produce a legally sufficient result, has 
led the public utility regulatory agencies to make a polite bow to the elements 
mentioned, but to employ in fact either prudent investment or reproduction cost 
as the sole criterion of value. 

It has been the considered judgment of the great majority of the regulatory 
commissions that the use of reproduction cost is not a proper factor in the 
determination of a valuation. 

The general opinion of regulatory authorities who have passed upon. the 
question of a proper valuation base is overwhelmingly in favor of the prudent 
investment as opposed to the reproduction cost method. 

In practice the indefensible character of reproduction cost figures stands 
out in bold relief. 

The pricing process is a monstrous example ef guess work. The present 
reproduction cost of old equipment which is no longer manufactured can be 
computed only by some sort of legerdmain. 

The results so unscientifically computed are necessarily permeated with 
inaccuracies. That such results are inaccurate is known to every public 
utilities commission. k 

The result of this situation is not only that the determination of reproduc- 
tion cost is extremely difficult, but, as has been pointed out, no two experts 
can reach an agreement upon the figure to be used. 

The effect of the indefiniteness of the concept of reproduction cost is that 
the rate base is entirely unpredictable. The utility and the regulatory com- 
mission are, until the final decision, entirely in the dark, and so is the 
investor. 

The tremendous consumption of time and money in the determination of 
reproduction cost accomplishes nothing. 

It would be difficult to conceive of anything farther removed from reality 
than the idea of reproduction cost as it is at present applied by the courts.° 


Reproduction cost evidence is inherently fallacious and should be 
confined to those rare cases where evidence of original cost or pru- 
dent investment cannot reasonably be assembled. This basic and 
inherent unsoundness is clearly evidenced by the wide disparity that 
exists in the estimates of reproduction cost presented by representa- 
tives of utility companies and representatives of municipalities or 
State commissions. An examimation of reproduction cost evidence 
in rate cases, reported in “Public Utility Reports” for the years 


* Brief of the United States, Amicue Ouriae, in which this Commission joined, case of 


oo v. Edison Light 4 Power Company, No. 509, October Term, 1938, reported in 807 
. 8. 104, 










































































420 FEDERAL POWER COMMISSION 





1928 to 1933, shows excesses of company reproduction cost appraisals 
over similar appraisals for the municipalities or commissions in- 
volved ranging from 2.78 percent, the minimum, to a maximum of 
450.66 percent. The average excess of company appraisals over city 
or commission appraisals for each of the six years was determined 
to be: 1928, 29.88 percent; 1929, 48.23 percent; 1930, 33.54 percent; 
1931, 52.30 percent ; 1932, 105.08 percent ; 1933, 53.38 percent; average 
for 6 years, 51.50 percent. 

Contrasted with this is the fact that the determination of original 
cost, or prudent investment, may normally be made from existing 
books and records of utility companies, with expedition, accuracy, 
and lack of substantial conflict between representatives of the private 
and public interests. 

In the instant case there were but twelve days of hearings. In 
these twelve days, it is conceded by respondent, every single phase 
of: evidence necessary to the determination of fair and reasonable 
rates for a forty million dollar company—with the exception of 
reproduction cost—was introduced and thoroughly explored in cross- 
examination. Contrast this situation with the inevitable delays 
attendant upon the introduction in rate case procedure of the repro- 
duction cost element.’ 

We do not deem it necessary to go into an extensive discussion 
of the inherent invalidity of reproduction cost evidence. As was 
pointed out by Mr. Justice Frankfurter in his concurring opinion 
in Driscoll v. Edison, 307 U.S. 104, 123, the fair value doctrine has 
been “widely rejected by the great weight of economic opinion by 
authoritative legislative investigations, by utility commissions 
throughout the country, and by impressive judicial dissents.” 

We have been authorized by Congress to determine the actual 
legitimate cost of utility properties and the depreciation therein, 
viz, the prudent investment. We have been directed to determine 
other facts bearing on the fair value of such property, such as 
reproduction cost, when found necessary for rate-making purposes. 
There is nothing which makes a determination of reproduction cost 
necessary for rate-making purposes in this proceeding. On the 
contrary, such a determination would be not only valueless but, in 
fact, obstructive of the orderly regulatory process. We conclude, 
therefore, that the rate base in this case is the actual legitimate cost 
of the property used and useful in furnishing the service subject to 
our jurisdiction, less the existing depreciation in such property, plus 
the working capital necessary to render such service. 
*™See Mr. Justice Black: dissenting: in McCart v. Indianapolis Water Co., 302 U. 8. 419, 


435; see also Mr. Justice Brandeis concurring in St. Joseph Stockyards Co. v. United 
States, 298 U. 8. 38, 88-92. 
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THE ACTUAL LEGITIMATE COST OF RESPONDENT’S PROPERTIES 


It remains then to determine the rate base in the light of the 
principles enunciated above. 

It is agreed that the recorded book cost of respondent’s property 
as of June 30, 1940, is $41,698,491.62. It is also agreed by the Com- 
mission staff and respondent that a total of $59,295.91 should be 
deducted therefrom and an amount of $115,949.06 added thereto.® 
There is thus no dispute to this point that recorded book cost should 
be adjusted to a total of $41,755,144.77. 

The Commission staff claims that $296,396.40 should be deducted 
from book cost as representing improper charges for interest during 
construction. Respondent claims that $571,955.38 should be added 
to recorded interest during the period of actual construction of Units 
1 and 2.° 

An examination of the evidence leads us to conclude that $296,- 
396.40, the amount in excess of 6 percent simple interest, should be 
deducted as not representing legitimate interest payments during 
construction. Respondent sought to justify its claims by presenting 
evidence of weighted average cost of money to Edison. Such eyi- 
dence is not conclusive that an allowance of interest in excess of 
6 percent should be allowed. The payments were made to affiliated 
companies. The fact that common stock was used to represent a 
part of construction advancements is of no significance. A rate in 
excess of 6 percent simple interest paid by a subsidiary to affiliated 
companies, which advance construction funds would, under circum- 
stances existing in this proceedings, be excessive; it would not be 
fair to the rate-paying public. 

The conclusion here arrived at by us has ample support in ante- 
cedent actions of the Commission. and is adhered to by the Interstate 
Commerce Commission in valuation cases.” 

Evidence was offered by the Commission’s staff in support of 
making a deduction from recorded book cost, as representing prop- 
erty not used and useful, of $1,327,456, ($1,101,590 representing 
buildings and $225,866 representing land). With respect to the 
item for land, we find that $109,463 representing the cost of land 
acquired to provide for anticipated future storage and handling of 
coal, ete., and the $116,403 representing cost of land held for possible 


8 The $59,295.91, “Organization Expense,” should be included in balance sheet account 
151, “Capital Stock Expense,” instead of in plant accounts. The $115,949.06 represents 
net cost of certain equipment replaced prior to completion of construction of Unit No. 2 
and improperly charged to depreciation reserve. A balancing adjustment should be made 
in the depreciation reserve. 

* This is apart from a claim of $2,548,946.36 for additional interest during the deferment 
of construction of Unit No. 2, discussed subsequently. 

% Chelan Electric Company, Licensee, 1 F. P. C. 102, 113; Portland General Electric 
Company, Licensee, 1 F. P. C. 161, 183; see also, Ohio Utilities Company v. Public Utilities 
Commission, 267 U. 8. 359, 362 (1925). 
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future use in providing a barge channel, making a total of $225,866, 
represents an investment in property which is not presently used 
and useful. 

The Commission staff recommended that an amount representing 
the portion of the main station building which was originally re- 
served for Unit No. 3 be deducted from the rate base. Respondent 
claims that the entire main station building is presently used and 
useful in rendering electric service. In the light of all the evidence 
of record we accept respondent’s contention that the amount of 
$1,101,590 should not be deducted from the rate base. 

Respondent seeks to include in the cost of its property a total of 
$3,098,678.13 as carrying costs during period of deferment of Unit 
No. 2, unrecorded on its books, referred to in the record generally 
as “deferment expense.” This novel claim is based upon the circum- 
stance that in 1932 respondent suspended the construction of its then 
still incompleted generating Unit No. 2, because of the lack of de- 
mand for energy. Construction of this unit remained suspended 
from September 1, 1932, to August 31, 1936, when construction was 
resumed. This unit has since been completed and is now in service. 

These deferment expenses are made up of alleged interest charges, 
taxes, and certain other expenses incurred in connection with this 
unit during the period of deferment. 

The largest part of the total is represented by a claim of 
$2,548,946.36 for interest. 

Respondent seeks to include the expenses within the concept of 
actual cost or prudent investment upon the apparent theory that 
the prudent investment doctrine permits such inclusion within the 
rate base. 

Respondent does not claim that Unit No. 2 was either used or 
useful in rendering electric service during the four year period when 
its construction was suspended. It asserts merely that if construc- 
tion work had been carried to completion instead of being suspended 
in 1982, its customers would have been required to pay even greater 
charges than return and depreciation on the amount now sought 
to be capitalized even though the energy capable of being produced 
by this unit “would not have been needed or required by respond- 
ent’s customer companies.” The respondent’s proposal in effect is 
that we permit capitalization of deficits in earnings during the build- 
ing suspension period. To this we cannot agree, as losses traceable to 
insufficient capacity or to idle installation cannot properly be capital- 
ized as construction cost (Galveston Elec. Co. v. City of Galveston,: 
258 U.S. 388, 395). 

Neither the System of Accounts prescribed by the Federal Power 
Commission nor any other system of accounts prescribed by regur, 
latory commissions for electric (or other) utilities makes provision’ 
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for the inclusion of such expenses as a component of construction 
cost of utility plant. It has consistently been the considered opinion 
of regulatory commissions that no such factor may enter into cost 
of plant. 

Consequently, we do not allow the addition to recorded cost of 
these alleged “deferment expenses,” in the sum of $3,098,678.13. 

Our conclusion is that the proper total gross cost of respondent’s 
property used and useful in furnishing electric service is $41,232,- 
882.37. Set out below is a tabulation showing the derivation of 
this amount, as previously pointed out. 

Book cost Units Nos. 1 and 2 as of June 30, 1940. $41, 698, 491. 62 
Deduct: 


Organization expense $59, 295. 91 
Interest during construction 355, 692. 31 


Subtotal 41, 342, 799. 31 
Add cost of air cooling system retired in error 115, 949. 06 


Adjusted original cost of plant 41, 458, 748. 37 
Deduct property not presently used and useful 


Gross cost of plant presently used and useful 41, 232, 882. 37 


DEPRECIATION 


Except for a short period of time respondent has followed a con- 
sistent and sound basis in recording the annual cost of its property 
consumed in rendering service, i. e., the annual depreciation. It 
adopted from the outset a 3 percent rate on a straight line basis. It 
has followed this practice except for the short period noted, when 
the sinking fund method was employed. 

There is no disagreement between the Commission staff and re- 
spondent as to the adequacy and reasonableness of the 3 percent 
annual charge on a straight line basis as representing a proper al- 
lowance for annual depreciation. Likewise, there is no disagreement 
concerning the proposition that if this amount is proper annually 
then the accumulation of these amounts in a reserve represents the 
accumulated cost of property which has been consumed in rendering 
service, i. e., the accrued depreciation. 

Respondent did present evidence by one witness as to the accrued 
depreciation in the property principally on the basis of observation. 
By this method this witness arrived at a percentage of the property 
which was claimed as the proper allowance for accrued depreciation. 
This amount was less than the depreciation reserve. If the’ result 
based on such method is correct, then clearly the respondent has 
been charging the purchasing companies annually in excess ofa 
reasonable amount as depreciation expense and the future allowance 
should be reduced accordingly. If, however, as respondent claims, 
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the annual charges are reasonable, then clearly, the accumulated 
reserve based on such charges is the best measure of the accrued 
depreciation in the property. 

The true conception of depreciation leaves no room to doubt that 
annual depreciation expense and actual existing depreciation must 
be harmonized. Annual depreciation measures the diminution in 
service life, capacity or utility in 1 year—actual existing or accrued 
depreciation is the total diminished service life, capacity or utility to 
the date of inquiry. To accept the one while denying the other is 
to be illogical and guilty of employing dual standards witl resulting 
injustices to the public or to the utility. 

* * * The principles are identical which govern the estimating of loss in 
service capacity for both accounting and valuation purposes.” 

The Supreme Court has pointed out on many occasions that there 
should be consistency between the annual depreciation allowance and 
the determination of actual existing depreciation.” 

The Commission accepts respondent’s total accumulated deprecia- 
tion reserve of $8,383,744.51 as of June 30, 1940 (after correction 
for an error of $115,949.06) as the best and most reasonable measure 
of the actual accrued depreciation existing in respondent’s entire 
property as of that date. 


WORKING CAPITAL 


The respondent company claims the following for working 
capital : 
(1) Requirements for operating expenses___..___._._.__-_____-__- $552, 880. 11 
(2) Fuel (including 90 day supply of coal) 989, 182. 51 
(3) Materials and supplies 185, 983. 32 
(4) Prepaid insurance, working funds, ete 
(5) Cash allowance for operating contingencies 


2, 008, 628, 13 
The amounts claimed for fuel and materials and supplies are con- 
sidered reasonable and proper. The amounts claimed for operating 
expenses and prepaid insurance, working funds, etc., are unreason- 
able and the claim for operating contingencies entirely denied. 
Respondent’s claim for cash operating requirements is based on an 
over-all lag of 60 days from the beginning of service. Almost half 
of this time, 26 days, is claimed as necessary for the preparation of 
bills. This is substantially in excess of common experiences and 
practices and respondent admits that it can be reduced by at least 
15 days. An over-all lag of 45 days is reasonable and sufficient. 
Evidence of record discloses that operating expenses requiring cash 
expenditures in advance of revenues for the year ended June 30, 1940, 


11 Telephone and Depreciation Charges, 177 I. C. C. 351, 408. 
33 Lindheimer v. Illinois Bell Telephone Co., 292 U. 8. 151. 
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were $2,293,568.98. A period of 45 days therefore represents $282,- 
768.78. This sum is the best available measure of operating 
- requirements for the future and that amount is allowed. 

The claim for $80,582.19 included allowances for certain working 
funds and advances to employees and prepaid insurance. Ample 
allowance has already been made, with the possible exception of pre- 
paid insurance, for these miscellaneous items in the $282,768.78 for 
operating expenses requirements. The investment in prepaid insur- 
ance as of June 30, 1940, was $48,397.18 and this was in excess of the 
average investment for the preceding 12-month period. This appears 
to be a reasonable amount to allow for the future. 

The total of the amounts allowed for working capital is $1,506,- 
831.79. This is exclusive of the claim of $200,000 for operating con- 
tingencies, which we disallow as unreasonable and without substantial 
support in fact. That the total amount allowed is liberal is clearly 
evident from the fact that respondent has been operating on a work- 
ing capital allowance of approximately $1,235,000. Moreover, the 
company has a minimum of $500,000 on hand at all times as funds 
received for payment of taxes, but which are in fact in excess of tax 
payments due. 

ALLOCATIONS 


The charges in the present agreements, other than operating ex- 
penses, provide for the allocation of respondent’s investment in gen- 
erating facilities, plus an allowance for working capital, between 
Edison and NIPSCO on a kilowatt basis. Edison’s share is 272449 
and that of NIPSCO, 7%4.. To this total is added the respective 
and separate investment in transmission facilities for each to arrive 
at a billing base. No deduction is made for accrued depreciation. 
Operating expenses are billed to each customer on the basis of actual 
costs incurred for each in the supply of energy. 

We adopt the same principle of allocation as does respondent. 
The respondent, however, in its allocation, used gross investment plus 
working capital, whereas we use the prudent investment—actual 
legitimate cost less depreciation—plus working capital. 

There follows a statement of the amounts found as reasonable 
herein and the portion thereof allocable to Edison: 


| 
| Allocated 
Total to Edison 


Basis of allocation 














Generating equipment-._. -- $39, 125, 324 $31, 117, 217 | Kilowatts. 
Transmission facilities _ - : 2, 107, 558 1, 181, 702 | Direct. 
Total gross investment ve 41, 232, 882 32, 298, 919 
Less: Total accrued depreciation. .- retell 8, 383, 745 6, 567, 232 | Per dollar of investment. 
Prudent investment. .-_-.--.-. 4 32, 849, 137 25, 731, 687 
Ween Cupane sd. Ase cubs ed 1, 506, 332 1, 198,018 | Kilowatts. 


Rate base.......-.--..-.---------.0------------.| 84,368,460 | 26, 929, 705 
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Edison is obligated to pay on a basis of 272,000 kilowatts out of a 
total installation of 342,000 kilowatts. NIPSCO is obligated to pay 
on the basis of the remaining 70,000 kilowatts. Accordingly, the 
allocation to Edison is in the ratio of 272449. 

The total accrued depreciation is $8,383,745. This is $0.2033266799 
for each dollar of the total gross investment of $41,232,882. This 
ratio applied to the total gross investment of $32,298,919 allocated 
to Edison is $6,567,232, which represents the accrued depreciation 
applicable thereto. This amount deducted from the gross investment 
of $32,298,919 results in a prudent investment, allocable to Edison, 
of $25,731,687. To this there is added an allowance for working 
capital to arrive at the rate base. 

The total working capital of $1,506,332 is allocated on a kilowatt 
basis. This is in accordance with the billing practice of respondent. 
Accordingly $1,198,018 is allocated to Edison which, added to the 
allocated prudent investment of $25,731,687, results in a rate base 
of $26,929,705. 


RATE OF RETURN 


The law and principles governing the determination of a fair rate 
of.return are well established. The record contains ample evidence 
concerning the various factors which must be weighed and consid- 
ered in arriving at a determination of such rate of return in this 


particular case. 

The Commission is particularly impressed by two facts. First, 
respondent operates an enterprise wherein even the ordinary risks of 
public utilities, which are less than most other businesses, have been 
almost eliminated. Second, yields on high grade public utility bonds 
and securities have never been as low as at present. These two facts, 
which are briefly discussed hereinafter, compel the conclusion that 
the fair return allowed respondent must be consistent with the pre- 
vailing economic conditions and the virtual absence of risk in the 
conduct of respondent’s business. 

Essentially the entire costs of respondent, including return, taxes, 
and depreciation, are guaranteed under two long term contracts. 
The charges are so designed that irrespective of output respondent 
is assured of its costs at all times. One of the contracts, which covers 
approximately 80 percent of the costs, is with the respondent’s parent 
company, Edison, one of the largest and most successful operating 
public utilities in the United States. It serves the large, growing and 
concentrated urban area of the city of Chicago with its numerous 
and diversified industries. The second contract, which covers the 
remaining costs, is also with a large and successful public utility 
whose territory includes the concentrated industrial and thickly pop- 
ulated area of northern Indiana. 


oan @ Ss we am Oe 
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..The record contains considerable evidence on interest rates and 
other related economic factors, their trend, and the relative financial 
stability and favorable position of public utilities as compared with 
most other business enterprises. Since 1934 there has been a decline 
in interest rates and yields to the point where they are now prob- 
ably lower than they have ever been for high grade public utility 
securities. As an example, in 1939, Edison sold at a premium $114,- 
500,000, principal amount, first mortgage bonds bearing a coupon rate 
of 314, percent. 

As a well established public utility, wholly owned by Edison, and 
whose costs are guaranteed by Edison and NIPSCO, respondent is 
in a particularly favorable financial position. It is in a position 
to finance its requirements for new construction or operations, either 
publicly or through its parent company, at extremely low interest 
rates. 

Evidence introduced by a witness for respondent indicates that 
for the period 1935-89 Edison earned an over-all average return 
of 5.32 percent on its claimed invested capital. During this same 
period Edison did approximately $375,000,000 of financing at low 
interest rates. 

Since the conclusion of the hearings in this case in October 1940, 
we take note of the swiftly moving events both here and abroad. 
However, notice is also taken of the fact that there has been no such 
change in interest rates and yields as would require a conclusion any 
different from that which follows from the evidence of record. 

After carefully considering all the evidence of record, it is con- 
cluded that a 514 percent rate of return is fair and reasonable on 
the rate base allowed. 

RATE REDUCTION 


For the twelve months ended June 30, 1940, the income available 
for return of respondent, per books, was $2,656,325.65. Respondent 
has proposed certain adjustments to revenues and expenses to reflect 
actual prevailing conditions resulting in an income of $2,503,814.33. 
With one exception these adjustments are accepted as proper. 

Respondent has increased its recorded annual allowance for de- 
preciation $111,061.46, to provide for depreciating the claimed de- 
ferred investment in Unit.No. 2. This claim, for the reasons stated 
herein, has been denied. Accordingly, this added depreciation charge 
is also disallowed. 


In addition to the adjustments made, respondent has estimated, 
but not included, an increase in taxes of $45,600 as excess profits tax. 
We include this amount as a proper additional item of expense. 

The resulting income available for return and considered as proper 
is $2,569,276. Applying the same method of allocating expenses used 
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by respondent in billing Edison and NIPSCO, $2,003,112 of the above 
income is found as derived from sales to Edison. 


The following tabulation shows the basis for arriving at the 
amount by which the present return exceeds a reasonable one for 


the respondent’s total operations and the amount applicable to sales 
to Edison: 


Gross investment 
Less: Accrued depreciation ss 8, 383, 745 | 


LS). on ne bei cecescudsepabehsasogiiahe cacao reniues : 32, 849, 137 
Plus working capital 1, 506, 332 


34, 355, 469 
Rate of return (percent) _ ---_-- ; Footed ns 514 


Reasonable return—6¥ percent of rate base-..-- aah ---| 1, 889, 551 


Income available for return -_--- a P 2, 569, 276 2, 003, 112 
Less: Reasonable return gue caticn ds iindaliieeiaasitn eile bansithe iunchil 1, 889, 551 1, 481, 134 


Excess income d : ‘ 679, 725 521, 978 





The above tabulation shows that the present return earned by 
respondent is excessive by $521,978 for service to Edison.* A reduc- 
tion of this amount in income would result in certain savings in 
income taxes. Accordingly, the present rates and charges are exces- 
sive and should be reduced by this amount, plus the concomitant sav- 
ings in taxes. An appropriate order will be entered to effect that 
result. 

LeLanp O ps. 
Cuiaupe L. Draper. 
Bast, Man ty. 
Joun W. Scort. 
Cuype L. Seavey. 


Order Reducing Rates 
Chicago District Electric Generating Corporation 


(Docket No. IT-5500) 


Upon consideration of the orders previously issued in this proceed- 
ing, the evidence of record, the briefs filed, and the Commission 
having on this date issued its opinion in this matter, which is hereby 
incorporated by reference and made a part hereof; 

The Commission finds that: 

(1) Chicago District Electric Generating Corporation (hereinafter 
referred to as respondent), an Indiana corporation, owns and oper- 


4% By the same token it appears that the earnings of respondent on the energy sold to 
NIPSCO are excessive by approximately $158,000. However, this matter lies within the 
province of the Indiana Commission. 
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ates facilities located in the State of Indiana for the generating and 
transmission of electric energy (including facilities for the transmis- 
sion of electric energy from its said plant to the State of Illinois), 
and sells at wholesale electric energy to Commonwealth Edison Com- 
pany (hereinafter referred to as Edison) and to Northern Indiana 
Public Service Company (hereinafter referred to as NIPSCQ) ; 

(2) Respondent is engaged in the business of transmitting and 
selling at wholesale electric energy in interstate commerce within the 
meaning of section 201 of the Federal Power Act; it transmits and 
sells at wholesale in interstate commerce to Edison for resale to 
consumers in the city of Chicago, [llinois, under present arrange- 
ments, approximately 80 percent of the electric energy which it 
generates ; 

(3) The facilities for such transmission and sale at wholesale of 
electric energy to Edison, and the rates and charges made, demanded, 
and received by respondent for or in connection with the transmission 
and sale of electric energy to Edison, and all rules and regulations 
affecting or pertaining to such rates or charges are subject to the 
jurisdiction of the Commission ; 

(4) The transmission of electric energy by respondent to NIPSCO 
does not constitute the transmission of electric energy in interstate 
commerce under section 201 of the Federal Power Act; 

(5) The actual legitimate cost before depreciation within the 
meaning of section 208 of the Federal Power Act of respondent’s 
entire electric plant used and useful as of June 30, 1940, is $41,232,882, 
of which $39,125,324 represents generating equipment and $2,107,558 
represents transmission facilities; of the total energy generated by 
respondent 272445 is sold to Edison, 7%4_ to NIPSCO; it is proper 
and reasonable to apportion generating facilities on such kilowatt 
basis; therefore, the actual legitimate.cost. before depreciation of 
respondent’s generating facilities devoted to supplying electric 
energy to Edison is 272449 of $39,125,324, or $31,117,217; transmis- 
sion facilities used respectively to supply electric energy to Edison 
and NIPSCO are allocated directly and properly on respondent’s 
books and $1,181,702 shown on respondent’s books correctly represents 
the actual legitimate cost before depreciation of transmission facili- 
ties used in supplying Edison, which makes the total actual legiti- 
mate cost before depreciation of facilities used in supplying Edison 
$32,298,919 ; 

(6) The figure, $8,383,745, being respondent’s total accumulated 
depreciation reserve as of June 30, 1940, (after correction of an 
erroneous charge of $115,949) correctly measures, for the purpose of 
this proceeding, the accrued depreciation existing in respondent’s 
property as of June 30, 1940; it is proper and reasonable to allocate 
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depreciation in the proportion which respondent’s facilities used 
to supply Edison bear to its facilities used for NIPSCO; therefore, 
$6,567,232 is the proper proportion of the total accumulated depre- 
ciation reserve to be deducted from $32,298.919 to obtain $25,731,687, 
which is the depreciated actual legitimate cost of respondent’s prop- 
erty used in supplying electric energy to Edison; 

(7) A total allowance of $1,506,332 for working capital is sufficient 
and reasonable; it is proper and reasonable to apportion working 
capital on the kilowatt basis established in finding (5) above; there- 
fore, $1,198,018 is a sufficient and reasonable allowance for working 
capital in connection with supplying electric energy to Edison ; $1,198,- 
018 added to $25,731,687 makes $26,929,705 which represents respond- 
ent’s prudent investment (depreciated actual legitimate cost) plus 
working capital in facilities used to supply electric energy to Edison ; 

(8) The sum of $26,929,705 is the proper rate base in this case 
upon which respondent is entitled to earn a fair rate of return for 
supplying electric energy to Edison; 

(9) An annual rate of return to respondent from sales of electric 
energy to Edison of 514 percent on the rate base of $26,929,705, 
which would amount to an annual net operating income of $1,481,134, 
is fair and reasonable; 

(10) Respondent’s net operating income for the 12-months period 
ending June 30, 1940, was $2,569,276, of which $2,003,112 was re- 
spondent’s net operating income from sales to Edison; 

(11) Therefore, the rates and charges made, demanded, and re- 
ceived by respondent for and in connection with the transmission 
and sale at wholesale of electric energy to Edison in interstate com- 
merce are unjust and unreasonable and are excessive as of June 30, 
1940, by the amount which $2,003,112 exceeds $1,481,134, or $521,978 
plus the income and other taxes applicable to that amount; 

(12) The rates and charges made, demanded, and received by 
respondent for supplying electric energy to Edison as hereinafter 
fixed and determined will be just and reasonable; 

Therefore, the Commission orders that: 

(A) Respondent, Chicago District Electric Generating Corpora- 
tion, shall on or before August 15, 1941, revise its rates and charges 
as set forth in Rate Schedule FPC No. 6 and file with the Commission 
such revised schedule so that it will provide a net operating income 
to respondent from charges to Edison equal to a 514 percent return 
on the rate base of $26,929,705, apportioned as of June 30, 1940, to 
property used in supplying electric energy to Edison, adjusted, how- 
ever, to July 1, 1941, and semi-annually thereafter for the cost of 
additions to such property and betterments thereof and for change in 
depreciation reserve, which adjustments shall be computed in ac- 
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cordance with the principles enunciated and formulae established 
in the Commission’s opinion adopted herein; and such revised 
schedule shall be effective as to all-electric energy sold to Edison on 
and after July 1, 1941; 

(B) Respondent shall cease and desist from demanding of, charg- 
ing to, and collecting from Edison any rate or charge for electric 
energy supplied to Edison on or after July 1, 1941, other than the 
new rates and charges herein authorized to be made and collected 
pursuant to (A) above. 





IN THE MATTER OF 
ALABAMA POWER COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of the Martin Dam, 
Project No. 349, Alabama 


EP_349 
(Decided July 25, 1941) 
Syllabus 


1. In a determination under Section 4 (b) of the Federal Power Act of 
the actual legitimate original cost of a licensed project, the cost 
of land wholly outside the project boundaries, acquired for various 
reasons, including an error in the preliminary surveys, to obtain 
control of a ferry useful in the project construction, to avoid litiga- 
tion over parcels which, although not actually flooded, were rendered 
inaccessible by the reservoir, and because the reservoir interfered 
with potential dam sites on a tributary creek, was allowed, although 
ordinarily the project should not be charged with the cost of parcels 
lying entirely outside its boundaries. P. 436. 

2. The amount paid for an option on land, which the Licensee had 
actually purchased previously, was disallowed as not a proper 
project charge; but payments for options permitted to lapse which 
fixed a price at whch Licensee was subsequently able to acquire 
the lands though they had greatly increased in value, were allowed. 
P. 436. 

3. The amount paid in settlement of litigation in cash and by assumption 
of a debt was allowed; but payments in the same settlement in the 
form of electricity furnished at a discount was disallowed because 
the electricity was furnished largely in return for cancelation of a 
service contract involving the exclusive franchise to distribute 
electricity, and not solely as consideration for the lands, and, more- 
over, the then market value of the power delivered was not estab- 
lished. P. 487. 

4. Where the price of lands purchased by the Licensee is to be paid 
by the furnishing of electricity to the vendor’s companies, the price 
of the electricity as fixed under the existing contract, made at 
arm’s-length (and not the actual cost to the Licensee of the power 
furnished), determined the money value of the consideration paid 
for the lands, which is the amount to be allowed under the Inter- 
state Commerce Commission 1914 Classification of Accounts and the 
Federal Power Commission System of Accounts. P. 438. 

5. Where Licensee purchased the right to flood certain lands at a cost 
in excess of the cost of adjacent land, and the Licensee, although 
put on notice, introduced no evidence to support the reasonableness 
of the claimed cost, the highest price paid for adjacent land was 
allowed. P. 438. 

432 
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. In approving a transfer of a license, the Commission imposed the 
condition that the cost of the land to the transferor is the maximum 
which could be allowed as the actual legitimate original cost to 
the transferee. The cost to the transferor was held to be the fair 
market value of the parcel at the time of acquisition by the trans- 
feror, and not the par value of capital stock issued therefor which 
had no market value. P. 438. 

. In the absence of evidence by the Licensee of the fair market value 
of said parcel of land at the time of its acquisition by the original 
licensee, the Commission found the fair market value to be the price 
fixed under an option, obtained at arm’s length, for all the stock of 
the corporation whose entire assets consisted of the parcel in question. 

. The amount paid for a parcel of land evidenced by deeds and receipts 
was allowed; but the amount which the Licensee was unable to 
to support was disallowed. P. 439. 

. The difference between the market value and the part value of preferred 
stock given in part payment of land and the appraised value of the 
non-project portion were disallowed. P. 440. 

. Purchase price of parcels of land unnecessary to the project purchased 
in connection with ‘a necessary parcel was disallowed because 
Licensee might have resold said unnecessary parcel to the original 
seller, or might have exercised the right of condemnation under 
section 21 of the Act. P. 440. 

. When it is necessary to purchase an entire tract of land in order to 
acquire the portion needed for project purposes, the cost of acquir- 
ing the entire tract less the appraised value of the non-project por- 
tion, as of the date of acquisition, is to be allowed. P. 441. 

. The rental paid for lands adjoining the construction camps leased 
by Licensee for the purpose of keeping out camp followers and 
objectionable enterprises was allowed. P. 441. 

. For capitalization of interest, taxes and related charges, the period 
of construction was determined to be from July 1, 1923, to September 
1, 1926 and the period July 1, 1922, to June 30, 1923 to be the 
preliminary development period. Although delays caused by unusual 
floods, labor shortages and changes in plans occurred in 1924 and 
1925, Licensee filed no application for an extension of the con- 
struction period under section 13 of the Act; and the record shows 
that, with the exercise of due diligence, as required both by the 
Act and the license, the project could have been completed by 
September 1, 1926, as the project was generating electric energy by 
September 1, 1926. The project was substantially available for use 
within the meaning of the Act on that date. P. 442. 

14. Where there was no specific financing for the project, the Commission 
allowed simple interest at the rate of 6 percent per annum as a 
reasonable rate for the use of the Licensee’s own funds. Interest 
at said rate was allowed for one-half the preliminary period on 
all approved project expenditures, other than interest, and for the 
active construction period, computed as of the 15th day of each 
month on one-half of that month’s approved project expenditures, 
other than interest, plus the accumulated total of prior approved 
expenditures other than interest. P. 443. 

15. Where there was a complete absence of arm’s length dealing between 
the Licensee and an affiliated construction company, the Commission 
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disallowed the fee of 3 percent paid the affiliate on the cost-plus 
contracts under which the project was constructed. P. 444, 

. Overhead of affiliated construction company which should be charged 
to operating expenses cannot be allowed as project cost. P. 445. 

. The Licensee’s general administrative expense was allowed where the 
services were engaged exclusively in project construction; and 3 
percent on the .licensee’s direct project cost was allowed as 
reasonable. P,. 447. 

. Though Licensee introduced no evidence as to credits, the Commission 
allowed the credits, since to do otherwise would enable the Licensee 
to increase project costs by failing to introduce evidence. P. 447. 

. Credits for land rentals received prior to the beginning of the con- 
struction period and subsequent to the end of the period were dis- 
allowed. P. 448. 

. Bonus payments to employees to whom no announcement relative there- 
to was made in advance and who performed no additional service in 
return for such payments, were disallowed; likewise gratuitous 
special payments to certain employees upon completion of the 

’ project. P. 450. 

. Where, under the Alabama statute, and pursuant to orders of the 
Alabama court, the licensee paid several counties for flooding public 
roads and bridges, the amounts paid were allowed, even though the 
counties did not, in every instance, construct new roads. P. 451. 

. The cost of building a bridge for a county, instead of maintaining a 
ferry, was held to be proper charge; but a lump sum paid to provide 
an amount sufficient to maintain the bridge was considered to repre- 
sent deferred maintenance, which should be charged to operating 
expense. P. 452. 

. The cost of temporary facilities constructed for transmission of power 
supplied by Licensee for use in construction of project, as well as cost 
of maintaining and operating such facilities, was allowed. P. 452. 

. Credit for power generated by the project after the end of the con- 
struction period was disallowed. P. 452. 

. The depreciated cost of six transformers, which had been used prior 
to their installation in this project, was allowed; and interest dur- 
ing construction on this cost was to allowed based from the dates the 
transformers were installed rather than from the earlier dates when 
they were first obtained from the factory. P. 453. 

. Charge for construction equipment owned by the Licensee which was 
used on the project considered proper; but when this equipment 
was transferred to an affiliated construction company, which charged 
Licensee a rental, the amount of profit to the affiliate in the rental 
was disallowed. P. 453. 


P. W. Turner, Walter Bouldin, W. M. Moloney, and W. D. Lav- 
ender (Martin, Turner & McWhorter) for licensee. 

D. W. Robinson, Jr., F. R. Bell, Charles M. Goetz, and Charles V. 
Shannon for the Commission. 


By THE CoMMISSION : 

This matter involves the determination, under section 4 (b) of the 
Federal Power Act, of the actual legitimate original cost as of De- 
cember 31, 1927, of the Martin Dam Project No. 349 of the above- 
named licensee. 
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The project is located on the Tallapoosa River in the State of 
Alabama approximately 80 miles southeast of the industrial city of 
Birmingham. It was constructed in accordance with plans pre- 
viously approved by us and consists principally of a mass concrete 
spillway dam, 154 feet high and 1,300 feet long, which creates a res- 
ervoir extending more than 30 miles upstream. The power house has 
an installed capacity of 99,000 kilowatts. 

On June 9, 1923, we issued a license for the construction and opera- 
tion of this project to Alabama Interstate Power Co., hereinafter 
referred to as Interstate. On June 22, 1923, Interstate transferred 
the license, with our approval, to Alabama Power Company, herein- 
after referred to as licensee. Both Interstate and licensee were then 
wholly owned subsidiaries of the holding company, Alabama Traction 
Light & Power Co., Ltd. 

Following completion of construction, licensee filed its initial cost 
statement, claiming $17,551,299.53 as the actual legitimate original 
cost of the project as of December 31, 1927. After an accounting 
examination and engineering analysis, the Commission staff pre- 
pared a report in which $5,929,350.64 of the claimed cost was sus- 
pended and the balance was recommended for approval. After serv- 
ice of the staff report and licensee’s protest thereto, hearings were 
held before a trial examiner beginning on November 27, 1939, and 
ending on January 27, 1940. Briefs have been filed by counsel for 
licensee and counsel for the Commission. 


AMOUNTS NOT SUSPENDED 


The $17,551,299.53 claimed in the initial cost statement, plus a net 
addition thereto of $7,363.75, as proposed by the Commission ac- 
countant, make the total cost considered in the staff report $17,558,- 
663.28. During the hearing licensee claimed an additional $2,416.57 
for construction equipment rental. In this opinion, we find under 
overhead exception No. 6, that $199.90 included in Dixie Construction 
Company’s overhead accounts should have been charged direct to 
this project. As a result of these adjustments the claimed cost to 
be considered totals $17,561,279.75. We allow the portion thereof, 
$11,414,000.70, which was recommended for approval by the 
Commission staff. 

The $6,147,279.05 balance’ of the claimed cost was suspended in 
the staff report by 64 exceptions. 


LAND 


The first eleven exceptions suspend project charges for lands and 
land rights. 


1This includes an adjustment of $215,511.84 in the amount of taxes suspended by 
Exception No. 12, hereinafter discussed. 
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Exception No. 1, Wholly non-project land, $17,919.35.—Originally 
licensee claimed $17,919.35 as the cost of several parcels of land lying 
wholly outside the project boundaries as fixed by our order of Sep- 
tember 30, 1939, which was based upon maps filed by licensee. At 
the hearing licensee waived the cost of five of said parcels in the 
amount of $3,848.75 and agreed to deduct $10,166.10 as the appraised 
value of other parcels remaining unsold on December 31, 1927, the 
effective date of the claimed cost statement. The propriety of li- 
censee’s present claim of $3,904.50 was established. The parcels 
covered thereby were acquired for various reasons including an error 
in the preliminary surveys; to obtain control of a ferry immediately 
downstream from the dam site and useful in project construction; 
because the reservoir interfered with potential dam sites on a tribu- 
tary creek; and to avoid litigation over parcels which, although not 
actually flooded, were rendered inaccessible by the reservoir. We 
accordingly allow licensee’s present claim of $3,904.50, although or- 
dinarily the project should not be charged with the cost of parcels 
lying entirely outside its boundaries.*. The balance of $14,014.85, 
waived by licensee, is disallowed. 

Exception No. 2—Lapsed options, $7,52857.—We disallow $40.00 
paid in 1924 for an option on land which the licensee had actually 
purchased two years previously. Such payment is not a proper 
project charge. The $7,488.57 balance of this exception represents 
payments for options which were permitted to lapse, the lands being 
subsequently acquired by purchase or condemnation. We allow this 
amount since the taking of these options in 1912 definitely fixed a 
price at which licensee was later able to acquire the lands although 
their value had greatly increased.* 

Exception 3 (a)—Parcel 25—Industries Light & Power Co., 
$209,612.82.—In 1911, Interstate engaged in extensive litigation with 
Industries Light & Power Co., which was building Russell Dam 25 
miles upstream from the Martin Dam site. On February 20, 1912, 
Interstate settled the controversy with Benjamin Russell who owned 
the Industries Company. Under terms of the settlement, Russell 
conveyed his dam site to Interstate, which paid $47,919.84 in cash 
and assumed Russell’s obligation to his contractor, Hardaway Con- 
tracting Company, for work already performed, which obligation In- 
terstate discharged by payment of $46,000 in cash. Interstate further 
agreed to supply Russell’s company with electric energy for 20 years 
from April 1, 1912. The contract charge for the first 1,500 horse- 
power of such energy was $17.50 per 11-hour horsepower per annum, 


2 Clarion River Power Co., Licensee, 1 F. P. C. 269, 297; Lezington Water Power Co., 
Licensee, 1 F. P. C. 430, 454. 


*Of. Florida Power Corp., Licensee, 1 F. P. C. 890, 395; Lewington Water Power Co.; 
Licensee, 1 F. P. C, 430, 454, 
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for the normal number of working days in the year, and $20 in ex- 
cess of 1,500 horsepower. Licensee contends that the contract was 
unworkable and accordingly a series of “favorable” power contracts 
were substituted therefor. Licensée-further claims that under the 
latter contracts it furnished power to Russell’s company at discounts 
totalling $67,000.16, which represents cost of the Russell land. In 
1921, after the Alabama Public Service Commission had established 
standard rate schedules, licensee cancelled the unexpired portion of 
the Russell power contract which would have run to November 30, 
1933. This was done for a stated amount of $52,342.20, which li- 
censee also claims as part of the cost of the Russell land. 

Upon a full consideration of the record we find that neither the 
$67,000.16 of discounts given under the favorable power contracts 
nor the $52,342.20 paid to cancel the unexpired portion of such 
contracts represents cost of the Russell land within the meaning of 
the Act. Licensee’s contention that it relinquished the right to 
charge current rates for the power furnished to Russell is not sup- 
ported by the record. The exclusive distribution franchise in Alex- 
ander City was held by Russell’s company, which agreed to purchase 
from licensee eaclusively all power needed by its customers and 
further agreed to “use due diligence to market such power.” The 
importance attached by licensee to the distribution franchise in Alex 
ander City is indicated by the alternative offer made to Russell to 
supply $50,000 in power in four years provided such franchise was 
assigned at the end of that period. The Russel] land, therefore, was 
not the sole consideration for the so-called favorable power con- 
tracts given to Russell. Moreover, the then market value of the 
power delivered to Russell was not established. 

We accordingly find that the cost to licensee of Parcel 25 is $93,- 
919.84, consisting of the $47,919.84 cash paid to Benjamin Russell 
and the $46,000 cash paid to Hardaway Contracting Company. The 
Martin Dam portion of such cost on an acreage basis is $92,481.60. 
From that amount the market value of 535 acres of non-project land 
included therein is to be deducted. We find $1,605 as such market 
value, based upon the separate appraisal made by licensee’s witness 
Dean, a real estate expert with more than thirty years familiarity 
with lands in the vicinity of this project. In appraising these lands 
Mr. Dean considered the prices paid for comparable lands and other 
competent evidence of market value. 

We therefore allow the resulting net project charge of $90,876.60 
and disallow the $118,736.22 balance of the $209,612.82 claimed by 
licensee. 

Exception No. 3 (b)—Parcel 48—Benjamin Russell, $14,845.70— 
This exception suspends the $14,845.70 allocated to this project as its 
portion of the cost of Parcels 48 and 48-A. Interstate purchased 
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Parcel 48 from Benjamin Russell on July 18, 1922, for a stated con- 
sideration of $19,423.20 which licensee, by separate agreement of the 
same date, agreed to pay by charging to Russell the monthly power 
bills of his Industries Light & Power Co. and Diamond Graphite 
Co. under then existing contracts. 

Contrary to the staff’s contention, the amount to be allowed is not 
limited to the actual cost to licensee of the power thus furnished. 
The 1914 Classification of Accounts of the I. C. C. and our System 
of Accounts provide that where consideration other than cash is given 
for project property, the money value of such consideration is to be 
allowed. The price specified in the existing arm’s-length power con- 
tracts is to be allowed since licensee could have used the money ob- 
tained under such contracts to pay for the land.‘ 

On May 28, 1923, Interstate acquired Parcel 48-A from Benjamin 
Russell for a cash consideration of $3,152.50. 

The project charge for Parcels 48 and 48-A on an acreage basis 
is $14,825.70, from which $1,520 is to be deducted as the appraised 
value assigned by licensee’s witness Dean to the 380 acres of non- 
project land. The resulting net charge of $13,305.70 is allowed and 
the $1,540 balance of licensee’s original claim is disallowed. 

Exception No. 3 (ce)—Parcel 416—Benjamin Russell, $15,000.00.— 
On December 5, 1925, Benjamin Russell conveyed to licensee the right 
to flood certain lands stated as “610 acres more or less” for $15,000. 
The land maps show the area was 205 acres. The staff questioned 
the resulting cost of $73.17 per acre as excessive in comparison with 
adjacent lands which varied from $15 to $33.10 per acre. Although 
put on notice, licensee introduced no evidence to support the reason- 
ableness of the amount claimed. In the absence of evidence justify- 
ing a greater allowance, we will allow $33.10 per acre, which is the 
highest price paid for any adjacent lands. We therefore allow 
$6,785.50 and disallow the $8,214.50 balance of licensee’s claim, which 
it failed to support although it has the burden of proof.‘ 

Exception No. 4 (a)—Parcel. 38—Sallie A. Jones, $212,500.00.— 
As licensee recognized at the hearing, its claim of $212,500 as cost of 
Parcel 38 is erroneous because it is not cost to Interstate. Instead 
it is one-half of the $425,000 paid for the outstanding bonds and 
stocks of Interstate in 1912 by Alabama Traction, Light & Power 
Co., Ltd., the holding company which also controlled Alabama Power 
Company. Under our approval of the transfer of the license from 


*Of., Alabama Power Oo. v. McNinch, et al., 94 Fed. (2d) 601, 614. 

* Alabama Power Oo., Licensee, 1 F. P. C. 25, 88; Northern States Power Oo.. Licensee. 
1F. P. C. 829. 224. 

*A detailed statement of the Traction Co.’s acquisition of Alabama Power Co. appears 


in Alabama Power Oo., Licensee, 1 F. P. C. 25, 29, and in Alabama Power Co., Licensee, 
ante, p. 821. 
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Interstate to Alabama Power Company (4 A. R. 161), cost to Inter- 
state is the maximum that may be allowed. 

Interstate acquired control of this parcel in 1907 when its entire 
capital stock, having a total par value of $1,000,000, was issued to 
Messrs. Washburn and Baker in return for their ownership of all 
the stock of Muscle Shoals Hydro-Electric Power Co. and Birming- 
ham, Montgomery & Gulf Power Co. The latter company owned 
the parcel in question. 

Since the stock issued by Interstate had no established market 
value and represented merely the assets acquired therefor, the cost 
to Interstate of Parcel 38 is the fair market value of said parcel at 
that time." We find $150,000 as such market value, based upon the 
fact that Washburn and Baker in the same year had obtained an 
option, at arm’s-length, to purchase all the stock of the Birmingham 
Company for that amount. Parcel 38 constituted the entire assets 
of that company. 

Although given ample notice and opportunity to do so, licensee 
deliberately failed to introduce any evidence of the fair market 
value of Parcel 38 at the time of its acquisition by Interstate. Its 
witness Dean gave extended testimony as to the market value of 
other parcels, but with respect to this parcel, licensee relied upon a 
valuation of water rights by its witness Moreland on the substitute 
steam plant basis. This testimony is fully discussed in our opinion, 
ante, p. 320, with respect to the Mitchell Dam Project No. 82 of 
this licensee. Suffice to say that such evidence does not establish 
market value. 

Exception 4 (a) is accordingly disposed of by allowing $150,000 
which we have found as the fair market value of Parcel 38 at the 
time of its acquisition by Interstate and disallowing the $62,500 bal- 
ance of licensee’s claim. 

Exception No. 4 (b)—Parcel 379—Sallie A. Jones, $3,000.00.—The 
payment of $3,000 by licensee on January 13, 1925, to Mrs. Sallie A. 
Jones for a quit claim deed to remove a cloud on the title to Parcel 
38 is allowed. 

Exception No. 5—Parcel 58—A. A. Hardy, $3,408.03—Of the 
$3,408.03 claimed as cost of Parcel 53, we allow $3,261.49 which was 
shown by deeds and receipts. Licensee was unable to support the 
difference of $146.54, which is disallowed. 

Exception No. 6—Parcel 55—Horne Alabama Rwy., $10,587.58— 
The property of $10,516.74 of this exception was established and is 
allowed. The $70.84 balance, which is disallowed, represents an 
excess charge to this project for expenses incident to dissolution of 
the Horne Company, the stock of which has been acquired to obtain 
its lands needed for this and other projects. 


7 Of., Alabama Power Co. v. McNinch, et al., 94 Fed. (2d) 601, 614, 





440 FEDERAL POWER COMMISSION 


. Eaception No. 7—Parcel 59—Charles A. Dean, et al., $18, 349.75.— 
We allow $13,735.75 of the claimed cost of Parcel 59, and disallow 
the balance of $4,614. The latter consists of the $128 difference be- 
tween the market value and par value of preferred stock given in part 
payment and the $4,486 appraised value of the non-project portion of 
such parcel. 

Exception No. 8—Parcel 259—Town of Dadeville, $15,752.37.— 
Licensee claims $15,752.37 as this project’s portion of the cost of 
properties of Dadeville, Alabama, purchased on December 21, 1922. 
The properties acquired were the town’s distribution system, its hy- 
droelectric project on Big Sandy Creek which was flooded by the 
project reservoir, and 122 acres of land of which 85.5 acres are within 
the project. The total cost to licensee of all the Dadeville properties 
is found to be $28,394.21 as follows: 

Cash paid Dadeville at time of purchase 


Cash paid to retire $10,000 of Dadeville Electric Bonds, assumed 
by licensee 


Market value ($97 per share) of $5,500 par value of licensee’s pre- 
ferred stock issued for $5,500 of Dadeville Electric Bonds assumed 
by licensee 

Interest paid on the Dadeville Bonds 

Paid in monthly installments by applying bills for electric power 
furnished Dadeyille and a flat charge for street lamps, pursuant 
to contract 

Acquisition expenses 


Allocating said cost on the basis of licensee’s detailed appraisal 
of the Dadeville properties, $15,852.54 is found as the project portion. 
Deducting the $105 salvage on equipment leaves a net project charge 
of $15,747.54 which is allowed. The $4.83 balance of Exception No. 8 
is disallowed. 

Exception No. 9—Parcel 387—J. A. Chapman, $11,156.63—Some 
2 years after project construction had started, licensee paid Dr. J. A. 
Chapman $8,020 for Parcel 387, the nonproject portion of which was 
later sold for $1,812.40, leaving a net project charge of $6,207.60, 
which we allow. At the same time, licensee paid Dr. Chapman $5,000 
for a detached 5-acre tract located approximately a mile from Par- 
cel 387. The 5-acre tract lies entirely outside the project boundaries, 
no portion of it was flooded by the reservoir, and its acquisition was 
unnecessary in the construction of the project. Dr. Chapman testi- 
fied by deposition that he was unwilling to sell the first parcel, which 
was partially flooded, unless licensee also purchased the unneeded 
5-acre tract on which he had his residence, office, barns, orchards, 
and a private telephone system. Dr. Chapman further testified that 
he attempted without success to purchase back the 5-acre tract from 
licensee. However, licensee sold the 5-acre tract on November 4, 
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1927 for $50.97 which was $4,949.03 less then the $5,000 it had paid 
Dr. Chapman. Under all the circumstances, including the right of 
condemnation available to a licensee under section 21 of the Act, 
we cannot approve the project charge of $4,949.03 for the 5-acre tract 
which was unnecessary to the project and it is disallowed. 
Exception No. 10—Unsold nonproject land, $108,282.73—Of the 
$108,282.73 claimed as cost of the nonproject portions of land 
parcels lying partially within and partially outside the project 
boundaries,’ there is no dispute that $62,641.72 should be allowed 
and $45,641.01 disallowed. The latter amount is the appraised value 
of the nonproject portions as of the dates the tracts were acquired. 
Where it is necessary to purchase the entire tract in order to acquire 
the portion needed for project purposes, this Commission has held 
that the cost of acquiring the entire tract less the appraised value of 
the nonproject portion at the time of acquisition is to be allowed.’ 
Exception No. 11—Camp site leases, $6,168.00.—In accordance with 
the established construction practice, licensee leased various parcels 
of land adjoining the construction camps for the purpose of keeping 
out camp followers and objectionable enterprises. The $6,168 
rental paid for said lands is a proper project charge and it is allowed. 


CONSTRUCTION PERIOD 


Before disposing of the remaining exceptions, it is necessary to 
determine the period for which interest, taxes and related charges 
are to be capitalized. 

The license required that project construction should begin on, or 
before January 1, 1924, should be prosecuted thereafter “in good 
faith and with due diligence,” and should be completed on or before 
September 1, 1926. There is no dispute that active construction 
began on July 1, 1923. Licensee claims December 31, 1926, as the 
end of the construction period, contending that completion was de- 
layed by unusual floods and labor shortages and by a change in the 
plans to increase the height of the dam and the installed generating 
capacity. Although these delays occurred in 1924 and 1925, licensee 
failed to apply for an extension of the construction period under 
section 13 of the Act. Moreover, the record shows that with the 
exercise of due diligence, as required by both the Act and the 
license, the project could: have been completed in 38 months; that 
is, by September 1, 1926, the maximum date permitted by the license. 
This period consists of 6 months to get the job under way, 22 months 
of active construction in view of the labor shortages, 2 months 

* This amount does not include the nonproject portions sold prior to December 31, 1927, 
the effective date of the claimed cost statement, nor does it include Parcels 25, 48 and 
59, suspended by Exceptions 3 (a), 3 (b) and 7, respectively. 


* Safe Harbor Water Power Corp., Licensee, 1 F. P. C. 230, 244; Lexington Water Power 
Co., Licensee, 1 F. P. C. 430, 452. 
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delay caused by floods, 4 months delay caused by increasing the 
height of the dam and the installed generating capacity, and 
4 months for clean-up work. The record further shows that the 
project generated some 11,897,000 kilowatt hours of electric energy 
between August 29, 1926, and September 30, 1926, and we find that 
it was substantially available for use within the meaning of the Act 
by September 1, 1926. Accordingly on such a record we can allow 
only the period from July 1, 1923, to September 1, 1926, for capital- 
ization of interest, taxes and related charges. This accords with 
our prior decisions.” 

The 12 months prior to July 1, 1923, that is, from July 1, 1922, 
to June 30, 1923, are found and allowed as the preliminary develop- 
ment period. The record shows that preparation of plans, specifi- 
cations and estimates began on July 1, 1922, and continued until 
active construction commenced on July 1, 1923. 

Exception No. 12.—Taxes, $273,529.57.—Licensee claimed $273,- 
529.57 for taxes during construction. Of that amount the staff 


accountant approved $215,511.84 on the premise of December 31, | 


1926, being found as the end of the construction period. Since Sep- 
tember 1, 1926, is found and allowed herein as such date, the $215,- 
511.84 of taxes which was not specifically suspended will have to be 
adjusted accordingly. 

Of the $58,017.73 of taxes originally suspended by Exception 12, 
we disallow $92.10 representing taxes on cars after they were placed 
on a rental basis. Licensee agrees that such taxes should be dis- 
allowed since they were included in the rental charged. We also 
disallow $74.43 of taxes which the record indicates pertained to the 
Freeman Dam site, 

Taxes are allowed for the preliminary and active construction 
periods,’* that is, from July 1, 1922, to September 1, 1926. This 
results in a total allowance of $200,970.76 and a disallowance of the 
$72,558.81 balance of taxes claimed by licensee. 

Eaception No. 16—Interest, $2,111,794.80.—Because of its similar- 
ity to taxes, interest during construction will be discussed at this 
point. Licensee’s claim of $2,111,794.80 for such interest was sus- 
pended for consideration of (1) the period for which interest is 
to be computed; (2) the rate or rates to be allowed; (3) the method 
by which such approved rate is to be applied; and (4) the base on 
which interest is to be allowed.” 

% Alabama Power Oo., Licensee, 1 F. P. C. 25, 41; Chelan Electric Co., Licensee, 1 
F. P. C. 102, 106; Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 150; Portland 


General Electric Co., Licensee, 1 F. P. C. 161, 169; Clarion River Power Co., Licensee, 
1 F. P. C. 269, 285. 

11 Of., Kanawha Valley Power Co., Licensee, 1 F. P. C. 822, 327. 

# Alabama Power Co. v. McNinch, et al., 94 Fed. (2d) 601, 618. 

% Portland General Electric Oo., Licensee, 1 F. P. C. 161, 167; Florida Power Corp., 
Licensee, 1 F. P. C. 890, 402; Lexington Water Power Co., Licensee, 1 F,. P. C, 480, 487. 
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The period allowed for capitalization of interest is the preliminary 
development period, found herein as July 1, 1922 to June 30, 1923, 
and the period of active construction, found herein as July 1, 1923 to 
September 1, 1926. 

There was no specific financing for this project, as licensee was 
carrying on a general program of construction and development dur- 
ing this period. Upon consideration of licensee’s cost of money 
studies, the staff analyses thereof and the other evidence of record, 
we find and allow 6 percent per annum simple interest as a reason- 
able rate for use of licensee’s own funds. This treatment accords 
with our action in similar cases.™ 

It is assumed that preliminary expenditures would be fairly evenly 
allocated to the 12 months preliminary period we have allowed. 
Simple interest at the rate of 6 percent per annum for one-half of 
said period is accordingly to be computed on all approved project 
expenditures, other than interest, incurred prior to June 30, 1923, 
the end of the preliminary period.” 

Simple interest at the rate of 6 percent per annum will be allowed 
for the active construction period, July 1, 1923 to September 1, 1926, 
computed as of the 15th day of each month on one-half of that 
month’s approved project expenditures, other than interest, plus the 
accumulated total of prior approved expenditures, other than in- 
terest.*® 

Of the $2,111,794.80 claimed by licensee, $952,375.31 is allowed and 
$1,159,419.49 is disallowed. 


OVERHEADS 


Exceptions 13, 14, and 15 suspend, respectively, project charges for 
overhead of Dixie Consrtuction Co., the 3 percent fee of Dixie, and 
the general administrative expense of licensee. The fee of Dixie will 
be first discussed since it involves consideration of the affiliation 
between Dixie and licensee. 

Exception No. 14—3 percent fee, Dixie Construction Co., $373,- 
470.65.—Licensee claims as part of project cost a 3 percent fee in the 
amount of $373,470.65 paid its affiliate, Dixie Construction Company, 
pursuant to the cost-plus contracts under which this project was 
constructed. We disallowed a similar fee claimed in the cost of 
licensee’s Mitchell Dam Project No. 82** and our action in so doing 
was affirmed in Alabama Power Co. v. McNinch, et al., 94 Fed. (2d) 
601, 616-618. 


4 Chelan Electric Co., Licensee, 1 F. P. C. 91, 98; Louisville Hydro-Electrio Co., Licensee, 
1 F. P. C. 130, 151. 

% Kanawha Valley Power Co., Licensee, 1 F. P. C. 322, 8327; Northern States Power Co., 
Licensee, 1 F. P. C. 329, 347. 

%* Of., Portland General Electric Co., Licensee, 1 F. P. C. 161, 168. 

™ Alabama Power Co., Licensee, 1 F. P. C, 25, 39. 
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Dixie was organized in 1917 as a wholly-owned subsidiary of li- 
censee. On January 1, 1922, licensee transferred Dixie’s stock to 
Winona Coal Co., a subsidiary of Alabama Traction Light & Power 
Co., Ltd., which owned licensee. In November 1924, the Dixie stock 
passed to Southeastern Power & Light Company, which also then 
owned licensee. 

Throughout the periods here involved, there was a complete ab- 
sence of arm’s-length dealing between licensee and Dixie. The 
change in the ownership of the Dixie stock, which was noted in the 
Mitchell case, is therefore immaterial. We accordingly disallow 
the $373,470.65 suspended by this exception. 

Exception No. 13—Overhead of Dixie Construction Co., $345,- 
957.15.—Between 1920 and 1929, Dixie engaged in an extensive con- 
struction program at a recorded cost of $83,918,953.24. Of that 
amount, $81,654,999.29 was charged direct to various jobs, including 
this project. The balance, $2,263,953.95, was considered overhead, 
and, in accordance with Dixie’s accounting practice, was distributed 
yearly on the basis of direct charges. 

On this basis, $345,957.15 of such overhead was allocated to this 
project and is claimed as part of project cost. To determine the 
propriety of such charge, the staff accountant made a detailed audit 
of Dixie’s accounts and prepared a report in which he questioned 
$576,573.80 of the total $2,263,953.95 of Dixie overhead. The portion 
questioned is represented by 25 overhead exceptions and was fully 
explored at the hearing. It should be emphasized that the amounts 
suspended by the overhead exceptions are not project charges as such 
but are items of Dixie overhead prorated yearly to this and other 
projects. 

There is no controversy between licensee and the staff as to the 
disposition of the following overhead exceptions. Upon considera- 
tion of the record, we agree that such items should be disposed of as 
indicated below: 


Overhead exception No. Suspended 





| 
2 Land department-credit " ($237. 50) 
~3 Design engineering-credits (729. 00) 
9 Pay roll delivery 44, 681. 76 
10 Depreciation, autos 
11 Adding machine. - 
NA TT TEA TI 
13 Automobile insurance 
14 Work progress photos cane 
17 Undistributed field expenses_-............--..-.----.---- ‘ 
18 Bushings, Magella Station 
19 Erroneous credit 
21 Miscellaneous.._.......-...- ibihsiipge demngnetnegtasine ncaa 
23 Alabama Power Co. salaries 





117, 019. 06 116, 373. 34 
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The overhead exceptions remaining for disposition require brief 
discussion. 

Overhead exception No. 1—Bonus or additional compensation, 
$57,746.75.—The bonus charged to Dixie overhead is disallowed for 
the reasons stated with respect to the direct project charges for 
similar bonus payments (Exception 33, infra). 

Overhead exception No. 4—Design engineering January 1920 to 
April 1925, $54,484.16. Overhead exception No. 5—Design engineer- 
ing May 1925 to December 1927, $114,790.13—The items included in 
these overhead exceptions do not represent construction overhead and 
are disallowed. Studies of the estimated cost of developing sources 
of hydro and steam power and load forecast studies should have 
been charged to operating expenses of Alabama Power Co. Studies 
of line capacities, location of condensers and voltage regulation 
should have been similarly charged.. Preliminary studies of hydro 
and steam stations and miscellaneous charges in connection with spe- 
cific contemplated undertakings should be charged to Account 138, 
miscellaneous deferred debits. Studies of the estimated load, cost 
and expected revenue of retail electric projects are not construction 
overherd, 

Overhcal exception No. 6—Traveling expenses, O. G. Thurlow, 
$8,312.41. Overhead exception No. 7—Traveling expenses, Carl 
James, $3,207.49. Overhead exception No. 8—Traveling expenses, 
other employees, $10,124.01—Expense accounts of O. G. Thurlow, 
then vice president and chief engineer of Dixie, in the amount of 
$8,312.41, are disallowed as construction overhead of Dixie. Mr. 
Thurlow testified that $122.86 and $199.90 of that amount should 
have been charged directly to Mitchell and Martin, respectively. 
He was unable to establish the relationship to this project of the 
balance of $7,989.65. 

Expense accounts of Carl James, assistant to Thurlow, are also 
disallowed. Licensee agreed that $95.99 of the total of $3,207.49 
should have been charged to Alebama Power Company’s operations. 

Traveling expenses of other supervisory employees in the amount 
of $10,124.01 are disallowed since they should have been charged to 
specific jobs or to operating expenses. 

Overhead exception No. 15—Service emblems to employees, 
$770.85.—The $770.85 cost of service emblems given to Dixie em- 
ployees in recognition of a prescribed term of service is a gratuity 
from which this project received no benefit and it is disallowed as 
construction overhead. 

Overhead exception No. 16—Associated Industries of Alabama, 
$200.00.—The membership fee in Associated Industries of Alabama, 
an organization designed to keep “a close watch * * * on legis- 





446 FEDERAL POWER COMMISSION 


lative matters” for its members does not constitute a direct or indirect 
construction charge and it is disallowed.* 

Overhead exception No. 20—Unknown—Details missing, $1,- 
063.53.—Of the miscellaneous items questioned by this overhead ex- 
ception, the propriety of $847.03 was established and that amount is 
allowed. We disallow the balance of $189.50 consisting of $152.30, 
which was unsupported by detailed vouchers, and $37.20 of revenue 
stamps which does not represent a construction expense. 

Overhead exception No. 22 (a)—Southeastern Realty Co.—Rent, 
$149,300.37.—Included in Dixie overhead is $149,300.37 of rent paid 
Southeastern Realty Co., a subsidiary of licensee, for general office 
space in its building in Birmingham. The amount to be allowed 
is not in excess of actual cost to licensee’s subsidiary, which we find 
to be $149,251.53. The balance of $48.84 representing profit is 
disallowed. 

Overhead exception No. 22 (b)—Southeastern Realty Co.—Phone, 
$2,118.—Of the $2,118 paid by Dixie to Southeastern Realty Com- 
pany for private switchboard and interoffice telephone system, we 
allow $2,092.08 which we find as cost and disallow the balance of 
$25.92 as profit. 

Overhead exception No. 22 (c)—Southeastern Realty Co.—Insur- 
ance, $1,283.—The expenses of the insurance division of Southeastern 
Realty Company were charged to affiliated companies on the basis of 
insurance services rendered. To cover any incidental expenses, 10 
percent was added to such charges. In the absence of any evidence 
that the 10 percent charged to Dixie, amounting to $1,283, repre- 
sented actual cost, it is disallowed. 

Overhead exception No. 24 (a)—Eapenses of club, $921.16—Over- 
head exception No. 24 (b)—Printing 50 debentures, $35.—Licensee 
agreed that the $921.16 expenses of the Alabama Power Company 
Club, maintained for its employees and those of its affiliates, were 
improperly included in Dixie’s overhead and they are disallowed. 

The $35 cost of printing debentures is provided for in our allow- 
ance of 6 percent interest during construction and is therefore dis- 
allowed as construction overhead. 

Overhead exception No. 24—Exapenses other than Birmingham of- 
fice, $55,224.88.—The expenses of offices opened by Dixie because of 
expanding business are disallowed as construction overhead to be 
distributed in part to this project. Because of the complete affilia- 
tion, Dixie was assured of licensee’s business.” 

The disallowances of the above items of Dixie overhead and other 
adjustments therein result in a reduction of the yearly ratios of over- 


%8 Cf., Northern States Power Co., Licensee, 1 F. P. C. 597, 601; Northwestern Electrio 
Co., et al., ante, p. 372. 
» Cf., Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 140. 
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head to direct costs. Applying the revised ratios to the approved 
direct charges of Dixie to this project during the respective years 
gives $293,693.29 which is allowed for Dixie overhead. The balance, 
$52,263.86 of the $345,957.15, suspendéd by exception 13, is disallowed. 

Exception No. 15—General administration exp., Alabama Power 
Co., $400,387.79.—Under our system of accounts, the project may be 
charged with the pay and expenses of licensee’s general officers and 
general office clerks engaged exclusively on project construction. An 
equitable apportionment of their pay may be made where a substan- 
tial portion of their time is thus devoted, but no charge is to be made 
for construction services which are merely incidental. 

In this case $400,387.79 is claimed as such general administrative 
expense. Of that amount $21,318.37 represents administrative ex- 
pense of Interstate on its yearly expenditures. The record, including 
the Alford deposition, establishes the propriety and reasonableness 
of such charge and it is allowed. However, the record does not jus- 
tify allowance of the $379,069.42 claimed by licensee as its general 
administrative expense. While licensee is entitled to some allowance 
in project cost for such expenses, the amount claimed is both unreason- 
able and excessive. It represents a 3 percent charge on a part of 
licensee’s direct project charges, Dixie’s direct project charges, the 
overhead of Dixie and the fee of Dixie. Such pyramiding of over- 
heads to increase project cost cannot be sanctioned. Since the 3 
percent charge, approved in the cost of licensee’s Mitchell Dam,” is 
not an arbitrary percentage, we will allow 3 percent of licensee’s 
direct project charges, that is, $11,074.53. While we allowed 3 percent 
on Dixie’s charges in the cost of Mitchell Dam, Dixie was not then 
sufficiently well organized to relieve licensee’s officers of construction 
duties. 

We accordingly dispose of this exception by allowing $32,392.90 and 
disallowing the balance of $367,994.89. 




















PRELIMINARY EXPENDITURES 





Exceptions 17 through 30 suspend preliminary expenditures and 
will be grouped for discussion. 

Exception No. 17—E. A. Yates, $2,500.—The propriety of the 
charges of $2,500 for consulting engineering services of E. A. Yates 
was established and it is allowed. 

Exception No. 18—Unidentified credits ($559.20) .—Licensee intro- 
duced no evidence as to the above credits of $559.20. We must there- 
fore allow the credits, since to do otherwise would enable a licensee 


to increase project costs by failing to introduce evidence as to credit 
items. 


*® Alabama Power Oo., Licensee, 1 F. P. G 25, 38, 
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Exception No. 19—Engineering surveys, etc., $74,169.64.—Included 
in this exception is $73,206.90 for which no vouchers were available. 
Said amount was claimed as cost of preliminary surveys in 1912 and 
1913. Such expenditures, incurred long prior to passage of the Fed- 
eral Water Power Act, were satisfactorily established by old account 
books and ledger entries identified by deposition of Wiley Alford, the 
then chief accounting officer of licensee and Interstate. Said amount 
is allowed. We also allow the $500 paid to J. Munroe Holley for ab- 
stracts and litigation in the acquisition of lands. No evidence was 
introduced as to the $462.74 balance of this exception which we 
disallow. ; 

Exception No, 20—Acquisition costs, §16,284.63.—Acquisition costs 
of lands acquired between 1912 and 1915 totaling $16,455.63, sus- 
pended for lack of voucher proof, were satisfactorily established by 
deposition of Wiley Alford and are allowed. The project should not 
be credited with the $171 of rental received from such lands in 1918, 
which was prior to the beginning of the period allowed herein for 
capitalization of interest, taxes and related charges." The disallow- 
ance of the credit increases project cost by that amount. 

Exception No. 21—Miscellaneous direct charges, $10,633.88—We 
allow $4,220.71 of this exception and disallow the balance of $6,- 
413.17. The latter consists of $2,982.67 applicable to Mitchell, Jordan 
and other projects and waived by licensee; $273.44 considered non- 
project by the staff and waived by licensee; an overcharge to this 
project of $98.41 for Dadeville office expense, waived by licensee; 
$2,238.65 as to which licensee introduced no evidence; and $820, 
claimed as expenses of L. E. Brown, an attorney on licensee’s staff, 
which were not supported by itemized expense accounts. 

Exception No. 22—Timber transactions, $1,37513—Of the 
$1,375.13 suspended by Exception No. 22 for lack of vouchers, we 
allow $1,127.90 which was shown by the Alford deposition and tes- 
timony of Major Winn to be expenses of a timber cruiser in the 
reservoir area in 1912. The balance of $247.23, as to which licensee 
offered no evidence, is disallowed. 

Exception No. 23—Land rentals ($26,181.74). Exception No. 25— 
Land rentals ($8,880.49).—Licensee credited project cost with land 
rentals received between 1912 and 1926, inclusive, in the amounts of 
$26,181.74 (exception 23) and $8,880.49 (Exception 25). We dis- 
allow the portions of such credits, $22,509.52 and $7,010.19, respec- 
tively, which accrued prior to the beginning and subsequent to the 
end of the period allowed herein for capitalization of interest, taxes 
and related charges.» The $3,672.22 and $1,870.30 balances of ex- 
ceptions 23 and 25, respectively, are allowed. 


* Chelan Electric Co., Licensee, 1 F. P. 


C. 91, 96, 
2 Chelan Electric Co., Licensee, 1 F, P. C. 91 


» 96. 
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Exception No. 24—Stock transfers, $29.82—At the hearing licen- 
see waived this exception which is disallowed. It represents the cost 
of revenue stamps on stock records pertaining to the corporate affairs 
of licensee’s predecessor companies and is not a proper project charge. 

Exception No. 26—Rental Dadeville office, $697.87.—An appar- 
ently incorrect proration to this project of the rental of licensee’s 
land office in Dadeville was explained at the hearing and this excep- 
tion is accordingly allowed. 

Exception No. 27—Cash discounts, $10.68.—This exception is dis- 
allowed. It represents cash discounts which licensee agrees should 
have been credited to the project. 

Exception No, 28—Legal charges, $6,85525—This exception con- 
sists of four items. (1) $4,462.62 claimed as payments to Walter M. 
Hood. It was waived by licensee at the hearing and is disallowed. 
(2) $1,138.06 of expense accounts of individuals in the law firm 
which represented licensee, which was suspended for lack of vouchers 
and details. No evidence was offered as to $26.78 of that amount, 
which we disallow. The propriety of the balance of $1,111.28 was 
established and it is allowed. (3) $1,131.85 was claimed as abstract- 
ing expenses. Of that amount we allow $90.67 and disallow $491.80, 
as to which licensee introduced no evidence, and $549.38 which was 
not shown to be applicable to this project. (4) $122.72 was claimed 
as recording expense. We allow $7.05 and disallow the balance of 
$115.67, as to which licensee introduced no evidence. 

This exception is accordingly disposed of by allowing $1,209 and 
disallowing $5,646.25. 

Exception No. 29—Alexander City transmission line, $10.—This 
charge was incurred in raising the transmission line as required by 
the creation of the reservoir. It is therefore allowed although the 
transmission line is not covered by the license. 

Exception No. 30—Acquisition costs, $659.14—The abstracting 
and recording expenses applicable to the wholly nonproject land 
(exception 1, supra) and the lapsed options (exception 2, swpra) 
are allowed.” 


CONSTRUCTION COSTS 


The remaining exceptions (Nos. 31 to 64, inclusive) consist prin- 
cipally of construction costs. 

Exception No. 31—Plant tests and trial runs, $558358—The ex- 
penses of plant tests and trial runs of water wheels, generators and 
other equipment in the amount of $5,583.58 are allowed although 
incurred after the construction period allowed herein. The record 
shows that such tests were made as soon as a sufficient head of water 
was available. 

% Of., Florida Power Corp., Licensee, 1 F. P. C. 390, 396. 

4 


390, 
™% Of., Lexington Water Power Co., Licensee, 1 F. P. C. 
324886— 43—Vol. 2 82 


30, 490. 
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Exception No. 32—Group life insurance, $5,34763.—The $5,347.63 
cost of group life insurance carried on project employees is a proper 
charge and it is allowed.” 

Exception No. 33—Bonus or additional compensation, $24,448.46. 
Exception No. 34—Special payments to employees, $7,799.70.— 
Dixie’s employees were paid annual bonuses of 114 percent to 5 
percent of their yearly salaries, depending on the length of their 
employment. We disallow the $24,448.45 (exception 33) of such 
bonus payments charged to this project. The declaration of a 
bonus in a particular year was entirely optional with the company 
and not a matter of right with the employees, to whom no announce- 
was made in advance. Nor were any representations made to new 
employees concerning the bonus. Employees, otherwise eligible, 
who left the company prior to Christmas, did not receive a pro rata 
allowance for the portion of the year they had been employed by 
the company. Finally, it does not appear that any additional serv- 
ices were performed in return for such payments, or that the prac- 
tice of making such payments was required in constructing this 
project. 

We also disallow licensee’s claim of $7,799.70 (exception 34) for 
special payments to certain employees of Dixie upon completion of 
the project, the amount of such payments depending upon the length 
of their employment. Licensee contends that the promise of such 
gratuities induced the cooperation of the key employees in complet- 
ing construction. However, such cooperation was already their 
obligation. Whether such payments are considered taxable income 
of the employees is not controlling. The tax statutes involve con- 
siderations essentially different from the Act we are bound to ad- 
minister. 

Exception No. 35—Sanitation and veterinary expense, $5,232.10.— 
The propriety of the $5,232.10 of sanitation and veterinary expense 
was established by deposition of Dr. P. T. Hinkle and it is allowed. 

Exception No. 36—Dedication expenses, $1,849.56. Exception No. 
387—Entertainment and meals, $8,298.20.—The $1,849.56 of expenses 
incident to dedication of the project (Exception 36) were waived by 
licensee and are disallowed.”* Of the $8,298.20 claimed as cost of 
meals and lodging furnished visitors to the project (Exception 37), 
we allow the $2,096.08 applicable to necessary business guests and 
disallow the balance of $6,202.12 as entertainment expense not allow- 
able in project cost. 

Exception No. 88—Photographs and suniaiiiie $4,370.35.—Of the 
$4,370.35 claimed as cost of photographs and photographic supplies 


* Kanawha Valley Power Co., Licensee, ante, p. 23. 
* Of., Clarion River Power Co., Licensee, 1 F. P. C. 269, 295, 300. 
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we allow $4,085.90, the propriety of which was established, and dis- 
allow the $284.45 balance which licensee waived. The latter consists 
of charges of $250 for a motion picture film showing work in progress 
and $34.45 for photographic expenses incident to the project dedica- 
tion, which are not allowable.” 

Exception No. 39—Sigmund Nesselroth, architect, $2,840—We al- 
low the $2,750 claimed as salary paid Sigmund Nesselroth, the archi- 
tect who designed the power house, the propriety and reasonableness 
of such charge having been established. The $90 bonus paid Mr. 
Nesselroth is disallowed for the reasons previously stated concerning 
similar bonus payments (Exception 33, supra). 

Exception No. 40—Walter M. Hood, $7,886.39-——The $7,886.39 
claimed as payments to Walter M. Hood was unsupported by vouch- 
ers and was waived by licensee at the hearing. It is accordingly 
disallowed. 

Exception No. 41—Design engineering and laboratory, $76,222.11.— 
Licensee waived $1,273.37 of this exception which we disallow. We 
also disallow $14,622.26 thereof representing payroll charges for 
which neither time sheets nor original time records were kept. We 
find that the balance of $60,326.48, which was fully explored at the 
hearing and approved by the staff engineer, constitutes a proper 
charge and it is allowed. 

Exception No. 42, 8. H. Woodward, $36,577.02. Exception No. 
438—J oseph J. Yates, $835—The propriety of the salary and expenses 
paid S. H. Woodward and Joseph J. Yates for consulting engineer- 
ing services was established. The $36,577.02 and $835 claimed in 
project cost for such services are allowed. 

Exception No. 44, County roads and bridges, $627,696.98.—Under 
section 3629 of the Alabama Code of 1907, licensee filed petitions in 
the Courts of County Commissioners to condemn the public roads 
and bridges to be flooded by the reservoir. Licensee’s liability, un- 
der the State statute, was the cost of roads “in lieu of and to the 
same extent as the public roads flooded or intended to be flooded.” 
Hearings were held and pursuant to orders of said courts, licensee 
paid $145,500 to Tallapoosa, $30,000 to Elmore, and $7,500 to Coosa 
Counties. Based upon the full exploration of these payments in 
the record, we find they are proper charges. Under the State statute, 
licensee was not responsible for the use by the counties of the funds 
paid for the roads condemned. The fact that the counties did not in 
every instance construct new roads is immaterial, particularly since 
the reservoir effected a substantial shift in population. 

After lengthy negotiations with Elmore County, licensee agreed 
to build a bridge over Kowaliga Creek instead of maintaining a ferry. 
The $363,602.06 cost of the bridge is found to be a proper charge and 


* Of., Safe Harbor Water Power Corp., Licensee, 1 F. P. C, 367, 371. 
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it is allowed. The payment of $3,000 to Elmore County for main- 
tenance of road service while the bridge was under construction is 
also allowed. Elmore County refused to accept the bridge without 
provision for its maintenance, estimated by the State Highway De- 
partment to cost approximately $3,500 per year. Licensee accord- 
ingly paid the county $70,000, which at 5 percent would yield the 
amount required. We agree with the staff accountant that the 
$70,000 payment represents deferred maintenance which should he 
charged to operating expense beginning as of September 1927, an:l 
ending before expiration of the license. 

We allow the expenses of W. L. Martin in the amount of $187.23 
which were suspended because not supported by detailed expense 
accounts. Their propriety as project charges was established. 

The payment of $7,907.69 to J. J. Yates for consulting engineering 
services at the rate of $100 per day, considered reasonable by the staff 
engineer, is allowed. 

The $627,696.98 suspended by exception No. 44 is disposed of by 
allowing $557,696.98 and disallowing the balance of $70,000, which 
is to be charged to operating expense as above stated. 

Exception No. 45—Power furnished during construction, $302,- 
464.46.—A total of 8,108,400 kilowatt hours of electric energy from 
licensee’s system was used in the construction of this project. The 
evidence introduced concerning such energy is identical to that dis- 
cussed in Alabama Power Co., Licensee, ante, p. 323. For the reasons 
there stated, we allow licensee’s present claim of $72,711.79 and dis- 
allow the $25,413.02 balance of its original claim of $98,124.81. We 
also allow $103,878.35 as cost of temporary facilities constructe| for 
transmission of such power, $99,587.26 as cost of maintaining and 
operating the temporary facilities, and $864.04 as cost of the camp 
telephone system used in construction. 

Exception No. 46—Credit for power generated ($175019.27).—No 
credit should be made for power generated by the project after Sep- 
tember 1, 1926, the end of the period allowed herein for capitalization 
of interest and taxes.* The credit of $175,019.27 is accordingly 
disallowed. 

Exception No. 47—Services, Dr. 8. R. Benedict, $1,800.—We allow 
the fees of $50 per day totaling $1,800 which were paid Dr. S. R. 
Benedict for professional services of a surgical nature in connection 
with serious accident cases. Such services were apart from his ad- 
ministrative duties as chief health officer of Dixie in charge of 
malaria contro] and camp hospitals. 

Exception No. 48—Transformers, $147 ,000.—Licensee claims $147,- 
000 as the undepreciated cost of seven 14,000 kilovolt-ampere trans- 


* Of. Clarion River Power Co., Licensee, 1 F. P. C. 269, 814. 
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formers. Prior to installation in this project, six of the transformers 
were used for approximately one year in Wilson Dam and United 
States Nitrate Plant No. 2, then under lease to licensee. A seventh 
transformer was stored during this period but not actually used. 
Licensee failed to credit project cost with any depreciation on the 
six transformers to cover their prior use.”* We find such deprecia- 
tion to be 2 percent or a total of $2,520 on the six transformers. We 
accordingly disallow said amount of $2,520 and allow the balance, 
$144,480, which represents the depreciated cost of the transformers. 
In determining the amount allowed for interest during construction, 
we computed interest on the $144,480 depreciated cost of the seven 
transformers from the dates they were installed in Martin Dam rather 
than the earlier dates when they were obtained from the factory. 

Exception No. 49—Painting dispatcher’s board, $41650—The 
$416.50 cost of painting the dispatcher’s board is allowed. Payment 
of $3.50 per hour for such work was reasonable since it was an intri- 
cate task requiring special skill and training. 

Exception No. 50—Credits, Vouchers missing ($469.57) .—Licensee 
introduced no evidence concerning the $469.57 credits which were sus- 
pended by this exception for lack of vouchers. We must allow the 
credits since to do otherwise would enable a licensee to increase proj- 
ect costs by failing to introduce evidence as to credit items. 

Exception No. 51—Rental of construction equipment, $351,906.51— 
The staff accountant made a special audit of licensee’s claim of 
$351,906.51 ° for construction equipment used on this project. Prior 
to January 1, 1925, licensee owned such equipment, $56,764.15 * 
being charged during that period. The propriety of such charge was 
established and it is allowed. On January 1, 1925, the equipment 
was transferred to Dixie and thereafter rental was charged in line 
with the schedules of the Associated General Contractors of America. 
Of the rental charges totaling $295,142.36, we find that $65,274.68 
represents a profit to Dixie and it is disallowed. The balance of 
$229,867.68 is allowed as cost.® 

Exception No. 52—Misc. charges on equipment, $7,058.55.—Of the 
$7,058.55 of miscellaneous charges on equipment we disallow $3,514.71 
consisting of four items: (1) $1,091.48, adjustment in depreciation 
charged on two trucks; (2) duplicate charge of $821.25 for relay rails 
and tie plates, which licensee waived at the hearing; (3) $657.92 of 
equipment not needed but which it does not appear was thereafter 
credited to project cost; and (4) $944.06 of alleged sale value of 

» Any obsolescence on the seventh transformer was negligible and is here immaterial. 

* Includes $2,416.57 increase in licensee’s original claim of $349,489.94 to cover $15,- 
650.98 of equipment used in the reservoir basin prior to January 1, 1925. 


"The derivation of this amount is shown on p. 322 of the main brief of Commission 
counsel, except for a net increase of $975.43 in the 6 percent interest allowed. 
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equipment lost or scrapped, which was covered by rental charged on 
such equipment. The $3,543.84 balance of this exception is allowed. 

Exception No. 53—Miscellaneous nonproject charaes, $4,645.23.— 
This exception covers some 75 miscellaneous charges which are 
grouped and disposed of as follows: 


Suspended Allowed Disallowed 


. Arrest of labor agents » $191, 17 
Interviews for employment 390. 279. 74 

Expenses re employees’ homes.......-.---..-------------- 

Medical expenses, etc. ---.-- imbpamiptenpidbetmbunpabansnatee 

Warehouse, company car, etc 

Commissary operations 

INOUE io bs inion he ondheminathetiduembinthonnigind 

nn en a. cuacasennnsancnsneuul role 

RED CII oon Gainbctinacmidadncccsdoidcste wae 

. Expenses not identified 


SOON Smee 


— 


The $35 disallowed in group 1 represents, at least in part, a fine 
paid upon conviction of a labor agent for violation of Alabama labor 
laws. The $110.50 disallowed in group 2 consists of expenses of A. C. 
Polk which licensee agrees should be eliminated from project costs 
and transferred to Dixie general expenses. The $195.45 disallowed in 
group 3 includes $71.70 waived by licensee; $108.75 charged for board 
of employees but not deducted from their pay, and $15 owed Dixie 


by an employee at the time of his discharge for materials advanced to 
him for construction of his home. The $491.15 disallowed in group 
5 represents $1.15 waived by licensee and $490 cost of mules used in 
clean up work on the project and then transferred to general con- 
struction equipment. The $59.61 disallowed in group 6 was waived 
by licensee. The $6.10 disallowed in group 7 represents a labor 
charge to Lower Tallassee, an unlicensed project. Licensee agreés 
that $350 disallowed in group 9 should be charged to Dixie general 
expense since it represents the fee paid the state geologist for an 
investigation and report on the possibility of using lignite as a source 
of fuel in the production of power. No evidence was introduced by 
licensee as to the items in group 10, totaling $255.86, which are 
disallowed. 

Exception No. 54—Miscellaneous unsupported charges, $4,415.25.— 
This exception covers 16 separate charges, of which $1,878.40 is found 
to be proper project costs and is allowed. The $2,536.85 balance, 
which we disallow, consists of $163.65 of unsupported store checks 
which licensee waived; $13.20 of expenses of A. E. Pritchard, the 
nature of which was not explained; and $2,360 of expenses of L. E. 
Brown, an attorney on licensee’s staff, which were unsupported by 
detailed expense accounts. Included in Mr. Brown’s expenses was 
an unitemized charge of $1,450 for 6 weeks in Washington, D. C. 
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Exception No. 55—Miscellaneous operating expenses, $6,076.86.— 
We allow the $6,076.86 questioned by this exception. The items in- 
cluded therein consists of charges for miscellaneous supplies, acces- 
sories and spare parts, which were necessary to a completed project; 
malaria control equipment and miscellaneous clean up work which 
represent a part of construction cost although incurred after active 
construction was finished. 

Exception No. 56—Unredeemed store checks, $523.55. Eaception 
No. 57—Unclaimed wages, $6,441.12.—Licensee waived these excep- 
tions which are disallowed. Store checks (exception 56) which em- 
ployees failed to cash at the project commissary and unclaimed wages 
(exception 57) do not represent proper project charges.™ 

Exception No. 58—Cash discounts, $13,225.24.—As licensee agrees, 
the cash discounts of $13,225.24 applicable to Work Order 1701 should 
have been deducted from project cost. Project cost in accordingly 
overstated by the amount of $13,225.24, which we disallow. 

Exception No. 59—Powerhouse excavation, $254,281—The staff 
engineer computed the cost of powerhouse excavation as $5.37 per 
cubic yard which he considered unreasonable in comparison with 
similar excavation on licensee’s Jordan Dam Project No. 618, which 
cost $2.91. At the hearing, licensee explained the difficulties of this 
excavation which amounted to 59,345 instead of 50,032 cubic yards 
and consisted of 100 percent, not 80 percent, of rock. In view of 
licensee’s explanation of the cost of the excavation, which the staff 
engineer no longer considered unreasonable, we find that the amount 
of this exception represents a proper project charge and it is allowed. 

Exception No. 60—Powerhouse brickwork, $135,580.92.—The staff 
engineer made a detailed unit cost analysis of the claimed cost of this 
project. In order to arrive at costs comparable to those which would 
be bid by an independent contractor, he distributed over the direct 
costs such indirect costs as would be covered by an independent bid. 
By this method he derived $147,190.21 or $148.32 per thousand as the 
cost of powerhouse brickwork in place. This was considered 
unreasonable and suspended.** 

At the hearing, licensee agreed that if the brickwork cost $148.32, 
as computed by the staff engineer, it would be high. Licensee, how- 
ever, derived the cost of such brickwork as $99.41 per thousand, which 
the staff engineer in turn recognized as reasonable, if it represented 
the true cost of the brickwork. 

It is unnecessary to consider the differences between the staff en- 
gineer and licensee’s engineer as to the proper basis of distributing 


= Cf., Clarion River Power Co., Licensee, 1 F. P. C. 269, 302. 
* Since $11,609.29 of this statement was suspended by other exceptions, the balance, 
$135,580.92, was suspended by exception 60. 
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indirect costs. Suffice it to say that the cost of the brickwork, in- 
volving difficulties of congested space, the necessity of concurrent 
operations, and the use of four classes of brick, is not so unreasonable 
as to be illegitimate within the meaning of the Act. The amount 
of this exception is accordingly allowed.™ 

Exception No. 61—Rock crushing equipment, $11,719.88—Eacep- 
tion No.62—Conerete mixing equipment, $5,92245—Eaception No. 
63—Quarry equipment, $4,942.10—Exception No. 64—Other con- 
struction equipment, $12,515.10—The above charges for construction 
equipment were suspended by the staff engineer because it appeared 
that the project had not been credited with sufficient salvage on ac- 
count of the same. Licensee satisfactorily explained the absence of 
salvage on the quarry equipment and we accordingly allow the 
$4,942.10 represented by Exception No. 63. We find that $400, $250 
and $1,330 should have been credited to project cost for salvage 
on the rock crushing (exception 61), concrete mixing (exception 
62), and other construction equipment (exception 64), respectively, 
which amounts we disallow. The $11,319.88, $5,672.45, and $11,- 
185.10 balances of exceptions 61, 62, and 64, respectively, are allowed. 


CONCLUSION 


An appropriate order will issue determining the actual legitimate 
original cost in accordance with this opinion and prescribing the 
corrective accounting to reflect such determination. 

Letanp Oxps. 
Joun W. Soort. 
Crypve L. Spavey. 

I concur in this Opinion in all respects except as to the disposition 
of exceptions Nos. 33 and 34. 

Cravupe L. Draper. 


Order determining actual legitimate original cost and prescribing 
accounting therefor 


Alabama Power Company 
(Project No. 349) 


Upon consideration of the matters of record with respect to the 
actual legitimate original cost of the Martin Dam Project No. 349, 
Alabama Power Company, Licensee, as of December 31, 1927, and 
having on this date made and entered its opinion in this matter, 
which is hereby referred to and made a part hereof by reference; and 

It appearing to the Commission that: 


* Of. Florida Power Oorp., Licensee, 1 F. P. C. 390, 897. 
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(a) The licensee, in its initial cost statement filed with the Com- 
mission on July 1, 1930, claimed $17,551,299.53 as the actual legiti- 
mate original cost of this project as of December 31, 1927; 

(b) The licensee recorded $19,059,977.77 on its books of account as 
the cost of this project as of December 31, 1927; the amount recorded 
as cost being $1,508,678.24 in excess of the $17,551,299.53 claimed in 
the initial cost statement; 

(c) The total claimed cost of this project to be considered is 
$17,561,279.75, consisting of (1) $17,551,299.53, claimed in the initial 
cost statement; (2) $7,363.75, net addition recommended in the 
staff report; (3) $2,416.57, additional construction equipment rental 
claimed by licensee at the hearing; and (4) $199.90, expenses which 
the staff recommended be transferred from overhead of Dixie Con- 
struction Co. and charged direct to this project; 

The Commission finds and determines that: 

(1) The actual legitimate original cost as of December 31, 1927, 
of this project is $15,209,611.18 which is the total of the amounts 
listed in column (4) under the heading “Allowed” in the tabulation 
hereinafter set forth; and said amount of $15,209,611.18 is allowed; 

(2) The amounts, totalling $2,351,668.57, listed in column (5) un- 
der the heading “Disallowed” in said tabulation do not constitute 
part of the actual legitimate original cost of this project as of De- 


cember 31, 1927; and said amounts, totalling $2,351,668.57, are 
disallowed ; 

(3) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect on licensee’s 
books of account the Commission’s determination of the actual 
legitimate original cost of this project: (For determination, see table, 
p. 458.) 


The Commission orders that: 

(A) The licensee establish and maintain control accounts with 
reference to this project showing a total debit balance in its fixed 
capital accounts beginning with an entry of $15,209,611.18 (being the 
total of the amounts listed in column (4) under the heading “Al- 
lowed” in the above tabulation) as the actual legitimate original cost 
of this project as of December 31, 1927; 

(B) The licensee establish and maintain subsidiary accounts 
showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail and in 
accordance with the provisions of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees revised to 
December 31, 1936; 

(C) The licensee remove from this project’s accounts and transfer 
to the appropriate Mitchell Dam Project No. 82 electric plant ac- 
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counts the amounts, totaling $452.97, listed in column (6) under 
the heading “Mitchell Dam” in the above tabulation; 

(D) The licensee remove from this project’s accounts and transfer 
to the appropriate Jordan Dam Project No. 618 electric plant ac- 
counts the amounts, totaling $1,105.78, listed in column (7) under 
the heading “Jordan Dam” in the above tabulation ; 

(E) The licensee remove from this project’s accounts and transfer 
to the appropriate nonproject electric plant account or accounts the 
amounts, totaling $3,041.43, listed in column (8) under the heading 
“Nonproject Electric Plant” in the above tabulation; : 

(F) The licensee remove from this project’s accounts and transfer 
to Account 110, other physical property, the amounts, totaling 
$67,286.86, listed in column (9) under the heading “Other Physical 
Property” in the above tabulation ; 

(G) The licensee remove from this project’s accounts and transfer 
to Account 146, other deferred debits, for disposition in accordance 
with the Commission’s opinion ante, p. 452, the amount of $49,600 
listed in column (10) under the heading “Deferred Debits” in the 
above tabulation; 

(H) The licensee remove from this project’s accounts and transfer 
to the appropriate earned surplus account the amounts, totaling 
$2,230,181.53, listed in column (11) under the heading “Earned 
Surplus” in the above tabulation; 

(I) The licensee remove from this project’s accounts the $1,508,- 
678.24 recorded as cost of the project as of December 31, 1927, and 
not claimed by licensee in its initial cost statement and transfer said 
amount of $1,508,678.24 to the appropriate earned surplus account, 
except insofar as and to the extent that said amount represents part 
of the cost of some physical property of licensee other than this 
project; 

(J) Within 60 days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form 
No. 76 showing such compliance. 





IN THE MATTER OF 
THE NIAGARA FALLS POWER COMPANY, LICENSEE 
Application for Amendment of License 
EP_16 
(Decided September 16, 1941) 
Syllabus 


1. By exchange of notes at Washington, on May 20, 1941, approved by 
the Senate on June 12, 1941, the Governments of the United States 
and Canada have agreed that, during the present emergency, an addi- 
tional 5,000 c. f. s. of water may be diverted on the United States 
side of the Niagara River. The 20,000 c. f. s. diversion previously 
authorized by the International Boundary Waters Treaty of 1910 is 
being utilized by licensee pursuant to license issued by the Commission 
on March 2, 1921. 

2. Under the Federal Power Act, the Federal Power Commission has broad 
authority to deal with any emergency created by a shortage of electric 
energy or any war in which the United States is engaged. P. 462. 

8. On an application by licensee for authorization to use said additional 
5,000 c. f. s. (already temporarily authorized by the Commission imme- 
ditely after the agreement between the United States and Canada had 
been approved by the Senate of the United States) through its Project 
No. 16 to supply electric energy to essential defense industries, the 
Commission authorized amendment of the license to permit licensee to 
make temporary use of said additional diversion, on the condition to 
be agreed to by licensee that the emergency net profits derived from 
said diversion, arising out of an emergency measure passed solely in the 
interests of national defense, should not be credited to surplus accounts 
or distributed in dividends, but should be used to reduce the project 
investment. P. 468. 


By THe CoMMISSION : 


This matter is before us upon application by the above-named li- 
censee for authorization to use an additional 5,000 cubic feet of water 
per second from the Niagara River through its Project No. 16. The 
additional water is needed to supply electric energy to electrochemical, 
electrometallurgical and other essential defense industries in the Buf- 
falo-Niagara Falls area of New York State. 

Present diversion —The use of water at Niagara Falls for power 
purposes is governed by the International Boundary Waters Treaty 
of 1910. Under that treaty such use on the United States side is 


461 











































































462 FEDERAL POWER COMMISSION 


limited to 20,000 c. f. s. This amount is now being utilized by The 
Niagara Falls Power Company through its Project No. 16 pursuant 
to license issued by this Commission on March 2, 1921, under the Fed- 
eral Water Power Act.* 

National defense requirements.—Under the Federal Power Act we 
have broad authority to deal with any emergency created by a short- 
age of electric energy or any war in which the United States is 
engaged.” 

On May 27, 1941, the President proclaimed an unlimited national 
emergency in the interests of national defense. Previously, by letter 
of June 14, 1940, the President directed us to take appropriate steps 
to assure “an adequate supply of electric power” for national defense. 

Our studies indicated an immediate need for additional 25-cycle 
power to supply essential defense industries in the Buffalo-Niagara 
Falls area of New York State. 

Arrangement with Canada.—We therefore recommended, with the 
concurrence of the National Advisory Defense Commission, that the 
Department of State negotiate a special agreement with Canada per- 
mitting the diversion of additional water from the Niagara River. 

By an exchange of notes at Washington on May 20, 1941, approved 
by the Senate on June 12, 1941, the Governments of the United States 
and Canada have agreed that during the present emergency an addi- 
tional 5,000 c. f. s. may be diverted on the United States side and an 
additional 3,000 c. f. s. may be diverted on the Canadian side. The 
additional diversion is subject to reconsideration by both Govern- 
ments on October 1, 1942. 

Emergency authorization—On June 12, 1941, within one hour after 
the Senate approved the special agreement with Canada, we granted 
the Niagara Falls Power Company by telegram * temporary author- 


* The license, as amended, authorizes a diversion of 19,725 c. f. s. 
ce. f. s. is being diverted on a temporary basis. 

2 Section 202 (c) provides that “During the continuance of any war in which the United 
States is engaged, or whenever the Commission determines that an emergency exists by 
reason of a sudden increase in the demand for electric energy, or a shortage of electric 
energy or of facilities for the generation or transmission of electric energy, or of fuel or 
water for generating facilities, or other causes, the Commission shall have authority, 
either upon its own motion or upon complaint, with or without notice, hearing, or report, 
to require by order such temporary connections of facilities and such generation, delivery, 
interchange, or transmission of electric energy as in its judgment will best meet the 
emergency and serve the public interest. * * *” 

* The text of the telegram of June 12, 1941, is as follows: 

“The Niagara Falls Power Company, Licensee of Project No. 16, is hereby granted by 
the Federal Power Commission a temporary authorization to divert immediately from the 
Niagara River, for temporary use through said project, the additional five thousand cubic 
feet of water per second made available to the United States, as an emergency nationat 
defense measure, by the special agreement of May 20, 1941, between the United States 
and Canada, which was ratified by the Senate today, June 12, 1941, The additional 
diversion will enable the company to generate 25-cycle electric energy urgently needed by 
essential defense industries in the Buffalo-Niagara Falls area of New York State. This 
authorization is an emergency measure required by the interests of national defense and 
will remain in force thirty days. It is conditioned upon the receipt by the Commission with- 
in five days of an application by the Niagara Falls Power Company for appropriate 
amendment to its license for Project No. 16 to cover the additional diversion of five 


The remaining 275 
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ization to use the additional water thus made available and the com- 
pany immediately began generating additional 25-cycle power needed 
for defense. ii 

Allotment of defense power—After consultation with the Office of 
Production Management, we allotted to vital defense industries in 
the Buffalo-Niagara Falls area the emergency defense power made 
available by the additional diversion. To insure the maximum pos- 
sible use of such power in the interests of national defense, the allot- 
ments were made subject to the following condition : 


In the event, after the initial date at which the customer is able to utilize 
the full amount of the emergency defense power allotted to it by the Federal 
Power Commission, said customer is unwilling or unable to utilize the full al- 
lotment for two consecutive months, the Commission may reallot the unused 
portion of such allotment to other customers. 


Suggestions of New York State-—Representatives of The Power 
Authority of the State of New York, the Water Power and Control 
Commission of New York, and the Public Service Commission of 
New York have been afforded an opportunity to present their views 
as to appropriate conditions of the amendment to the license for 
Project No. 16 to cover the emergency diversion. In prescribing the 
conditions set forth in the order accompanying this opinion, careful 
consideration was given to the suggestions made by the represent- 
atives of the State of New York. 

Excessive profits —A brief comment appears appropriate with re- 
spect to the conditions prescribed for disposition of the profits derived 
by the Niagara Falls Power Co. from the emergency diversion. 

Information filed by the company indicates that after payment of 
the fees of New York State, and the relatively small additional capital 
expenditures and operating expenses incident to the additional diver- 
sion, the company may and probably will derive net profits therefrom 
in excess of $1,000,000 a year. 

Both the letter and the spirit of the Federal Power Act preclude 
us from allowing a licensee to enjoy such profits from an emergency 
measure passed solely in the interests of national defense. 

We therefore find it appropriate and in the public interest, as 
recognized by the company, that such profits be used to reduce the 


thousand c. f. s. During the time this temporary authorization is in force the provisions 
of an appropriate amendment to the license for Project No. 16 will be determined. Repre- 
sentatives of the State of New York will be given an opportunity to present their views 
of the conditions of such amendment of license necessary to protect the interests of the 
people of that State. Such amendment of license will be made effective as of today and 
will contain the necessary conditions to protect the public interest and to promote the 


interests of national defense ; and to prevent the enjoyment by the company of any excess 
profits from the emergency diversion.” 
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project inevstment.* To that end we are prescribing the necessary 
accounting to prevent such excess revenues from being credited to the 
company’s surplus accounts or distributed in dividends. 


CONCLUSION 


An appropriate order will issue authorizing the amendment of the 
license of the Niagara Falls Power Co. for Project No. 16 to permit 
the emergency diversion by that company of 5,000 c. f. s, in addition 
to the 20,000 c. f. s. now being diverted. 

Letanp Otps. 
Cravpe L. Draper. 
Bast, Man ty. 
Joun W. Scort. 
Cryve L, Seavey. 


Order authorizing amendment of license to permit additional 
diversion for temporary use 


The Niagara Falls Power Company 
(Project No. 16) 


Upon consideration of the application filed June 17, 1941, by the 


Niagara Falls Power Company, licensee of Project No. 16, for 
amendment to its license for Project No. 16, to permit an additional 
diversion of 5,000 c. f. s. of water from the Niagara River for tem- 
porary use through said project; and the Commission having on this 
date made and entered its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; and 

It appearing to the Commission that: 

(a) On May 27, 1941, the President proclaimed an unlimited 
national emergency in the interests of national defense; 

(6) There is urgent need of 25-cycle electric energy to supply 
essential defense industries in the Buffalo-Niagara Falls area of New 
York State; 

(c) The Niagara Falls Power Company has facilities through 
which it may utilize the emergency diversion of 5,000 c. f. s. of water 
to generate 25-cycle electric energy; 

(d) Public notice of the application filed June 17, 1941, by the 
Niagara Falls Power Company for an amendment to its license for 

*Sec. 10 (g) provides that licenses shall contain “Such other conditions not inconsistent 
with the provisions of this Act as the Commission may require.” 

Sec. 301 authorizes the prescription of accounts by licensees. 

Sec. 309 provides that the Commission “shall have power to perform any and all acts, 


and to prescribe, issue, make, amend, and rescind such orders, rules, and regulations as 
it may find necessary or appropriate to carry out the provisions of this Act.” 
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Project No. 16 has been duly given pursuant to section 6 of the 
Federal Power Act and no protests thereto have been filed with the 
Commission : 

(e) The Power Authority of the State of New York, the Public 
Service Commission of New York, and the Water Power and Con- 
trol Commission of New York have been afforded an opportunity to 
present their views with respect to the request for authorization to 
divert additional water by said licensee; 

The Commission finds that: 

(1) An emergency exists within the meaning of section 202 (c) 
of the Federal Power Act by reason of the urgent need for 25-cycle 
electric energy to supply the power requirements of essential defense 
industries in the Buffalo-Niagara Falls area of New York State; 

(2) It is necessary and appropriate in the public interest and in 
the interest of national defense that the license of Project No. 16, 
issued on March 2, 1921, as amended, be further amended to authorize 
the emergency diversion of 5,000 c. f. s. of water from the Niagara 
River for temporary use through said project in accordance with 
the terms and conditions hereinafter provided; and 

The Commission orders that: , 

(A) The Niagara Falls Power Company be authorized to divert 
for temporary use through Project No. 16 additional water from the 
Niagara River above the Falls of Niagara at the average rate of 
5,000 cubic feet per second, provided, that the maximum additional 
diversion in any calendar day shall not exceed said rate of 5,000 
ce. f. s. by more than 20 percent thereof; 

(B) The license for Project No. 16, as amended, be further 
amended as of June 12, 1941, to authorize the additional diversion 
specified in Paragraph (A), supra, in accordance with the terms and 
conditions hereinafter set forth; 

(C) Said authorization shall be: 

(i) Subject to the provisions of the Federal Power Act and the 
rules and regulations of the Commission now or hereafter in force; 

(ii) Subject to the terms and provisions of the agreement between 
the Governments of the United States and Canada, evidenced by an 
exchange of notes in Washington, D. C., on May 20, 1941, and ap- 
proved by the Senate on June 12, 1941; 

(iii) Limited to the present national emergency; subject to term- 
ination at any time upon order of the Commission; and shall not 
extend beyond October 1, 1942; 

(iv) Without prejudice to and shall in no wise affect the authority 
of the State of New York or any agency or instrumentality thereof; 

(v) Without prejudice to and shall in no wise affect any proceed- 
ing now pending before the Commission with respect to said Project 


No. 16, including, among others: 
324886—43—Vol. 2——-33 
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(a) The pending proceeding to determine the net investment in 
Project No. 16, as of March 2, 1921; 

(b) The pending proceeding on the application of the Niagara 
Falls Power Company for an amendment to its license for Project - 
No. 16 for authority to divert 275 c. f. s. in addition to the 19,725 
c. f. s. now authorized by said license, as amended; 

(D) The Niagara Falls Power Company shall pay to the United 
States, on account of the diversion of said additional 5,000 c. f. s., 
for the purpose of reimbursing the United States for the cost of 
administration of Part I of the Federal Power Act, annual charges 
at the rate of two and one-half cents per thousantl defense kilowatt- 
hours generated (determined in accordance with Paragraph (F), 
infra) during the period said amendment is in force; 

(E) For purposes of said amendment and as used hereinafter: 

(i) “Defense power” means the additional capacity, estimated as 
64,100 kw, made available by the diversion of said additional 
5,000 c. f. s.; 

(ii) “Defense kilowatt-hours” means the kilowatt-hours of electric 
energy generated from the diversion of said additional 5,000 c. f. s., 
determined in accordance with Paragraph (F), infra; 

(iii) “Defense consumers” means the consumers which have been or 
are hereafter allotted defense power by the Commission; 

(F) For purposes of said amendment, the quantity of defense 
kilowatt-hours generated shall be determined from hourly readings 
of station watt-meters in accordance with the following formula, 
which assumes that the water diverted will be used through the most 
efficient generating units available; 

(i) The kilowatt-hours generated from the first 20,000 c. f. s. 
diverted shall not be considered defense kilowatt-hours; 

(ii) The kilowatt-hours generated from the next 5,000 c. f. s. di- 
verted shall be considered defense kilowatt-hours: 

(iii) The kilowatt-hours generated from all diversion in excess of 
25,000 c. f. s. shall be allocated between nondefense kilowatt-hours 
and defense kilowatt-hours in the proportion of the respective 
amounts of Paragraphs (F-i) and (F-ii) ; 

(G) For purposes of said amendment, the quantity of defense 
kilowatt-hours furnished to defense consumers and the portion thereof 
taken by each defense consumer shall be determined monthly by 
applying the respective monthly load factor of each of said defense 
consumers to the maximum amount of defense power taken by each 
of said defense consumers in the respective months; 

(H) For the purposes of said amendment, the quantity of defense 
kilowatt-hours furnished to other than defense consumers shall be 
determined monthly by subtracting from the total defense kilowatt- 
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hours generated, 106.5 percent of the defense kilowatt-hours fur- 
nished to defense consumers (the 6.5 percent to cover transmission 
and other losses) ; 

(1) For purposes of said essicnidineinl the revenue received by the 
Niagara Falls Power Company from defense power and defense kilo- 
watt-hours shall consist of : 

(i) All payments by defense consumers for defense power under 
the applicable contract or contracts approved by the New York Pub- 
lice Service Commission; and 

(ii) Three mills ($0.003) per kilowatt-hour for all defense kilowatt- 
hours furnished to other than defense consumers (as determined in 
accordance with Paragraph (H) supra) ; 

(J) For purposes of said amendment, capital expenditures appli- 
cable to defense power and defense kilowatt-hours shall consist of 
the following, insofar as and to the extent only that the same are 
incurred during the period said amendment is in force, or are in- 
curred prior to the effective date of said amendment but solely and 
reasonably required to effectuate said amendment : 

(i) The incremental or out-of-pocket cost of additions to, better- 
ments of, and rehabilitation of, Project No. 16, incurred by the 
Niagara Falls Power Company, and solely and directly required for 
the generation, transmission and distribution of defense power and 
defense kilowatt-hours; 

(K) For purposes of said amendment, expenses applicable to de- 
fense power and defense kilowatt-hours shall consist of the follow- 
ing, insofar as and to the extent only that the same are required to 
be incurred during the period said amendment is in force: 

(i) The additional incremental or out-of-pocket generation, trans- 
mission and distribution expenses, consumers’ accounting and collect- 
ing expenses, administrative and general expenses, incurred by the 
Niagara Falls Power Company, solely and directly on account of 
the production, transmission, distribution, and sale of defense power 
and defense kilowatt-hours ; 

(ii) A reasonable and equitable apportionment of additional incre- 
mental or out-of-pocket production, transmission and distribution 
expenses, incurred by the Niagara Falls Power Company directly 
although not solely on account of the generation, transmission and 
distribution of defense power and defense kilowatt-hours; provided, 
that the apportionment used by the Niagara Falls Power Company 
shall be subject to disallowance, modification and adjustment by the 
Commission ; 

(iii) The incremental or out-of-pocket cost to the Niagara Falls 
Power Company of electric energy purchased and furnished by said 
company to defense consumers to supply the requirements of said 
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consumers under the contracts covering their purchase of defense 
power and defense kilowatt-hours, insofar as and to the extent only 
that the Niagara Falls Power Company is unable, because of con- 
ditions beyond its control, to furnish to said defense consumers, by 
use of the generating facilities of Project No. 16, the defense power 
and defense kilowatt-hours required by said defense consumers; 
provided, that said incremental cost shall not exceed three mills 
($0.003) per kilowatt-hour and shall be determined on the basis 
of the average cost to the Niagara Falls Power Company of all 
electric energy purchased by it during the period in question; pro- 
vided further, that no other charges for or expenses of standby steam 
capacity, facilities, or electric energy shall be included hereunder ; 

(iv) Taxes and contributions paid or incurred by the Niagara 
Falls Power Company, during the period said amendment is in 
force, under the laws of the United States or the State of New York 
or any subdivision thereof, which taxes and contributions are directly 
applicable to the amounts of salaries, wages or pay rolls included 
under Paragraphs (K-i) and (K-ii), supra, including (without lim- 
iting the generality of the foregoing) payment of Federal Old Age 
and Survivor’s Insurance Taxes, Federal Unemployment Insurance 
Taxes, and New York State Unemployment Taxes or Contributions; 

(v) Rental charges paid by the Niagara Falls Power Company 
to the State of New York or any agency thereof which are solely 
and directly applicable to the additional diversion of 5,000 c. f. s. 
authorized by said amendment; 

(vi) Annual charges paid by the Niagara Falls Power Company 
to the Commission pursuant to Paragraph (D), supra: 

(vii) Taxes levied or assessed under the laws of the United States 
and the State of New York and of any municipal or other subdivision 
of the State which are measured or based upon gross income or net 
income (including taxes upon franchise valuations based upon gross 
income or net income), insofar as and to the extent only that the same 
are directly occasioned by and result from the revenues specified in 
Paragraph (I-i), swpra, and the expenses specified in this Paragraph, 
including (without limiting the generality of the foregoing) Federal 
income and excess profits taxes, franchise taxes, taxes upon special 
franchise valuations and taxes upon the furnishing of utility services; 
provided that, in the case of excess profits taxes, there shall be in- 
cluded hereunder the amount of such taxes required to be paid by 
the Niagara Falls Power Company by reason of the revenues speci- 
fied in Paragraph (I-i) and the expenses specified in this Paragraph; 

(viii) Real or personal property taxes levied or assessed under the 
laws of the United States, the State of New York, or any subdivision 


thereof, which are directly applicable to the capital expenditures 
specified in Paragraph (J); 
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(ix) An annual amount sufficierit-to*amortizewithin a three-year 
period the capital expenditures specified in Paragraph (J); 

(L) The revenues specified in Paragraph (1), the capital expendi- 
tures specified in Paragraph (J), and the expenses specified in Para- 
graph (K), shall be accounted for through special sub-accounts of the 
appropriate accounts of the Commission’s Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, revised to De- 
cember 31, 1936; 

(M) The difference between the revenues specified in Paragraph 
(I) and the expenses specified in Paragraph (K), in excess of a re- 
turn of 6 percent per annum on the capital expenditures specified in 
Paragraph (J), less the amortization applicable thereto (both aver- 
aged for the period), shall be credited to a special account No. 259, 
emergency diversion reserve, which reserve need not be represented 
by earmarked funds; 

(N) Any portion of the capital expenditures specified in Para- 
graph (J) remaining unamortized at the expiration of the period 
during which said amendment is in force shall be charged to said 
special account No. 259, emergency diversion reserve, and the salvage 
value, less the cost of retirement, realized from the items represented 
by said capital expenditures shall be credited to said special account 
No. 259, emergency diversion reserve, upon the retirement of said 
items ; 

(O) Except as provided in Paragraph (N), no charges shall be 
made to said special account No. 259, emergency diversion reserve, 
without the prior approval of the Commission; 

(P) The balance in said special account No. 259, emergency diver- 
sion reserve, shall be transferred to Account No. 258.1, amortization 
reserve-federal, and shall be used to reduce the net investment in 
Project No. 16, upon order of the Commission after the expiration 
of the period covered by said amendment; 

(Q) On or before October 15, 1941, the Niagara Falls Power 
Company shall file with the Commission under oath, an original and 
three copies of a report showing in detail as of June 12, 1941, the 
date, nature and amount of the capital expenditures specified in 
Paragraph (J), supra; and showing in detail for the period from 
June 12, 1941, to October 1, 1941: 

(i) The date, nature and amount of the capital expenditures 
specified in Paragraph (J), supra; 

(ii) The quantity of the emergency diversion of 5,000 c. f. s. used, 
the quantity of defense power developed, and the quantity of defense 
kilowatt-hours generated, by hours, days, and months; 

(iii) The quantity of defense power and defense kilowatt-hours 
taken each month by each defense consumer; 
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(iv) The revenue specified in Paragraph (I), supra, showing the 
portion thereof received from each consumer each month; 

(v.) The amount and nature of the expenses specified in Paragraph 
(K), supra, by months; 

(vi) Copies of all journal entries debiting or crediting amounts 
to special account No. 259, emergency diversion reserve, and copies 
of all journal entries transferring amounts from said special account 
No. 259 to Account No. 258.1, amortization reserve-federal ; 

(vii) Such other data or information as the Commission may 
require ; : 

(R) On or before November 15, 1941, and on or before the fif- 
teenth day of each month thereafter, during the period said amend- 
ment is in force, and the month following the termination of the 
period during which said amendment is in force, the Niagara Falls 
Power Company shall file with the Commission under oath an orig- 
inal and three copies of a report giving for the preceding calendar 
month the information specified in sub-paragraphs (i) to (vii), 
inclusive, of paragraph (Q), supra; 

(S) In the event the Commission shall question any capital ex- 
penditure, revenue, expense, debit, credit, or journal entry, made or 
claimed pursuant to the provisions above enumerated, the Niagara 
Falls Power Company shall have the burden of establishing the 
propriety and correctness of the same; 

(T) The defense power and defense kilowatt-hours shall be fur- 
nished only to such consumers and in such amounts as the Com- 
mission has heretofore or shall hereafter approve; provided, that 
such requirements shall not apply: to such portions of the defense 
power and defense kilowatt-hours as the defense consumers are un- 
able to utilize; provided further, that all allotments by the Commis- 
sion of defense power and defense kilowatt-hours to defense 
consumers shall be subject to the following condition: 

In the event, after the initial date at which the customer is able to utilize 
the full amount of emergency defense power allotted to it by the Federal 
Power Commission, said customer is unwilling or unable to utilize the full 
allotment for two consecutive months, the Commission may reallot the unused 
portion of such allotment to other customers. 

(U) The provisions of said amendment of the license of Project 
No, 16, issued pursuant to this order, shall control in the event the 
same conflicts with any provision in the license of Project No. 16, 
issued on March 2, 1921, as heretofore amended; 

(V) Subject to Paragraph (U), supra, said amendment of the 
license of Project No. 16, issued pursuant to this order, shall not 
operate to alter or waive any part, condition or provision of the 





THB NIAGARA FALLS POWER COMPANY, LICENSEE 471 


license for Project No. 16, issued on March 2, 1921, as heretofore 
amended ; 

(W) Said amendment to the license of Project No. 16, issued pur- 
suant to this order, shall be accepted and the terms and conditions 
thereof agreed to in writing by the Niagara Falls Power Company 
within thirty (30) days after the date of this order. 





IN THE MATTER OF 


INVESTIGATION OF CONDUCT OF F. M. DURRANCE, C. D. 
WATERMAN AND R. B. MacDONALD 


Investigation into Ethics of Conduct of Former Employee of Commission, 
Attorney, and Officer of Public Utility, in Connection «with Repre- 
sentation of Public Utility by Former Employee in Rate Proceeding 


(Decided September 16, 1941) 
. 


Syllabus 


1, Upon investigation by the Commission, it was found that respondent 
Durrance, a former attorney-examiner of the Commission, violated 
section 1.7 of the Rules of Practice and Regulations of the Commission 
forbidding a person who had served the Commission as examiner or 
other employee from practicing, appearing or acting as counsel before 
the Commission, or in any manner or by any means aiding or assisting 
in the prosecution of any matter or proceeding within one year next 
after the separation of the said person from the service of the 
Commission. P. 474. 

2. Respondent violated said rule by receiving fees for employment as an 
attorney within one year of severance of his employment with the 
Commission, from a public utility engaged in a pending rate matter 
before the Commission, even though respondent was not made an 
attorney of record, did not appear at the hearings, and did no work 
for the public utility at any time, with the possible exception of a 
little reading of the record in its rate proceeding before the 
Commission. P. 474. 

8. The respondent, apart from his violation of section 1.7 of the Rules of 
Practice and Regulations above referred to, by his duplicity in sending 
a telegram to the president of said public utility referring to confer- 
ences and investigations which he had never had and stating that said 
conferences so far indicated matters were advancing satisfactorily, 
failed to conform to the standards of ethical conduct required of 
practitioners before the Courts of the United States, as required by 
section 1.6 of the Rules of Practice and Regulations of the Com- 
mission, and, therefore, the Commission barred respondent from 
practice before it. P. 475. 

4. In an investigation into the conduct of the president of said public 
utility in connection with said proceeding, it was found that he directed 
payment of $4,200 to a former employee of the Commission in viola- 
tion of a rule of the Commission forbidding practice before the Com- 
mission by such employee within one year after termination of his 
employment with the Commission, without any good reason or any 
return for such payment and without disclosing such employment to 
the Commission, intending the fee to be charged to the operating ex- 

472 
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penses of the public utility, thus placing the burden of the payment 
on the rate-payers, and thereafter refused to testify as to the facts 
of such employment of said former employee, after expressing a will- 
ingness so to do. Held that he violated his duty as an officer of a 
public utility to serve the public interest and should be censured 
and condemned for said conduct. P. 476. 

5. In an investigation into the conduct of the attorney for said public 
utility in said rate proceeding, it was found that, though he was 
not privy to the employment of respondent Durrance, he acted as 
agent for the payment of $2,500 additional “compensation” to said 
former employee of the Commission, contrary to the rule of the Com- 
mission forbidding such employment, knowing that said payment 
was based on false statements contained in the telegram above referred 
to sent by the former employee to the then president of the public 
utility, and failing nevertheless to advise the public utility or its then 
president of the duplicity of said statements. Held that he should be 
censured and barred from practice before the Commission for 1 year.’ 


F. M. Durrance, pro se. 
E. Barrett Prettyman, F. G. Awalt, and Wayne Cook for R. B. 
MacDonald and C. D. Waterman. 


William S. Youngman, Jr., and George E. Levings for the 
Commission. 


By THE CoMMISSION : 


This matter is before the Commission as the result of an investiga- 


tion instituted on September 17, 1940, into the ethics of the conduct 
of F. M. Durrance, R. B. MacDonald, and C. D. Waterman, in con- 
nection with a proceeding dealing with the rates of the Moline- 
Rock Island Manufacturing Company.’ 

Durrance had been an attorney-examiner employed by the Com- 
mission (but not in the Moline matter) until January 30, 1940, 
MacDonald was president * of the Moline and certain affiliated com- 
panies and Waterman is one of the attorneys of record in the Moline 
proceeding. 

Hearings in the instant investigation, held before the full Commis- 
sion sitting en bane on October 17 and 28, 1940, disclosed the 
following situation : 

In January 1940, MacDonald and Waterman were in Washington 
attending hearings in the Moline-Rock Island matter. They were 
called on the telephone by Durrance who was previously unknown 
to them. Durrance made an appointment and came to see them at 
the Shoreham Hotel where, it is admitted, he solicited employment 


1 The barring of the respondent Waterman from practice before the Commission for one 
year was vacated by order of January 22, 1942. 

? That case is still pending before the Commission in Docket No. IT-—5517. 

% Durrance resigned on October 21, 1939, effective as of the termination of accrued annual 
leave. Such leave terminated January 30, 1940. 

*On August 11, 1941, the Commission was notified that MacDonald had resigned all 
positions with Moline and affiliated companies. 





474 ' FEDERAL POWER COMMISSION 


as an attorney. Durrance purported to be an expert on the Federal 
Power Act and one of its draftsmen. MacDonald refused employ- 
ment to Durrance at this time. 

In May 1940, MacDonald called Durrance on the telephone and 
wired him two hundred dollars for expenses to come to Moline, 
Tilinois. In Moline, Durrance received a check for $1,500 as part 
payment on a contract for $2,500 to act as an attorney ostensibly 
to advise the Moline Company whether or not the Federal Power 
Commission had jurisdiction in the pending rate matter. 

Durrance was not made an attorney of record, did not appear at 
the hearings, and his employment was in no way called to the atten- 
tion of the Commission in the proceedings then pending. In fact, 
the payments to Durrance were accidentally discovered by a Com- 
mission accountant who was inspecting the Moline books. 

Durrance’s employment was in clear violation of a Commission 
rule forbidding such activity within a year after severance of 
employment with the Commission.** 

Durrance actually did no work for the Moline Company at any 
time, with the possible exception of a little reading of the record 
which had been made before the Commission in the rate proceeding. 
It is claimed that he was employed for the exclusive purpose of in- 
vestigating and advising on the question of the Commission’s juris- 
diction in the Moline case. At the instant hearings, Durrance evi- 
denced a lack of familiarity with any jurisdictional problems which 
might have existed; and as to the Moline record generally, he seemed 
equally uninformed. 

Durrance was first employed by Moline on May 17, 1940. On June 
1, 1940, he sent the following telegram to MacDonald: 

Satisfactory conferences so far indicate matters advancing advantageously. 


Many conferences with consequent investigations and added expense make it 


necessary to request remittance immediately of $1,000. Full report will be 
submitted upon your arrival. 


Durrance admitted, in his testimony, that the statements made 
in the foregoing telegram were categorically false and untrue. Dur- 
rance confessed among other things, that he had had no conferences 
or investigations at all. Durrance stated the wire was sent for the 


4. Former employees barred for one year.—No person serving or having served as a Com- 
missioner, officer, expert, examiner, attorney, accountant, engineer, or other employee in 
the Federal Power Commission shall be permitted to practice, appear or act as counsel, 
attorney, representative or agent in any proceeding before the Commission, or before any 
regional office, division or agency thereof, or in any manner or by any means aid or assist 
in the prosecution of any such matter or proceeding, within one year next after the separa- 
tion of the said person from the service of the Commission: provided, however, this rule 
shall not be construed to bar any such person from appearing before the Commission in 


behalf of any other branch of the Federal Government or in behalf of any State, 
municipality, or other public agency. 
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purpose of inducing MacDonald to accelerate payment of compen- 
sation not yet due him. 

Waterman, it is clear, knew the-exact substance of Durrance’s wire 
of June 1 a few days after it was transmitted. He stated that he 
knew its contents to be false and untrue, and that he admonished 
Durrance for transmitting it. Waterman, the record discloses, said: 
“It is a perfectly preposterous thing, a build-up for a fee * * *,” 
and he went on to state that he knew that Durrance was trying to 
“put something over” on MacDonald. 

Durrance made further importunities to MacDonald for money 
and as a result received $500 about June 17 and another $500 about 
June 25, 1940. The first of these checks was transmitted through 
Waterman and the second was signed by Waterman’s law firm. 

In spite of the fact Durrance had rendered no direct service to 
the Moline Company, and that under the contract of employment 
no further payments were called for, MacDonald saw Durrance in 
Washington in July and agreed to pay him $2,500 more; $1,500 of 
which was paid by check of Waterman’s law firm about July 30, 
1940. 

All of the checks received by Durrance were immediately trans- 
lated by him into cash. The record discloses, though given every 
opportunity to do so, Durrance failed to account for the disposition 
of the moneys received by him from MacDonald and the Moline 
Company. 

Because of Durrance’s duplicity with respect to the telegram of 
June 1, 1940, and without considering his violation of our rule relat- 
ing to practice before us by former employees, we are impelled to 
find and conclude that Durrance is not a person who conforms “to 
the standards of ethical conduct required of practitioners before the 
Courts of the United States * * *,” as required by section 1.6 
of the Rules of Practice and Regulations of the Commission.® 

Consequently, we are required to withhold from Durrance the 
privilege of practicing, appearing before, or in any way aiding, as- 
sisting or participating in any matter or proceeding before this 
Commission. 

In connection with the conduct of MacDonald it is of importance 
to observe that, early in the instant proceeding, his counsel indicated 
that he would put MacDonald on the stand to testify and outlined 
generally that he would give evidence about the circumstances relat- 

5 Appearances.—Any party may appear and be heard in person or by an attorney at law 
or attorney in fact and a corporation or association may be represented by a bona fide officer 
thereof. All persons appearing in-such proceeding must conform to the standards of ethical 
conduct required of practitioners before the courts of the United States and, where ap- 
Plicable, to the requirements of section 12 (i) of the Public Utility Holding Company Act 


of 1935. Failure to conform to these standards will be ground for declining to permit 
appearance in any proceeding before the Commission. [Italics supplied ] 
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ing to Durrance’s employment by the Moline Company. Moreover, 
prior to the hearing, MacDonald indicated a willingness to cooper- 
ate with the Commission in ascertaining all the facts. However, 
after hearings had proceeded, with Waterman offering his testimony, 
and with Durrance having been rigorously pressed for an accounting ° 
of the $4,200 paid him, MacDonald underwent a sudden change of 
disposition, and, claiming his constitutional rights against self- 
incrimination, refused to testify on any matters other than mere 
perfunctory details not related, or important, to the real issues 
involved in this proceeding. 

It appears that the conduct of MacDonald is much to be con- 
demned. He knew that Durrance had recently been an attorney- 
examiner for the Commission, but he did not inquire of the Com- 
mission whether it was proper to employ Durrance. He did not dis- 
close Durrance’s employment to the Commission. He directed the 
payment of $4,200 of his company’s money to Durrance without any 
good reason or any return therefor. The investigation disclosed that 
he charged, or intended to charge, this money to the operating ex- 
penses of the Moline Company, and thus place that burden upon 
the rate-payers of a public utility. Obviously, this kind of man- 
agement and direction of company affairs does not lead to public 
confidence, safety of investors’ funds, or indicate proper considera- 
tion for the consuming public. 

As president of the Moline Company, MacDonald’s position was 
one of public concern. It was a trust now tarnished by the actions 
of one apparently interested in serving something other than the 
public interest. 

Waterman seems to have been derelict in discharging his respon- 
sibilities as an attorney. While there was no evidence that Water- 
man was privy to the employment of Durrance, in June and July 
he acted as MacDonald’s agent in transactions with Durrance. 
Moreover, he testified that Durrance was trying to obtain money 
from the Moline Company on the basis of false statements in the 
telegram of June 1. Instead of protecting his public utility client, 
Waterman permitted himself to be the agent for the payment of 
$2,500 additional “compensation” to Durrance. It appears that he 
did not advise the Moline Company and MacDonald of Durrance’s 
duplicity at any time. 

In addition, Waterman, although he pleaded ignorance, should 
have known of the Commission’s Rule 1.7 barring former employees 
from.employment for one year. 

The conduct of Waterman in this matter showed little regard for 
his client, the public utility he served, or responsibility to his pro- 
fession as an attorney. His conduct in this affair is greatly to be 
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censured. Obviously, eagerness to retain a profitable client stilled 
his tongue as he acquiesced in the machinations of MacDonald and 
Durrance. as 

An order in accordance herewith will issue. 


Lexanp OL. 

Joun W. Scorr. 

Cryve L. SEAVEY. 
I concur in the result only. 

Ciaupe L. Draper. 


Order of censure and barring from practice 


Investigation of Conduct of F. M. Durrance, C. D. Waterman and 
R. B. MacDonald 


Upon consideration of the order issued by this Commission on Sep- 
tember 17, 1940, requiring F. M. Durrance, C. D. Waterman, and 
R. B. MacDonald to show cause: 

(1) Why they should not be found to have violated, or partici- 
pated in a violation of section 1.7 of this Commission’s Rules of 
Practice and Regulations; 

(2) Why it should not be found that their conduct in connec- 
tion with the Commission’s proceedings in the matter of Moline- 
Rock Island Manufacturing Company, Docket No, IT-5517, was 
unethical; and 

(3) Why the Commission should not take appropriate discipli- 
nary action against them; and 

Upon consideration of the answers filed, the evidence and argument 
adduced, the briefs filed, and all of the record of the proceedings 
had herein; and the Commission having this date issued its opinion 
in this matter, which is hereby incorporated by reference and made 
a part hereof; 

The Commission finds that (in connection with the proceedings 
in Docket No. IT-5517) : 

(1) The conduct of F. M. Durrance does not conform “to the 
standards of ethical conduct required of practitioners before the 
courts of the United States * * *,” as required by section 1.6 
of the Rules of Practice and Regulations of this Commission, and 
said F. M. Durrance should be barred from practicing before this 
Commission ; 

(2) The professional conduct of C. D. Waterman regarding said 
F. M. Durrance’s employment in connection with the aforesaid pro- 
ceeding was reprehensible and against the best interest of his client 
and the public, for which his privilege of practicing before this Com- 
mission should be suspended for the period of one year; 
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(3) The conduct of R. B. MacDonald regarding employment of 
said F. M. Durrance was reprehensible; and that he should be cen- 
sured and condemned therefor. 

Therefore, the Commission orders that: 

(A) F. M. Durrance be and he hereby is barred and prohibited, 
directly or indirectly, from practicing or appearing before this 
Commission, acting as counsel, attorney, representative, or agent (of 
record or otherwise), for any person having any official business 
to conduct with this Commission, or aiding or assisting any person in 
the preparation or the prosecution of any matter or proceedings 
before this Commission, or before any regional office or division of 
this Commission; 

(B) C. D. Waterman, for a period of one year from date, be and he 
hereby is barred and prohibited, directly or indirectly, from prac- 
ticing or appearing before this Commission, acting as counsel, 
attorney, representative, or agent (of record or otherwise), for any 
person having any official business to conduct with this Commission, 
or aiding or assisting any person in the preparation or the prosecu- 
tion of any matter or proceedings before this Commission, or before 
any regional office or division of this Commission® ; 

(C) R. B. MacDonald be and he hereby is censured and condemned 
because his conduct in employing said F. M. Durrance was contrary 
to the public interest involved in the management of Moline-Rock 
Island Manufacturing Company, a public utility. 


* Paragraph B of this order was later vacated by order of January 22, 1942. 





IN THE MATTER OF 
ALABAMA POWER COMPANY, LICENSEE 


Determination of Actual Legitimate Original Cost of Project No. 618, 
Alabama 


EP_618 


(Decided October 7, 1941) 
Syllabus 


1. In a determination under section 4 (b) of the Federal Power Act, of 
the actual legitimate original cost of a licensed project, that amount 
of the claimed cost consisting of bonus and additional compensation 
paid employees of the construction company but optional with the 
company and not necessary or representing additional services, was 
disallowed, even though said amount was not suspended in the joint 
report of the staff of the Federal Power Commission and the Ala- 
bama Public Service Commission. Licensee was given ample notice 
that the staff questioned the propriety of this amount by its sus- 
pension in a supplemental accounting report. P. 483. 

. The overhead of the affiliated construction company which cotdtrtitet 
the project in question was disposed of in the same manner as 
Similar overhead of the same construction company in connection 
with the Martin Dam Project of licensee. Opinion of the Commission, 
In the Matter of Alabama Power Company, licensee, Project No. 
349, supra, page 432. P. 483. 

. Studies of the estimated load, cost, and expected revenue of retail 
electric projects are not construction overhead. P. 484. 

. Traveling expenses of supervisory employees disallowed on ground 
that they should have been charged to specific jobs, or operating 
expenses. P. 484. 

. The membership fee in organization to keep watch on legislative matters 
is disallowed as not a construction charge. P. 485. 

. Rent and insurance payments to affiliated subsidiary were allowed 
insofar as they represented actual cost to the affiliate, but any 
profit was disallowed. P. 485. 

. A fee of three percent paid to affiliated construction company was . 
disallowed because of complete absence of arm’s length dealing be- 
tween the licensee and this affiliate during the period involved. Cf. 
In the Matter of Alabama Power Company, Licensee (Mitchell Dam), 
1 FPC 25, 39 and Jn the Matter of Alabama Power Company, Licensee 
(Martin Dam), supra, page 342. P. 486. 

. Six percent simple interest allowed as interest on licensee’s own funds 
used during construction. P. 488. 

. Expenses of selling preferred stock and bonds, claimed as organization 
expense, represents a financing cost and is disallowed because 
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covered by the 6 percent allowed for the use of the licensee’s own 
funds. P. 488. 

0. Taxes paid prior to the beginning of the preliminary development 
period are not part of the project cost. P. 489. 

. Credits for electric energy generated prior to the end of the construc- 
tion period are to be determined by the net amount received by 
licensee from the sale of the energy generated by the project, and not 
by what it would have cost licensee had it been secured from the 
next cheapest source available. P. 490. 

. Operating expenses prior to the end of the construction period were 
allowed as project cost; the amounts expended subsequently were 
disallowed. P. 491. . 

. The cost and expenses for nonproject lands, not necessary for the 
construction of the project, were disallowed; the claimed cost of 
land acquired from an affiliate was disallowed because without 
proof of the actual cost to the affiliate. P. 491. 

. The cost of a parcel of land acquired through a merger and exchange 
of stock held to be based not on the par value of the stock issued 
in exchange where the transaction was not at arm’s-length and the 
stock has no established market value, but on the actual reasonable 
cost, or then market value, of the parcel of land. P. 493. 

. An exorbitant price paid to a state for state owned land was disallowed 
either because the payment was made to buy out potential state com- 
petition, or because licensee neglected to avail himself of the right of 
eminent domain (even against the state), provided in section 21 of 
the Federal Power Act. P. 495. 


-P. W. Turner, Walter Bouldin, W. M. Moloney, W. D. Lavender 
(Martin, Turner & McWhorter) for the licensee. 


D, W. Robinson, Jr., F. R. Bell, Charles M. Goetz and Charles V. 
Shannon for the Commission, 


By THe CoMMISSION : 


This matter involves the determination, under section 4 (b) of 
the Federal Power Act, of the actual legitimate original cost as of 
December 31, 1929, of the Jordan Dam Project No. 618 of the above- 
named licensee. 

The project is located at Lock 18 on the Coosa River in the State 
of Alabama downstream from licensee’s Mitchell Dam Project No. 
82. It was constructed in accordance with plans previously approved 

by us and consists principally of a mass concrete dam, 115 feet high 
* and 2,066 feet long, and a powerhouse with an installed capacity of 
100,000 kilowatts. 

On November 7, 1925, we issued a license for the construction and 
operation of this project to Alabama Power Company, hereinafter 
referred to as licensee. Following completion of construction, 
licensee, on October 1, 1930, filed its initial cost statement claiming 
$13,047,334.50 as the actual legitimate original cost of the project 
as of December 31, 1929. 
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A joint audit of this claim was made by members of our staff and 
the staff of the Alabama Public Service Commission, the results 
being embodied in a joint report’ dated July 27, 1931, which was 
served upon licensee. Thereafter a conference was held between 
representatives of the licensee and members of the staffs of the two 
Commissions. Pursuant to our rules then in force, the disposition 
of certain of the questioned items was agreed upon subject to our 
approval. 

Subsequent to the conference our staff prepared a preliminary ac- 
counting report and an engineering report which were served upon 
licensee. The staff proposed an addition of $175 to licensee’s claim 
thus making the total claimed cost $13,047,509.50. Of that amount, 
$7,561,489.53 was not suspended and the balance, $5,486,019.97 was 
specifically questioned. After service of said reports and licensee’s 
protests thereto, a hearing was held before a trial examiner beginning 
on December 8, 1939, and ending on January 27, 1940. Briefs have 
been filed by counsel for licensee and counsel for the Commission. 


AMOUNTS NOT SUSPENDED—$7,561,489.53 


Of the $7,561,489.53 of claimed cost which was not suspended in the 
joint report, we allow $7,529,698.89 as part of the actual legitimate 
original cost of this project. The balance of $31,790.64 consists of 
direct charges to this project for bonus or additional compensation 
paid to employees of Dixie Construction Co. For the reasons here- 
inafter stated with respect to similar bonus payments included in the 
overhead of Dixie and suspended by overhead exception No. 1, we 
cannot allow said amount of $31,790.64. 

Although the joint report did not suspend the $31,790.64 of bonus 
payments charged directly to this project, licensee was given ample 
notice that the staff questioned their propriety. The supplemental 
accounting report suspended the portion of such bonus payments 
included in the overhead of Dixie and in so doing specifically stated 
that bonus or additional compensation “is not a proper charge to con- 
struction, either directly or indirectly.” There is no dispute that the 
supplemental accounting report, being based upon a subsequent and 
more detailed audit, should control in so far as it conflicts with the 
joint report and the preliminary accounting report. Moreover, the 
evidence introduced in the Martin Dam proceeding with respect to 
similar bonus payments was made a part of this record by incor- 
poration. 

The sum of $31,790.64 representing bonus payments charged di- 
rectly to this project is accordingly disallowed. 
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AMOUNTS DISPOSED OF IN CONFERENCE—$ 426,782.40 


Upon consideration of the record, including the conference between 
representatives of licensee and members of our staff and the staff 
of the Alabama Public Service Commission, we find that the follow- 
ing seven items of claimed cost should be disposed of as indicated 
below: 


Item niet | Allowed | Disallowed 
| _ 


. Miscellaneous nonproject charges | $9, 432. 31 $8, 140. 41 $1, 291. 90 


8. H. Woodward — i eaen 14, 200.00 | 14, 200. 00 

. Dedication expenses sidesueuaed 3, 989. 79 | 3, 989. 79 
Entertainment expenses_-..-.......--- canna 14, 046. 58 | t 14, 046. 58 
Cash discounts ht i Sod 13, 316. 48 | 13, 316. 48 
. Shortage of Dixie Construction Co. employees Scat | 15, 988. 04 | 14, 779. 19 1, 208. 85 
7. Fixed capital not under license | 355, 809. 20 355, 809. 20 pais 


ID some 


426, 782. 40 392, 928. 80 


The amounts disallowed, all of which were waived by licensee, 
require brief comment. The $1,291.90 of miscellaneous nonproject 
charges are not allowable in project cost. Dedication expenses of 
$3,989.79 and entertainment expenses of $14,046.58 are not proper 
project costs. Cash discounts of $18,316.48*should have been de- 
ducted from the claimed project cost and the amount thereof is 
accordingly disallowed. The $1,208.85 disallowed on account of the 
item entitled “Shortage of Dixie Construction Company employees,” 
consists of three items: (1) $936.07, cost of Alabama Power Co. audit; 
(2) $54.20 for stenographic report of shortage; and (3) $218.58, saw- 
mill operations loss. 

Exception No. 1.—Overhead of Dixie Construction Co., $194,- 
440.78.—This exception suspends the $194,440.78 claimed in project 
cost as overhead expense of Dixie Construction Co., an affiliate of 
licensee, which constructed this project pursuant to cost plus con- 
tracts. 

The engineering department of Dixie absorbed its own overhead 
in 1928 and 1929. With that qualification, the $194,440.78 suspended 
by this exception is identical to the Dixie overhead claimed in the 
cost of licensee’s Martin Dam Project. 

Between 1920 and 1929 Dixie engaged in an extensive construction 
program at a recorded cost of $83,918,953.24. Of that amount, 
$81,654,999.29 was charged direct to various jobs, including this 
project. The balance, $2,263,953.95, was considered overhead and, in 
accordance with Dixie’s accounting practice, was distributed yearly 
on the basis of direct charges. 

By that method, $194,440.78 of such overhead was allocated to 
this project and is claimed as part of project cost. To determine 


1 Clarion River Project Co., Licensee, 1 F. P. C. 269, 295. 
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the propriety of such charge, the staff accountant made a detailed 
audit of Dixie’s accounts and prepared a supplemental accounting 
report in which he questioned $576,573.80 of the total $2,263,953.95 
of Dixie’s overhead. The portion questioned is represented by 25 
overhead exceptions. The evidence in this record with respect to 
such exceptions is the same as that contained in the record of the 
Martin Dam proceeding and discussed in our opinion, ante, p. 444. 
The overhead exceptions are therefore to be disposed of in this 
matter as they were in our opinion, ante, p. 444. In so doing, we 
desire to emphasize that the amounts suspended by the overhead 
exceptions are not project charges as such but are items of Dixie 
overhead prorated yearly to this and other projects. 

The disallowances of the following items of Dixie overhead desig- 
nated overhead exceptions Nos. 1 to 25 and other adjustments therein 
result in a reduction of the yearly ratios of overhead to direct costs. 
Applying the revised ratios to the approved direct charges of Dixie 
to this project during the respective years gives $167,250.11, which is 
allowed for Dixie overhead. The balance, $27,190.67, of the $194,- 
440.78, suspended by exception No. 1, is disallowed. 

There is no:cpntroyersy. between licensee and the staff as to the 
disposition of the following overhead exceptions. Upon considera- 


tion of the record, we agree that such items should be disposed of 


as indicated below: 


Overhead exception No. Allowed Disallowed 


Suspended 


2. Land Department—Credit 
3. Design Eng.—Credits 
. Pay roll delivery 
. Depreciation, autos 
. Adding machine 
2. Group life insurance 
%. Automobile insurance 


($237. 50) 

(729. 00) 
44, 681. 76 
331. 04 
250, 00 
50, 168. 94 
65. 00 


($369. 00) 
44, 681. 76 
93. 26 


50, 168. 94 
65. 00 


($237. 50) 
(360. 00) 
237.73 
250. 00 


. Work progress photos . ti 1, 308. 13 
. Undistributed field expenditures : 712. 00 de 
. Bushings. Magella Station aint 50. 00 | 50. 00 
.. Erroneous credit ee i el (24. 00) (24. 00) 
21. Miscellaneous Li had 53. 98 10. 54 
23. Alabama Power Co. salaries ; con deniens 20, 298.71 | 20, 298. 71 


1, 398. 13 














Total. -- : i pagdiwate 117, 019. 06 


116, 373. 34 | 


The overhead exceptions remaining for disposition require brief 
discussion. 

Overhead exception No. 1, Bonus or additional compensation, 
$57,746.75.—Dixie’s employees were paid annual bonuses of 114 per- 
cent to 5 percent of their yearly salaries, depending on the length of 
their employment. The declaration of a bonus in a particular year 
was entirely optional with the company and not a matter of right 
with the employees, to whom no announcement was made in advance. 
Nor were any representations made to new employees concerning 
the bonus. Employees, otherwise eligible, who left the company 
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prior to Christmas, did not receive a pro rata allowance for the por- 
tion of the year they had been employed by the company. It does 
not appear that any additional services were performed in return 
for such payments or that the practice of paying bonuses was re- 
quired in the construction of this project. 

The $57,746.75 of bonus payments included in Dixie overhead is 
accordingly disallowed. 

Overhead exception No. 4—Design engineering January 1920 to 
April 1925, $54,484.16—Overhead exception No. 5—Design engineer- 
ing May 1925 to December 1927, $114,790.13—The items included 
in these overhead exceptions do not represent construction overhead 
and are disallowed. Studies of the estimated cost of developing 
sources of hydro and steam power and load forecast studies should 
have been charged to operating expenses of Alabama Power Co. 
Studies of line capacities, location of condensers and voltage regu- 
lation should have been similarly charged. Preliminary studies of 
hydro and steam stations and miscellaneous charges in connection 
with specific contemplated undertakings should have been charged to 
Account 138, miscellaneous deferred debits. Studies of the estimated 
load, cost and expected revenue of retail electric projects are not 
construction overheads. 

Overhead exception No. 6—Traveling expenses, O. G. Thurlow, 
$8,312.41—Overhead exception No. 7—Traveling expenses, Carl 
James, $3207.49—Overhead exception No. 8—Traveling eapenses, 
other employees, $10,124.01——Expense accounts of O. G. Thurlow, 
then vice president and chief engineer of Dixie, in the amount of 
$8,312.41. are disallowed as construction overhead of Dixie. Mr. 
Thurlow testified that $122.86 and $199.90 of that amount should 
have been charged directly to Mitchell and Martin, respectively. He 
was unable to establish the relationship to this project of the balance 
of $7,989.65. , 

Expense accounts of Carl James, assistant to Thurlow, are also 
disallowed. Licensee agreed that $95.99 of the total of $3,207.49 
should have been charged to Alabama Power Company’s operations. 

Traveling expenses of other supervisory employees in the amount 
of $10,124.01 are disallowed since they should have been charged to 
specific jobs or to operating expenses. 

Overhead exception No. 15—Service emblems to employees, 
$770.85.—The cost of service emblems given to Dixie employees’ in 
recognition of a prescribed term of service is a gratuity from which 
this project received no benefit and it is disallowed as construction 
overhead. 

Overhead exception No. 16—Associated Industries of Alabama, 
$200.—Membership fee in Associated Industries of Alabama, an 
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organization designed to keep “a close watch * * * on legisla- 


tive matters” for its members does not constitute a direct or indirect 
construction charge and it is disallowed.? 

Overhead exception No. 20—Unknown details missing, $103653.— 
Of the miscellaneous items questioned by’ this overhead exception, the 
propriety of $847:03 was established and that amount is allowed. 
We disallow the balance of $189.50 consisting of $152.30, which was 
unsupported by detailed vouchers, and $37.20 of revenue stamps 
which does not represent a construction expense. 

Overhead exception No. 22 (a), Southeastern Realty Co., Rent, 
$149,300.37 —Included in Dixie overhead is $149,300.37 of rent paid 
Southeastern Realty Co., a subsidiary of licensee, for general office 
space in its building in Birmingham. The amount to be allowed is 
not in excess of actual cost to Dixie’s affiliate, which we find to 
be $149,251.53. The balance of $48.84 representing profit was dis- 
allowed. | 

Overhead exception No, 22 (b)—Southeastern Realty Co—Phone, 
$2,118.—Of the $2,118 paid by Dixie to Southeastern Realty Co. 
for private switchboard and interoffice telephone system, we allow 
$2,092.08, which we find as cost, and disallow the balance of $25.92 
as profit. 

Overhead exception No. 22 (c)—Southeastern Realty Co.—Insur- 
ance, $1,283.—The expenses of the insurance division of Southeastern 
Realty Co. were charged to affiliated companies on the basis of 
insurance services rendered. To cover any incidental expenses, 10 
percent was added to such charges. In the absence of any evidence 
that the 10 percent charged to Dixie, amounting to $1,283, repre- 
sented actual cost, it is disallowed. 

Overhead exception No. 24 (a)—Expenses of club, $921.16— 
Overhead exception No, 24 (b)—Printing 50 debentures, $35.—Li- 
censee agreed that the $921.16 expenses of the Alabama Power Co. 
Club, maintained for its employees and those of its affiliates, were 
improperly included in Dixie’s overhead and they are disallowed. 

The $35 cost of printing debentures is provided for in our allow- 
ance of 6 percent interest during construction and is therefore dis- 
allowed as construction overhead. 

Overhead exception No. 25, expenses other than Birmingham 
office, $55,224.88.—The expenses of offices opened by Dixie because of 
expanding business are disallowed as construction overhead to be dis- 
tributed in part to this project. Because of the complete affiliation, 
Dixie was assured of licensee’s business.* 

2Of., Northern States Power Co., Licensee, 1 F. P. C. 597, 601; Northwestern Electric 
Co., et al., ante, p. 372. 

* Cf. Louisville Hydro-Electric Co., Licensee, 1 F. P. C. 130, 140. 
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Engineering charges of Dixie Construction Co., $60,267 .18.—Dur- 
ing 1928 and 1929, the engineering department of Dixie absorbed its 
own overhead, that is, such overhead was distributed on the basis 
of direct salary charges to this and other projects. Based on an 
analysis for one year, the joint report suspended $60,267.18 of such 
overhead on the erroneous assumption that this method was followed 
prior to 1928. Thereafter a complete audit of Dixie’s overhead was 
made by our staff accountant and there is no dispute that the com- 
plete audit should control the disposition of the $60,267.18 questioned 
in the joint report. We accordingly dispose of said amount as 
follows: 

(1) $24,256.04 which was erroneously suspended in the joint report 
is allowed ; 

(2) $12,768.29 which represents charges for ‘power studies, load 
forecasts and other items essentially similar to those suspended by 
Overhead Exception No. 5, supra, is disallowed for the reasons 
stated with respect to said exception. There is no dispute that this 
amount of $12,768.29 should be disposed of in the same way as 
Overhead Exception No. 5; 

(83) $22,691.47 is disposed or by allowing $19,964.48 and disallow- 
ing $2,726.99. The amount disallowed consists of $2.35 which is the 
profit portion of office rental paid licensee’s affiliate, Southeastern 
Realty Co. (Cf. Overhead Exception No. 22 (a), supra), and 
$2,724.64 of expense accounts disallowed for the reasons stated with 
respect to similar expense accounts suspended by Overhead Exception 
Nos. 6, 7 and 8, supra; 

(4) $551.38 is disposed of by allowing $289.88 and disallowing 
$261.50, as to which there is no dispute. 

The $60,267.18 of Dixie engineering charges questioned in the joint 
report is accordingly disposed of by allowing $44,510.40 and 
disallowing $15,756.78. 

Exception No. II—3 percent fee, Diawie Construction Co., §253,- 
743.72.—The fee of Dixie claimed in the cost of this project is identi- 
cal to that claimed and disallowed as not part of the cost of licensee’s 
Mitchell project * and licensee’s Martin project,® except that on Octo- 
ber 1, 1929, licensee and Dixie entered into a new contract providing 
for a 614 percent fee. 

Dixie was organized in 1917 as a wholly-owned subsidiary of 
licensee. On January 1, 1922, licensee transferred Dixie’s stock to 
Winona Coal Co., a subsidiary of Alabama Traction Light & Power 
Co., Ltd., which owned licensee. In November 1924, the Dixie stock 

* Alabama Power Co., Licensee, 1 F. P. C. 35, 89; Alabama Power Co. v. McN inch, et al., 


94 Fed. (2d) 601, 616-618. 
5 Alabama Power Co., Licensee, ante, p. 443. 
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passed to Southeastern Power & Light Company, which then owned 
licensee. 

Throughout the periods here inVolved, there was a complete ab- 
sence of arm’s length dealing between licensee and Dixie. The 
change in the ownership of the Dixie stock, which was noted in the 
Mitchell proceeding, is therefore immaterial. 

The $253,743.72 fee of Dixie claimed in the cost of this project 
is accordingly disallowed. 

Exception No. III, General administrative expense of Alabama 
Power Co., $245,036.54—Ezception No. IV, General administrative 
expense of Alabama Power Co., Land Department, $16,878.22.—Li- 
censee’s claim of $245,036.54 (exception No. IIT) for its general ad- 
ministrative expense is composed of two items: (1) $4,693.95, rep- 
resenting a 3 percent charge on licensee’s direct project charges; and 
(2) $240,342.59, representing a 3 percent charge on a portion of 
Dixie’s direct project charges, overhead and fee. As we stated in 
our Martin Dam opinion, we cannot approve such pyramiding of 
overheads to increase project costs. We accordingly allow the 
$4,693.95, which represents 3 percent of licensee’s direct project 
charges, and disallow the balance of $240,342.59, which is a 3 percent 
charge on Dixie’s charges.® 

The propriety of the $16,878.22 (exception No. IV) claimed in 
project cost for general administrative expense of licensee’s land 
department was established and it is allowed. The overhead of the 
land department was allocated to this and other projects on the basis 
of monthly time estimates by the department manager. 


CONSTRUCTION PERIOD 


Before disposing of the balance of the claimed cost we must 
determine the period to be allowed for capitalization of interest, 
taxes and related charges. 

There is no dispute that active contruction began on November 1, 
1926. We have previously found that the construction period ended 
on December 31, 1928.’ The period from November 1, 1926 to 
December 31, 1928, is accordingly found and allowed as the period 
of active construction. 

There is also no dispute that preliminary investigation and plan- 
ning commenced on October 1, 1925, and ended on October 31, 1926, 
when active construction began. The 13 months from October 1 
1925 to October 31, 1926, are accordingly found and allowed as the 
period of preliminary development. 
* Beginning in February 1928, the charge was changed from 3 percent to 2% percent. 


7 The end of the construction period was fixed by an exchange of letters in July 1932, 
between the Chairman of the Commission and vice president of licensee. 
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Exception No. V, Interest during construction, $755,610.69.—Li- 
censee’s claim of $755,610.69 for interest during construction was 
suspended for determination of the period for which interest is to 
be allowed, the base upon which it is to be computed, the rate or 
rates to be allowed, and the method by which such rates are to be 
applied.® 

Since the funds expended in the construction of this project were 
not earmarked, we must find and allow a reasonable rate of interest 
for the use of licensee’s own funds. Upon consideration of the cost 
of money studies of licensee, the staff analysis thereof, and the cost 
of selling bonds and preferred stock (exception No. VI, infra) we 
find and allow 6 percent simple interest as a reasonable rate for use 
of licensee’s own funds. This accords with our prior decisions.° 

With respect to interest for the preliminary development period 
October 1, 1925 to October 31, 1926, it is assumed that preliminary 
expenditures would be fairly evenly allocated to the 13-month 
period we have allowed. Interest for one-half of said period is 
therefore to be computed on the total approved project expenditures, 
other than interest, incurred prior to October 31, 1926, the end of 
the preliminary period.” 

During the period of active construction, November 1, 1926 to 
December 31, 1928, simple interest at the rate of 6 percent is to be 
computed as of the fifteenth day of each month upon one-half: of 
that month’s approved project expenditures, other than interest, plus 
the accumulated totals of prior approved project expenditures, other 
than interest. 

_Of the $755,610.69 claimed by licensee, we accordingly allow $616,- 
339.78 and disallowed the balance of $139,270.91. 

Exception No. VI, Organization expense, $27,120.71.—This excep- 
tion suspends $27,120.71 of expenses of selling preferred stock and 
bonds claimed in project cost as organization expense. Licensee now 
admits that this item represents a financing cost and was erroneously 
claimed as organization expense. In arriving at 6 percent as a 
reasonable rate of interest for use of licensee’s own funds we con- 
sidered the $27,120.71, suspended by this exception, which is ac- 
cordingly disallowed. 


Exception No. VII, Charges inadequately supported, $15340.11.— 
This exception questioned some 53 items. We allow 48 items aggre- 
gating $7,324.48 which the record shows are proper project charges 
and we disallow two items totaling $321.63 which licensee waived. 


8 Of. Portland General Electric Co., Licensee, 1 F. P. C. 161, 167; Florida Power Corp., 
Licensee, 1 F. P. C. 390, 402; Lexington Water Power Co., Licensee, 1 F. P. C. 430, 437. 

® Chelan Electric Co., Licensee, 1 F. P. C. 91, 98; Louisville Hydro-Electric Co., Licensee, 
1F. P. C. 130, 151. 


” Kanawha Valley Power Co., Licensee, 1 F. P. C. 322, 327; Northern States Power Co., 
Licensee, 1 F, P. C. 329, 347. 
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Three items remain for disposition. The first is‘a commission of 
$5,000 paid Charles A. Dean, a real estate agent, for his services in 
connection with licensee’s purchase of the state lands discussed under 
exception No. XV, infra. The record does not disclose the necessity 
for hiring Mr. Dean. At the hearing licensee contended that his 
employment was justified because it saved the time of licensee’s land 
agent Powell. This contention is not supported by the record, which 
shows that Mr. Powell, not Mr. Dean, actually closed the transac- 
tion. Moreover, licensee failed to establish the nature and extent of 
Mr. Dean’s services. It appears from the record that licensee’s 
president Martin carried on the principal negotiations with the State 
officials. The record further shows that Mr. Dean was employed 
under a rather indefinite verbal arrangement pursuant to which he 
was to receive 5 percent of the purchase price if he was able to 
acquire the state lands. Upon such a record we cannot approve the 
$5,000 claimed by licensee as part of project cost and the same is 
disallowed. 

The remaining two items consist of losses in generation at li- 
censee’s Mitchell project, upstream from Jordan, during the period 
when the gates were closed to regulate the water level at Jordan 
as required by the latter’s construction. The record shows that the 
value of the energy thus lost was $2,694, which amount represents a 
proper project charge and is allowed. 

This exception is accordingly disposed of by allowing $10,018.48 
and disallowing the balance of $5,321.63. 

Exception No. VIII, Tawes, $16 452.92 —Of the taxes suspended 
by this exception, $5,372.25 accrued prior to October 1, 1925, the 
beginning of the preliminary development period found and allowed 
herein. Such taxes do not represent proper project cost and they 
are disallowed."t The balance, $11,080.67, is applicable to the period 
from October 1 to December 31, 1928, and is allowed. 

Exception No. 1X (a), Power used during construction, $83 393.59.— 
A total of 7,600,000 kilowatt-hours of electric energy from licensee’s 
system was used in the construction of this project, for which 
$83,393.59 was originally claimed in project cost. The evidence as 
to this charge is identical to that discussed in our opinion, ante, 
p. 322, with respect to licensee’s Mitchell Dam Project. For the rea- 
sons there stated, we allow licensee’s present claim of $66,819.80 and 
disallow the $16,573.79 balance of its original claim. 

Exception No. IX (b), Energy generated ($85,102.37).—This 
project generated 85,018,000 kilowatt-hours of electric energy prior 
to December 31, 1928, the end of the period allowed herein for capi- 
talization of interest and taxes. In its initial cost statement licensee 
credited project cost with $85,102.37 as the value of such energy. 


4 Alabama Power Co. v. MeNinch, et al., 94 Fed. (2a) 601, 618. 
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At the hearing licensee admitted that the credit should be increased 
to at least. $123,259.97 on the basis of what the energy generated by 
the project would have cost licensee had it been secured from the 
next cheapest source available. In support of the $123,259.97 credit, 
licensee contends that 18,978,000 kilowatt-hours of such energy 
would have been generated at Martin Dam at practically no incre- 
mental cost and hence no credit should be made for the same; that 
64,630,000 kilowatt-hours would have been purchased at Wilson Dam 
at 2 mills per kilowatt-hour, and hence a credit of $129,260 should 
be made therefor; and that 1,410,000 kilowatt-hours would have been 
generated at Gorgas Steam Plant No. 1 at an incremental cost of 
3 mills per kilowatt-hour and hence a credit of $4,230 for the same 
is proper. The gross credit of $133,490 is adjusted by adding thereto 
the $148.40 cost of bringing the Gorgas Steam Plant from cold 
standby to hot reserve and by deducting therefrom the $10,378.43 
cost of operating the project during the period in question. Licen- 

‘see now claims the resulting net credit of $123,259.97. 

The staff objects to both the basis and the amount of licensee’s 
proposed credit and contends that the project should be credited with 
the net amount received by licensee from the sale of the energy 
generated by the project. The record discloses the formula for mak- 
ing such determination which was fully set forth and explained by 
the staff accountant at the hearing. The necessary data for applica- 
tion of the formula was also made part of the record. Applying the 
formula, as was done in the main brief of Commission counsel, the 
gross amount received by licensee from all energy sold during the 
year in question, less expenses of transmission and sale,” is divided 
by the total kilowatt-hours received by licensee’s transmission sys- 
tem.** The average amount received by licensee per kilowatt-hour 
generated, thus derived, is then applied to the 85,018,000 kilowatt- 
hours generated by this project to give a gross credit of $514,664.96. 
From that amount the $10,378.48 cost of generating the power at this 
project is deducted, to give a net credit of $504,286.48. 

Upon a full consideration of the record, including the provisions 
of Account No. 40 of the 1914 I. C. C. Classification of Accounts, it 
appears that the staff’s contentions are correct in principle, based 
upon the construction period agreed upon. We note, however, that 
the proposed gross credit of $514,664.96 exceeds by some $279,000 the 
claimed fixed charges and what are normally expense items charge- 
able to the project during the period September 1, 1928 to December 
31, 1928. If adopted, the method would have the effect of reducing 
the cost of the project by that amount below what it would have been 


12 Expenses of generation are not considered since expenses of operating the project are 
deducted from the credit. 


% ANowanceis'thus made for. transmissién line losses. 
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had September 1, 1928 been fixed as the end of the construction 
period, 

Although it could be argued that since the construction period was 
fixed and agreed to by the Commission and the licensee, whatever 
flows from that agreeemnt should be accepted by the licensee, we 
believe that, under the circumstances here presented, a net credit 
substantially in excess of the expenses during the period should not 
be exacted. 

After considering the record and the factors involved, we find 
that a credit of 4 mills per kilowatt-hour or $340,072 should be 
made. In so doing we note that this is substantially less than the 
revenues estimated to have been received from this energy during the 
determined construction period. Deducting from that amount the 
$10,378.48 generating-expense at the project results in a credit of 
$329,693.52 which we allow. 

Ewception No. X, gift of one month’s pay, $6,460.—Upon comple- I 
tion of the project, Dixie gave 24 of its key employees the equivalent 
of one month’s pay. Such gifts, which total $6,460, are disallowed 
for the reasons stated in our opinion, ante, p. 450 with respect to 
similar gifts claimed in the cost of licensee’s Martin Dam Project. 

Exception No. XI, operating expenses, $18,437.15 —This exception 
questioned some 124 items for adjustment in accordance with the 
construction period to be allowed. December 31, 1928, is found and 
allowed herein as the end of the construction period. $17,890.10 ac- 
crued prior to said date and is allowed. We disallow the balance, 
$547.05, which accrued after said date and which licensee waived. 

Exception No. XII, construction equipment rental, $249,398 80.— 
Equipment used in the construction of this project was rented from 
Dixie -Canstruction Co.,; an affiliate of licensee. The amount to be 
allowed in project cost is not in excess of actual cost of said equip- 
ment to Dixie, which we find to be $206,847.96. We allow that 
amount and disallow the $42,550.84 balance of licensee’s claim which 
we find represente.a-profit to Dixie. 

Exception No. XIII, nonproject lands, etc., $321,382.05 —Of the 
$321,382.05 suspended by this exception we allow $234,408.99 and 
disallow the balance of $86,973.06. The amount disallowed consists 
of four items: (1) $12,450 claimed as cost of Parcels 394, 396, 397, 
398, and 402, which lie wholly outside the project boundaries.“ Li- 
censee failed to show that it was necessary to acquire such lands in 
the construction of this project and their cost is therefore not a 
proper project charge.*® (2) $1,472.31 or $5.32 per acre of acquisition 
expenses applicable to such wholly nonproject lands is also not al- 





% The project boundaries are shown on revised exhibit K to the license, dated June 13, 
1925, and filed by licensee on July 1, 1931. 
% Of., Clarion Rivér:Power Co., Licensee, 1 F. P. C..269, 297. 
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lowable."*— (3) $53,280.75 Claimed as cost of*Parcels 331, 337, 393, 
and 419 acquired by licensee from its affiliate, Alabama Property Co. 
Although put on notice licensee failed to show what said parcels cost 
its affiliate. The amount claimed rhust therefore be disallowed.” 
(4). $19,820 which represents the appraised value of the nonproject 
portion of Parcels 215, 331, 334, 337, 393, 399, 413, and 427, which lie 
partially within and partially outside the project boundary.*  Li- 
censee agrees that this amount should be disallowed. 

Exception No. XIV (a), parcel 13, Wetumpka Power Company, 
$750,000.—Parcel 13, constituting a potential damsite at Lock 15 on 
the Coosa River, was owned by Wetumpka Power Co. The company 
had acquired a water right with respect to said site by filing pro- 
posed plans for its development under Section 6148 of the 1907 Code 
of Alabama. 

In 1912, Alabama Traction Light & Power Co., Ltd., acquired in 
one transaction the $6,000 capital stock of Wetumpka Power Co., as 
well as the stock of Alabama Power Co. and Alabama Power & 
Electric Co. The consideration paid therefor consisted of cash and 
securities having a stated value of $1,650,000 and a then market value 
of $882,500.79 

The Traction Co. later acquired two more companies, Alabama 
Power & Development Co, and Alabama Electric Co., as appears 
more fully hereinafter. 

By a merger agreement of June 18, 1913, the stock of the five 
above companies, all wholly owned by the Traction Co., was sur- 
rendered and $9,975,000 of “new” Alabama Power Co. stock was 
issued in exchange therefor. 

For the $6,000 par value of Wetumpka stock, $750,000 par value of 
“new” Alabama Power Co. stock was issued. In the initial cost 
statement, licensee claimed said amount, $750,000, as the cost to it 
of the Lock 15 site. 

In our opinion, ante, p. 321, we determined $174,834.91 as the actual 
reasonable cost of Lock 15. Pursuant to the directions of the United 
States Court of Appeals for the District of Columbia in Alabama 
Power Co. v. McNinch, et al., 94 Fed. (2d) 601, 616, 622, we found 
and allowed $66,603.78 thereof as part of the cost of licensee’s 
Mitchell Dam Project No. 82.2° The $108,231.13 balance of the cost 
of Lock 15 is accordingly to be allowed herein. 

Of the $750,000 claimed in project cost for Parcel 13, we allow 
$108,231.18 and disallow $641,768.87. 


1° Cf., Lexington Water Power Co., Licensee, 1 F, P. C. 430, 454. 
7? Lexington Water Power Co., Licensee, 1 F. P. C. 430, 435. 

18 Safe Harbor Water Power Corp., Licensee, 1 F. P. C. 230, 244. 
% Cf., Alabama Power Co., Licensee, 1 F. P. C. 25, 84. 

» Alabama Power Co., Licensee, ante, p, 321. 
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Exception No. XIV (b)—Parcels 39 and 216—Alabama Elec. 
Co., $2,000,000.—Alabama Electric Co. was organized under Alabama 
law on October 15, 1908, with an authorized capital stock of $8,500. 
It owned a potential damsite at lock 18, the present site of this 
project, consisting of parcels 39 and 216. It had acquired a water 
right with respect to said site by filing proposed plans for its devel- 
opment under section 6148 of the 1907 Code of Alabama. 

In 1912, approximately one year prior to the 1913 merger, Ala- 
bama Traction Light & Power Co., Ltd., acquired from Henry Horne 
and associates the $8,500 capita] stock of Alabama Electric Co. and 
one of four tracts comprising parcel 9 which forms a part of li- 
censee’s Mitchell Dam Project No, 82. The consideration paid 
therefore consisted of cash and securities having a stated value of 
$182,500 and a then market value of $116,643.80. 

In the Mitchell Dam case we found and allowed one-third of said 
consideration, that is, $38,881.27, as the actual reasonable cost to 
licensee of the tract forming part of parcel 9 in said project.** Our 
action in so doing was expressly affirmed in Alabama Power Co. v. 
McNinch, et al., 94 Fed. (2d) 601, 614. 

The two-thirds balance of said consideration, that is, $77,762.53, 
accordingly represents the actual reasonable cost to licensee of the 
lock 18 lands and rights acquired from the Alabama Electric Co. 
Deducting therefrom the $1,897 appraised value of the nonproject 
portion of parcel 39 leaves $75,865.53, which amount we allow. 

We disallow the $1,924,134.47 balance of licensee’s claim of 
$2,000,000. Said claim represents the par value of “new” Alabama 
Power Co. stock issued in the 1913 merger for the $8,500 of Alabama 
Electric Co. stock. The stock issued in the merger, which was not 
at arm’s-length, had no established market value. Licensee now 
recognizes that the cost of the assets thus acquired was the then 
market value of such assets. However, it introduced no competent 
evidence of such market value and relied on the testimony of its 
witness Moreland who presented a nune pro tune valuation of the 
water rights on a substitute steam plant basis. The inherent defects 
of such testimony, which does not establish market value, are dis- 
cussed in Alabarha Power Co., Licensee, ante, p..320, and need not 
be repeated. 

We accordingly allow $75,865.53 and disallow the $1,924,134.47 
balance of licensee's claim of $2,000,000. 

Exception No. XV—Parcels 338 and 367—State of Alabama, 
$130,377 48.—The State of Alabama owned two parcels of land which 
were located on opposite sides of the Coosa River a mile or two 
upstream from the site of this project. One parcel, owned by the 


*t Alabama Power Co., Licensee, 1 F. P. C, 25, 34. 
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State as trustee for a school district, had been granted to it by an 
early Act of Congress. The other parcel had been acquired and was 
previously used as a convict farm. The $130,377.48 paid for the 
state lands was suspended by exception No. XV for proof of the rea- 
sonableness of the price of approximately $1,000 per acre which ap- 
peared exorbitant by comparison with the average cost of $40 per 
acre of all lands acquired for the project other than the state lands 
and those acquired in the 1913 merger. 

The record shows that the price of $1,000 per acre was fixed by the 
Governor, and there is no evidence in the record that the price rep- 
resented the value of the state lands as land. On the contrary, the 
record shows that such value was not an important factor in the 
transaction. On cross-examination, licensee’s president Martin, who 
carried on the principal negotiations with the State, testified that 
the “Governor very definitely took the position that whether the land 
was worth $25 an acre or $50 an acre was not of interest to him.” 
Mr. Martin“admitted that»he did not know the basis of the’ price 
of $1,000 per acre, which licensee’s land agent Powell described as 
an arbitrary figure. 

However, at the hearing, licensee made several contentions. It 
first. introduced evidence showing that certain citizens and a former 
Governor of the State contemplated the possibility of a public de- 
velopment of the potential damsite represented by the state lands. 
This was desired as a source of power for public buildings and be- 
cause of the beneficial effects upon the regulation of privately owned 
public utilities. Commission counsel then raised the question of 
whether a portion of the $1,000 per acre price was paid by licensee 
to buy out state competition. Licensee thereupon denied that the 
state lands constituted a potential damsite, that the State could have 
developed its lands without an amendment to the State Constitution, 
or that any portion of the price paid represented the purchase of 
good will or the elimination of potential state competition. If, as 
licensee now contends, the state lands did not represent a potential 
damsite which the State could have developed, the evidence intro- 
duced furnishes no support for the price paid. On the other hand. 
if the contrary were true, the provisions of section 14 of the Act 
would preclude us from allowing the portion of the price paid which 
represented the buying out of state competition.?? 

Licensee next contended that there was some question as to its 
right to condemn these lands under State law, although its counsel 
recognized at the hearing that it could have condemned the school 
lands. With respect to said contention, it is to be noted that licensee 


23 Section 14 provides that “* * * net investment shall not include or be affected * * * 
by the license or by good will, going value, or prospective revenues; nor shall the values 
allowed for water rights, rights-of-way, lands, or interest in lands be in excess of the actual 
reasonable cost thereof at the time of acquisition by the licensee * * *,” 
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purchased the state lands in December 1923 and November 1924, 
but it did not apply for a license from this Commission until June 
15, 1925. The license was as essential to the construction of this 
project as ownership of the lands. Moreover, as a licensee the com- 
pany could have availed itself of the right of condemnation under 
section 21 of the Act.** Such right of condemnation may be exercised 
against property owned by the State.** 

Finally, licensee contends that we must allow the price paid for 
the state lands, because licensee, as a matter of policy, did not desire 
to engage in an adversary proceeding against the State. Such an 
argument proves too much. While the decision to purchase the state 
lands at the excessive price of $1,000 per acre was in the discretion 
of management for which we are not at liberty to substitute our judg- 
ment, it does not follow that we must allow the price paid as part 
of project cost. To do so would be to nullify the intent of Congress 
in granting licensees the right of condemnation under section 21 of 
the Act and to ignore the provisions of section 14 which limit our 
allowance to the “actual reasonable cost” of lands and water rights. 

Upon full consideration of the record, we find that $125 per acre 
is the maximum that can be allowed in project cost for the state lands. 
This is the amount considered as the reasonable value of such lands 
by licensee’s land agent Powell who was fully qualified to express 
such an opinion. Licensee having failed to support any greater 
allowance, $13,250 or $125 per acre is found and allowed as the actual 
reasonable cost of parcel 338. From that amount $471.10 is to be 
deducted as the appraised value of the 13.46 acres of 100-foot trans- 
mission line right-of-way subsequently conveyed to licensee as a part 
of this transaction without additional cost. This leaves a net project 
charge of $12,778.90 on account of parcel 338, which is allowed: 
We similarly allow $125 per acre or $4,025 as the actual reasonable 
cost of Parcel 367. 

Of the $130,377.48 suspended by exception No. XV, $16,803.90 is 
allowed and $113,573.58 is disallowed. 


CONCLUSION 


An appropriate order will issue determining the actual legitimate 
original cost of the Jordan Dam project No. 618 in accordance with 
this opinion and prescribing the accounting therefor. 


Letanp Oxps. 
Joun W. Scorr. 
Crypve L. Spavey. 


* Cf. Alabama Power Co. vy. Gulf Power Co., 283 Fed. 606 ; Union Electric Light € Power 
Co. v. Snyder Estate Co., et al., 65 Fed, (2d) 297. 


* State of Missouri vy. Union Electric Light & Power Co., 42 Fed. (2d) 692, 698. 
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CONCURRING AND DISSENTING OPINION 


Draper, CoMMISSIONER, concurring in part and dissenting in part: 


I concur in the opinion of the majority except as to the disallow- 
ances representing amounts paid by the construction company to cer- 
tain of its employees as bonuses and charged directly to the project 
capital accounts, and amounts paid to the State of Alabama for two 
parcels of land within the reservoir area. 

The majority disallows the items of bonus or additional compensa- 
tion on several grounds, following similar action in the case of the 
determination of the cost of the Martin Dam of the Alabama Power 
Co., project No. 349, in which case I registered my dissent from the 
particular disallowance without amplification. I feel, however, that 
some expression should be made on the subject at this time. 

The basis for the disallowance of bonus amounts in the Martin Dam 
case and in this case rests on these arguments: that the declaration 
of a bonus in a particular year was entirely optional with the com- 
pany and not a matter of right with the employees, to whom no 
announcement was made in advance; that no representation of such 
a bonus was made to new employees; that employees otherwise eligi- 
ble who left the company prior to Christmas did not receive a pro 
rata allowance for the portion of the year that they had been em- 
ployed by the company; and that it did not appear that any addi- 
tion] services were performed in return for such payments, or that 
the practice of making such payments was required in such construc- 
tion projects. 

A review of this record does not reveal any indication that the 
bonuses were not extended in good faith. The fact that the employees 
did not receive prior notice or that those serving for less than a 
year did not receive this additional compensation is not conclusive 
evidence that the declaration of a bonus by the company did not 
react beneficially on the expeditious performance of the work and 
the early completion of the job. While the evidence was not suffi- 
cient to convince the majority that extra services were performed, 
or that the payments were required, the evidence is clear that the 
amounts suspended were actually paid to certain employees for serv- 
ices rendered during the construction period and therefore, in my 
opinion, it must follow that the management made said payments 
because it was convinced that additional value therefor was being 
rendered by the recipients. 

Further, the facts in this case show that it was a general policy 
of the company to make bonus payments where a rush job was in- 
volved, such as in this particular project. The men who received the 
bonus were certainly aware of the company’s policy in this regard. 
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Such a policy is followed by many other companies working under 
similar circumstances and desiring to assure loyalty, to better morale 
and to increase efficiency. A 

The cost to employers and to employees of labor turnover in this 
country is appalling, not only in the economic waste in dollars and 
cents, but in its effect on the stability of employment with the at- 
tendent physical and moral results to working men. American em- 
ployers, as a rule, are making an earnest effort to reduce this high 
labor turnover and to inspire the confidence and cooperation of their 
employees. It cannot be denied that the payment of bonuses con- 
tributes greatly to the success of this effort. 

Diligent inquiry has failed to reveal that this question of the 
allowance of bonus payments as a proper charge to fixed capital cost 
accounts has been passed upon by either the Interstate Commerce 
Commission or the Federal Communications Commission, but it is 
significant to note that the System of Accounts promulgated by 
the latter Commission to be effective on January 1, 1942, specifi- 
cally includes “bonus” on a parity with “salaries, wages, commis- 
sions * * * and other remunerations” which are allowable as a 
“principal component of construction cost.” F. C. C. Rules and 
Regulations, Part 35, System of Accounts, section 35.1-3 (c) and 
section 35.02-1. 

It is my belief that a Commission such as ours, and the courts 
themselves, should keep apace with changing economic concepts and 
that any program for employees’ betterment should be encouraged 
rather than penalized. It can be reasonably assumed that anything 
which improves efficiency, reduces costs of construction and produc- 
tion by cutting down labor turnover and increasing individual pro- 
ductivity, will beneficially affect rates to the ultimate consumers of 
the company involved. I therefore feel that these bonuses should 
be allowed as legitimate construction costs. 

With regard to the item representing the amount paid to the State 
of Alabama for two parcels of land within the reservoir area, the 
evidence shows unequivocally that the State demanded and ‘the 
company paid $1,000 per acre for land which was indispensable to the 
project. 

It has always been my position that the best evidence of the actual 
cost of anything is the price which was demanded and paid therefor, 
in the absence of fraud, collusion, ete. And in determining actual 
cost, it is my belief that we should not be concerned with value 
unless there is doubt as to the good faith of the transaction under 
scrutiny or indication of flagrant lack of good business judgment. 
Neither of these two elements is present here. In fact, the evidence 
shows that the company made long-continued efforts to bring about a 

324886—42—Vo!. 2——-35 
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reduction in the price asked, but to no avail, and that the possibility 
of a condemnation suit was carefully weighed and rejected because 
of the inadvisability of undertaking an adversary proceeding against 
the State in which the company was domiciled and under whose laws 
it was doing business. 

According to the evidence, the Governor of Alabama at the time 
of the sale took the position that the lands in question, a portion 
of which consisted of land held in trust for the benefit of the public 
schools of the State, should be evaluated at $1,000 per acre. A so- 
called land value expert some fifteen years after the sale had been 
consummated took the position that the value of the lands at the 
time of the sale was $125 per acre. Upon this evidence, the ma- 
jority reach the conclusion that the latter figure is “the reasonable 
cost thereof at the time of acquisition by the licensee” (quoting the 
language of Section 14 of the Federal Power Act), and then proceed 
to disallow the difference between that estimate and the actual 
amount which was paid into the coffers of the State of Alabama for 
the benefit of the entire people of that sovereign State. There does 
not appear to me to be any more reason for adopting the figure 
of $125 per acre than for adopting the figure of $43 per acre which 
was approximately the average price paid for other lands for the 
same purpose and in the same area as the State lands. 

I feel that the proven actual cost of these lands purchased from 
the State should be allowed as a part of the fixed capital accounts. 


CONCURRING AND DISSENTING OPINION 


MANLy, CoMMISSIONER, concurring in part and dissenting in part: 

I join with Commissioner Draper in the views expressed as to 
bonuses and value of State lands. 

I am also of the opinion that, while the Commission has reached 
a substantially correct decision as to the value of power used during 
construction, I cannot join in the approval expressed as to the cor- 
rectness of the principles applied by the staff in determining the 
amount to be allowed for such power. 


Order determining actual legitimate original cost and prescribing 
accounting therefor 


Alabama Power Company 
(Project No. 618) 


Upon consideration of the matters of record with respect to the 
actual legitimate original cost of the Jordan Dam project No. 618, 
Alabama Power Company, licensee, as of December 31, 1929, and 
having on this date made and entered its opinion in this matter, 
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which is hereby referred to and made a part hereof by reference; 
and 

It appearing to the Commission that: 

(a) The licensee, in its initial cost statement, filed with the Com- 
mission on October 1, 1930, claimed $13,047,334.50 as the actual 
legitimate original cost of this project as of December 31, 1929; 

(6) The licensee recorded $13,173,645.37 on its books of account 
as the cost of this project as of December 31, 1929; the amount 
recorded as cost being $126,310.87 in excess of the $13,047,334.50 
claimed in the initial cost statement; 

(c) The total claimed cost of this project to be considered is 
$13,047,509.50, consisting of the $13,047,334.50 claimed in the initial 
cost statement and an addition of $175 recommended in the staff 
report; 

The Commission finds and determines that: 

(1) The actual legitimate original cost as of December 31, 1929, 
of this project is $9,190,573.19 which is the total of the amounts 
listed in Column (4) under the heading “Allowed” in the tabulation 
hereinafter set forth; and said amount of $9,190,573.19 is allowed; 

(2) The amounts, totaling $3,856,936.31 listed in Column (5) un- 
der the heading “Disallowed” in said tabulation do not constitute 
part of the actual legitimate original cost of this project as of De- 


cember 31, 1929; and said amounts, totaling $3,856,936.31, are 
disallowed ; 

(3) The corrective accounting hereinafter ordered is necessary and 
appropriate under the Federal Power Act to reflect on Licensee’s 
books of account the Commission’s determination of the actual 
legitimate original cost of this project: 
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The Commission orders that: 

(A) The licensee establish and maintain control accounts with 
reference to this project showing a total debit balance in its fixed 
capital accounts beginning with an entry of $9,190,573.19 (being the 
total of the amounts listed in column (4) under the heading “Al- 
lowed” in the above tabulation) as the actual legitimate original 
cost of this project as of December 31, 1929; 

(B) The licensee establish and maintain subsidiary accounts show- 
ing and substantiating all entries in such control accounts and class- 
ifying the total for fixed capital in appropriate detail and in accord- 
ance with the provisions of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees, rev vised to 
December 31, 1936; 

(C) The libenece remove from this project’s accounts and transfer 
to the appropriate Mitchell Dam Project No. 82 electric plant ac- 
counts the amount of $57.21 listed in column (6), under the heading 
“Mitchell Dam” in the above tabulation; 

(D) The licensee remove from this project’s accoynts and transfer 
to the appropriate Martin Dam Project No. 349 electric plant ac- 
counts the amount of $78.22 listed in column (7), under the heading 
“Martin Dam” ‘in the above tabulation; 

(E) The licensee remove from this project’s accounts and transfer 
to the appropriate nonproject electric plant account or accounts the 
amount of $15.81 listed in column (8), under the heading “Non- 
project Electric Plant,” in the above tabulation ; 

(F) The licensee remove from this project’s accounts and transfer 
to Account 110, other physical property, the amounts, totaling 
$36,110.41, listed in column (9) under the heading “Other Physical 
Property” in the above tabulation; 

(G) The licensee remove from this project’s accounts and transfer 
to earned surplus account the amounts, totaling $3,820,674.66, listed 
in column (10) under the heading “Earned Surplus” in the above 
tabulation ; 

(H) The licensee remove from this project’s accounts the amount 
of $126,135.87 (being the $126,310.87 recorded as cost of the project 
as of December 31, 1929, and not claimed by licensee in its initial 
cost statement, reduced by $175 for licensee’s excess elimination 
recommended by the staff to be restored) and transfer said amount 
of $126,135.87 to earned surplus account, except in so far as and 
to the extent that said amount represents part of the cost of some 
physical property of licensee other than this project ; 

(I) Within 60 days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form No. 
76 showing such compliance. 





IN THE MATTER OF 
THE HARTFORD ELECTRIC LIGHT COMPANY 


Rehearing on Order in Proceeding on Order to Show Cause Why 
Respondent Failed to Comply With Order No. 42 and ‘Cemeeeeeet 
Orders Calling for Submission of Cost Data 


(Decided October 21, 1941) 


IT-5560 
Syllabus 


1. On rehearing by the Commission upon an order directing a public 
utility to comply with various orders requiring the filing of informa- 
tion relative to the original cost of electric plant facilities, where the 
basic facts and principles relied upon in the opinion of the Commission 
accompanying the original order with respect to which the rehearing 
was had, were not shaken by the errors assigned nor by the oral 
argument at the rehearing, the question on rehearing was whether 
findings previously made were sufficient to sustain the order. P. 503. 

2. Admissions by respondent’s counsel on rehearing confirm the Commis- 
sion’s previous determination that respondent is engaged in the sale 
of electric energy at wholesale in interstate commerce. The admissions 
were that 

(1) prior to the enactment of Part II of the Federal Power Act in 
1935, respondent, as a member of the Connecticut Valley Power Ex- 
change, furnished and sold at wholesale in interstate commerce large 
quantities of electric energy ; 

(2) the energy generated by respondent is transmitted in the same 
manner, insofar as the physical aspects thereof are concerned, as if it 
were still a member of said Exchange; 

(3) that the fact that electricity generated by respondent is trans. 
mitted from Connecticut to Massachusetts is known to respondent; 

(4) the energy so generated and transmitted is essential to the 
operation of the Exchange; 

(5) the purpose of the entire electric system is to get energy from 
the generator to the point of utilization; and 

(6) part of the energy so generated enters into interstate commerce 
and is consumed in another state. 


The mere fact that outward bound energy passes on to the line of an- 
other company within Connecticut does not rob the entire transaction of 
its interstate character, especially where the electric energy crosses the 
Massachusetts state line almost instantaneously after leaving respond- 
ent’s lines. P. 504. 

8. Section 201 (a) of the Federal Power Act is held to indicate the gen- 
eral policy that the Federal Power Commission shall have jurisdiction 

502 
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over interstate matters and the states shall have jurisdiction over 
intrastate matters respectively. P. 505. 

4, Where an electric utility engages in sales of electric energy going out 
of the state and sales of energy staying within the state, section 
8301 (a) of the Federal Power Act contemplates that the Federal Gov- 
ernment and State governments may each enforce observance of such 
accounting procedures as are requisite to the functions of each. P. 505. 

5. Where, upon the facts, the electric energy generated by respondent is 
transmitted in interstate commerce, and sold for resale in interstate 
commerce, respondent is a public utility within the meaning of the 
Federal Power Act, and all facilities used in such transmission or 
sale come within the jurisdiction of the Commission. P. 506. 

6. Under tie facts found, respondent is a public utility within the meaning 
of the Federal Power Act, by section 301 (a) of the Act, and is sub- 
ject to the accounting orders of the Commission. P. 506. 

Austin D. Barney and EF. Barrett Prettyman for The Hartford 
Electric Light Company. 

Lewis H. Orland, Assistant General Solicitor, and John E. Ben- 
ton, General Solicitor, for the National Association of Railroad and 
Utilities Commissioners appearing amicus curiae. 

William S. Youngman, Jr., and Howard FE. Wahrenbrock for the 
Commission. 


By THE CoMMISSION : 


By opinion and order of the Commission, entered February 25, 
1941, The Hartford Electric Light Co., hereinafter referred to as 
Hartford, was directed to comply with our Order No. 42 and various 
other orders requiring the filing of specific data and information 
relative to the original cost of its electric plant facilities. On March 
25, 1941, Hartford filed its application for rehearing upon said order; 
and by order entered April 1, 1941, we granted a rehearing, and 
stayed the enforcement of the original order. 

The basic facts and principles relied upon in the opinion accom- 
panying the order of February 25, 1941, were not shaken by the 
numerous errors assigned in the application nor by the oral argu- 
ment at the rehearing. On the contrary, the facts admitted by coun- 
sel for Hartford fortified our findings. 

At the outset it must be pointed out that the issues in this pro- 
ceeding are few and simple. The question on rehearing was whether 
the findings we made were sufficient to sustain our order, and we do 
not intend to complicate matters by making the numerous other 
requested findings which are not necessary for the disposition of the 
ease or which are based on legal criteria which we deem fallacious 
and which we rejected in our original opinion. 

A summary of the facts found in our previous opinion discloses 
that Hartford is a Connecticut corporation engaged in the business 
of generating, transmitting, distributing and selling electric energy; 
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that there is a community of interest between Hartford and Con- 
necticut Power Co.; that prior to the enactment of Part II of the 
Federal Power Act in 1935, hereinafter referred to as the Act, Hart- 
ford, as a member of the Connecticut Valley Power Exchange, 
hereinafter referred to as the Exchange, furnished and sold at whole- 
sale in interstate commerce large quantities of electric energy. In 
the argument at the rehearing, counsel for Hartford admitted that 
at this stage Hartford was engaged in interstate commerce within 
the meaning of said Act. 

In 1936, Hartford withdrew from the Exchange, merely transfer- 
ring to the Connecticut Power Co. certain of its facilities, from the 
bushings on the wall of its generating plant to and including its 
substation, and entering into a contract with Connecticut Power Co. 
whereby Hartford disposed of its electric energy as before, except 
that by said contract it sold energy to Connecticut Power Co., 
which in turn resold it to the Exchange. 

At the rehearing, counsel for Hartford conceded that the energy 
generated by it is transmitted in the same manner, insofar as the 
physical aspects thereof are concerned, as if Hartford were stil] a 
member of the Exchange; that the fact of transmission from Connec- 
ticut to Massachusetts of electric energy generated by Hartford is 
known to Hartford; that the energy so generated and transmitted is 
essential to the operation of the Exchange; that the purpose of the 
entire electric system is to get energy from the generator to the point 
of utilization; and that part of the energy so generated enters into 
interstate commerce and is consumed in another State. 

These admissions by respondent’s counsel confirm our determina- 
tion that Hartford is engaged in the sale of electric energy at whole- 
sale in interstate commerce. The mere fact that outward bound 
energy passes on to the lines of another company within Connecticut 
does not rob the entire transaction of its interstate character;+ this 
is self-evident in the case of some of the electric energy here involved 
which crosses the Massachusetts state line almost instantaneously 
after it leaves Hartford. 

We held, on the basis of the facts stated at length in our earlier 
opinion and here summarized, that Hartford was required by sec- 
tions 208 (b) and 301 (a) of the Act to furnish the required data. 
It was conceded at the rehearing that the data requested are in con- 
formity with said sections. Hartford, however, contends that it 
is not subject to said requirements by virtue of section 201 (a) of 
the Act and relies on the following underscored words: 


For a recent case determining that a sale prior to movement across State lines is part 
of interstate commerce and can be regulated by the Federal Government, see United 
States v. Rock Royal Cooperative, Inc., 307 U. 8S. 533. 
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Section 201. (a) It is hereby declared that the business of transmitting and 
selling electric energy for ultimate distribution to the public is affected with a 
public interest, and that Federal regulation of matters relating to generation 
to the extent provided in this Part and the Part next following and of that 
part of such business which consists of the transmission of electric energy in 
interstate commerce and the sale of such energy at wholesale in interstate 
commerce is necessary in the public interest, such Federal regulation, however, 
to extend only to those matters which are not subject to regulation by the 
States. [Italics supplied.] 

For the purposes of this proceeding, we interpret section 201 (a) 
as indicating the general policy that the Federal Power Commission 
shall have jurisdiction over interstate matters and the States shall 
have jurisdiction over intrastate matters respectively. Hartford, of 
course, is engaged in both interstate and intrastate commerce. Where, 
as in this case, there are sales of energy going out of the state and 
sales of energy staying within, both State and Federal accounting 
problems are necessarily involved. Congress took express cognizance 
of such a situation, providing in section 301 (a) of the Federal Power 
Act, which is here invoked,’ that both the Federal and State govern- 
ments may enforce observance of such acounting procedures as are 
requisite to the function of each, the one in the field of interstate, 
the other in the field of intrastate regulation. 

There can be little dispute that the information sought by the 
orders in question here is necessary and proper, if the Commission is 
to carry out the functions delegated to it. Original cost data, for 
instance, have been recognized as being necessary and important for 
statistical, informative and comparative purposes, even if they were 
not useful for other purposes, 

The application of the above to Hartford depends, of course, on 
whether it is a “public utility” within the meaning of the Federal 
Power Act. We have developed this point in our original opinion. 
Upon the facts found, we arrived at the conclusion that the electric 
energy generated by Hartford is transmitted in interstate commerce 


2“Section 301 (a). Every licensee and public utility shall make, keep, and preserve 
for such periods, such accounts, records of cost-accounting procedures, correspondence, 
memoranda, papers, books, and other records as the Commission may by rules and regula- 
tions prescribe as necessary or appropriate for purposes of the administration of this 
Act, including accounts, records, and memoranda of the generation, transmission, distri- 
bution, delivery, or sale of electric energy, the furnishing of services or facilities in con- 
uection therewith, and receipts and expenditures with respect to any of the foregoing: 
Provided, however, That nothing in this Act shall relieve any public utility from keeping 
any accounts, memoranda, or records which such public utility may be required to keep 
by or under authority of the laws of any State. The Commission may prescribe a system 
of accounts to be kept by licensees and public utilities and may classify such licensees 
and public utilities and prescribe a system of accounts for each class. The Commission, 
after notice and opportunity for hearing, may determine by order the accounts in which 
particular outlays and receipts shall be entered, charged, or credited. The burden of 
proof to justify every accounting entry questioned by the Commission shall be on the 
person making, authorizing, or requiring such entry, and the Commission may suspend a 
charge or credit pending submission of satisfactory proof in support thereof.” 

* Interstate Commerce Commission v. Goodrich Transit Company, 224 U. 8. 194. 
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(within the meaning of section 201 (c) of the Act). Upon the facts 
found, we also arrived at the conclusion that Hartford sells the elec- 
tric energy for resale in interstate commerce. Whether the electric 
energy so transmitted or sold is firm or secondary power, whether it 
is transmitted or sold under one type of contract, rather than an- 
other, makes no difference. 

The facilities used in such transmission or sale come within our 
jurisdiction. Section 201 (b) prescribes that the provisions of Parts 
II and III of the Federal Power Act shall apply “to the transmission 
of electric energy in interstate commerce and to the sale of electric 
energy at wholesale in interstate commerce.” It also confers upon 
us jurisdiction over all facilities for such transmission or sale of 
electric energy. The crucial question, then, is whether Hartford 
owns or operates any facilities which are subject to our jurisdiction, 
i. e., facilities used for transmission or sale of electric energy in 
interstate commerce. In accordance with the facts found, which we 
think are amply supported by the record, Hartford does own or 
operate such facilities. It follows, therefore, that it is a “public 
utility” within the meaning of the Act. It also follows, that being 
a “public utility” it is subject to our accounting orders, in accord- 
ance with section 301 (a) of the Act. 

We conclude that the determination and result reached in our 
former opinion in this matter is correct and that Hartford must 
comply with Order No. 42 and the supplemental orders referred to 
in our order to show cause herein. 

An order will be entered accordingly. 

LeLanp O ps. 
Craupe L. Draper. 
Basi, Manty. 
Cryve L. Smavey. 

I concur in the result only. 

Joun W. Scorr. 


Order reaffirming order of February 25, 1941 
The Hartford Electric Light Company 
(Docket No. IT-5560) 


Upon reconsideration of the order of February 25, 1941, in the 
above entitled matter, after rehearing held pursuant to the applica- 
tion for rehearing filed March 25, 1941; upon further consideration 
of the record, briefs, and argument; and upon consideration of the 
oral argument heard by it on rehearing, the Commission, upon the 
facts found and for the reasons set forth in its opinion in this mat- 
ter filed this day and by reference made a part hereof, orders that: 
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(A) The said order of February 25, 1941, is reaffirmed, except as 
to paragraph (2) thereof; 

(B) The stay granted by paragraph (B) of the order of April 1, 
1941, is hereby terminated ; 

(C) The Hartford Electric Light Company shall, within ninety 
days from the date of this order, file with the Commission the data 
and information required by Electric Plant Accounts Instruction 
2—-D of the Uniform System of Accounts and the Commission’s order 
of May 11, 1937. 





IN THE MATTER OF 


PACIFIC POWER AND LIGHT COMPANY AND INLAND 
POWER AND LIGHT COMPANY 


Application for an Order Under Section 203 of the Federal Power Act 
Authorizing and Approving Transfer of all the Property: and Assets 
of Inland Power & Light Company to Pacific Power & Light Company 
(on Remand by United States Circuit Court of Appeals for the Ninth 
Circuit) 

(Decided December 9, 1941) 


IT-5469 
Syllabus 


1. On the elimination, by agreement, of certain matters adversely affecting 
the public interest, the Federal Power Commission granted an appli- 
eation for authorization to transfer all the property and assets 
(including licenses) of Licensee to an affiliated company. P. 509. 

2. Stipulation by the transferee that severance damages will not be in- 
creased if the United States exercises its rights under Section 14 of 
the Federal Power Act to take over the project will eliminate aspects 
of matter adversely affecting the public interest. P. 509. 

3. Debt discount and expense incurred by parent company controlling 
transferee in selling the transferee’s bonds is not to be treated as the 
cost to the transferee of acquiring from said parent company the 
stock of Licensee, but may be charged off by the transferee to earned 
surplus, current income, and the remainder amortized over the re- 
maining life of the bonds. Where reclassification of transferee’s 
accounts and original cost studies of transferee are before the Com- 
mission, a special reserve account should be established on the books 
of the transferee to be used for such purposes as the Commission may 
subsequently approve or direct. P. 510. 

4. The sum disallowed as part of the “actual legitimate original cost” of 
a project may not remain as part of “original cost” of the plant as 
defined in the Commission’s Uniform System of Accounts, but must be 
charged to Earned Surplus prior to consummation of merger. P. 511. 

5. Approval of merger should be conditioned on agreement by successor 
company that it shall succeed to any tort liability of the transferor, 
whether such liabilities have been adjudicated or not. P. 512. 

6. Economies in operating expenses should redound to the benefit of rate 
payers and investors, and, in the absence of adverse factors, are suf- 
ficient to establish that the proposed merger will beneficially affect 
the public interest. P. 512. 


John A. Laing (Laing & Gray), A. J. G. Priest and R. A. Hender- 
son (Reid & Priest), M. O. Leighton for the applicants. 


Howard E. Wahrenbrock for the Commission. 
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By THE CoMMISSION : 

This matter is again before us, after remand by the United States 
Cireuit Court of Appeals for the -Ninth Circuit, on the joint appli- 
cation of Pacific Power & Light Company and_its subsidiary, Inland 
Power & Light Co., filed June 11, 1937, which was supplemented 
September 21, 1940, and amended October 5, 1940. The applicants 
seek an order authorizing and approving the transfer of all the 
property, rights, licenses and assets of Inland Power & Light Co., 
which we shall refer to as Inland, to Pacific Power & Light Co., 
which we shall refer to as Pacific. The proposed transfer includes 
Federal Power Commission licenses for hydro-electric power projects 
designated as projects Nos. 308, 935 and 1447. 

A further hearing was held before an examiner on the joint ap- 
plication, as supplemented, beginning October 9, 1940. On October 
23, 1941, a stipulation signed by counsel for the applicants and counsel 
for the Commission was filed, providing for the incorporation by 
reference of certain parts of the record in the pending proceeding 
In the Matter of Pacific Power & Light Co., Docket No. IT-5611. 

At the second hearing the applicants, by their counsel, ultimately 
indicated their acquiescence in the interpretation of their application 
as seeking, on behalf of Inland, authorization and approval for the 
disposition of Inland’s facilities; and on behalf of Pacific, for the 
merger by Pacific of its facilities, subject to the jurisdiction of this 
Commission, with part of Inland’s facilities. 

From the additional showing made by the. supplemental applica- 
tion, by the testimony and exhibits introduced at the second hearing, 
by the statements of applicants’ counsel, and the stipulation filed, 
it now appears that several aspects of the matter presented for 
decision which would adversely affect the public interest may be 
eliminated and that with their elimination the proposed transaction 
on the facts as now shown presents itself as one affecting the public 
interest beneficially. 

The adverse factors which, if not eliminated would outweigh the 
beneficial effects of the proposed transaction may be noted briefly. 
The transfer to Pacific of the licensed projects might have increased 
the amount of severance damages which the United States would 
have to pay under section 14 of the Federal Power Act if the United 
States exercises its right to take over any of these projects at the 
expiration of the license term. The applicants have indicated their 
willingness to execute a stipulation which will protect the United 
States against such a contingency, and any order approving the 
merger should be conditioned accordingly. 


1 Pacific Power & Light Company, et al. v. Federal Power Commission, 111 Fed. (2d) 
1014. 
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Under the method originally proposed by the applicants to account 
for the transfer, certain debt discount and expense in the amount 
of $977,610.49 would have been permanently capitalized in the ac- 
counts of the Pacific company. That company proposed to estab- 
lish the stock of Inland, which it holds, at an amount of $1,209,612.71 
within Account 111, investment in associated companies. That 
amount is comprised of two sums. The first, $232,002.22, represents 
the cost of that stock to Pacific’s parent company, American Power 
& Light Co., which we shall refer to as American, from whom it was 
acquired by Pacific in 1930. The second, $977,610.49, represents a 
part of a total of $1,576,377.74 debt discount and expense incurred 
by American Power & Light Co. in the sale of Pacific’s bonds. The 
assumption by Pacific of part of the debt discount and expense in- 
curred by American in the sale of Pacific’s bonds was treated by 
Pacific, up to the time of the second hearing in this proceeding, as 
forming part of the consideration paid for a group of assets which 
it acquired from American, which assets included the stock of Inland. 
Initially, the Pacific company failed to recognize the $977,610.49 
as an element of debt discount and expense and proposed to treat 
this amount as an additional cost of the Inland stock. 

American Power & Light Co. owns all of the common stock of 
Pacific and sufficient of its preferred stock to exercise 94.66 percent 
voting control as of July 31, 1940. It is our opinion that the transac- 
tion between such associated companies could not avail to change the 
character of the item of debt discount and expense. 

In the current proceeding on Pacific’s plan of reclassifying its 
accounts in accordance with the Uniform System of Accounts (In the 
Matter of Pacific Power & Light Co., Docket No. IT-5611), Pacific 
rightly proposes to make the necessary adjustments to achieve the 
same result which would have followed if it had originally assumed 
all of the debt discount and expense, amounting to $1,576,377.74, in- 
curred by American in the sale of Pacific’s 25-year bonds dated 
August 1, 1930, and had undertaken the amortization thereof on a 
straight-line basis over the life of the bonds. Pacific proposes to 
write off immediately $656,824.06 of that amount against earned sur- 
plus; to charge $63,055.11 to 1941 income, and to amortize the re- 
maining amount of $856,498.57 over the remaining life of the bonds. 
The company, Pacific, now concedes that the $977,610.49 previously 
referred to is a part of the total of $1,576,377.74 debt discount and 
expense to be disposed of, and that the amount of $232,002.22 is the 
proper amount to be established in Account 111, investments in asso- 
ciated companies, as the cost of the Inland stock. Our order will be 
conditioned accordingly. 

The proposed method of accounting will result in establishing a 
credit of over one million dollars on the books of Pacific, represent- 
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ing the difference between the net assets to be acquired and the ad- 
justed book cost ($232,002.22) of Inland’s stock. The amount of 
the credit originally proposed was $157,503.42, but by subsequent 
testimony the amount has been changed to $1,135,113.91, an increase 
of $977,610.49 originating as heretofore described. This credit re- 
sults from several transactions by which Inland acquired assets from 
affiliates, including some of the assets it now proposes to transfer to 
Pacific, and transferred assets to affiliates, including part of the 
assets which it had so acquired. In certain of these transactions 
with affiliates, Inland disposed of properties for amounts in excess 
of the cost thereof. As indicated above, the result of these transac- 
tions is that the cost of Inland of the net assets to be acquired by 
Pacific is $1,135,113.91 more than the latter’s adjusted book cost of the 
stock of Inland. 

This Commission now has under consideration certain reclassifi- 
cation and original cost studies of Pacific (In the Matter of Pacific 
Power & Light Co., docket No. IT-5611), wherein it would appear 
that amounts at least greatly in excess of $1,135,113.91 have been 
reclassified in the adjustment accounts, Accounts Nos. 100.5 and 107, 
Uniform System of Accounts, resulting from acquisitions by Pacific 
of properties from affiliates and others.? Accordingly, pending an 
opinion by this Commission in the matters of reclassification and dis- 
position involved in docket No. IT-5611, our approval of this pro- 
posed merger must be on the further condition that this excess or 
credit of $1,135,113.91 shall be established on the books of the Pacific 
company in a special reserve account, which reserve shall be used only 
for.such purposes as this Commission may subsequently approve 
or direct. 

With respect to the proposed retention in the fixed capital accounts 
of Pacific upon consummation of the merger of three minor items 
aggregating $131.62 which were disallowed by the Commission as 
._part of the cost of additions and betterments to the licensed hydro- 
electric project No. 308, we cannot accede to applicants’ contention 
that such items which have been disallowed as part of the “actual 
legitimate original cost” of the project under Part I of the Federal 
Power Act may yet remain part of the “original cost” of the plant 
as defined in our Uniform System of Accounts.. We have heretofore 
considered the same contention made by another licensee and our 
decision overruling it* was upheld on review by the Circuit Court 
of Appeals.‘ Irrespective of the triviality of amount, we must, as 
a matter of principle, require that these items be charged off to 
earned surplus prior to the consummation of the merger. 
~ 9 Certain of these adjustment amounts result from transactions with Inland. 


38 Northern States Power Company (Wisconsin), Licensee, ante, p. 165. 
* Northern States Power Company v. Federal Power Commission, 118 Fed. (2d) 141, 144. 
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To avoid any question which might arise under the terms of the 
merger agreement because of its omission to provide expressly that 
Pacific succeeds to any tort liabilities of Inland on consummation 
of the merger, whether such liabilities have been adjudicated or not, 
and in view of the statement of applicants’ counsel that objection 
would not be made to entering into further agreement to make the 
matter certain, we are of the opinion that this should be done and 
our order will be so conditioned. 

The proposed merger will accomplish certain economies in oper- 
ating expenses. Savings in operating expenses, however small, 
should redound ultimately to the benefit of rate payers and investors; 
and in the absence of adverse factors, are sufficient to establish 
that the proposed merger will beneficially affect the public interest 
and should be approved subject to compliance with the conditions 
hereinbefore stated. 

An order will be entered in accordance with this opinion. 


Letanp OLps. 
Craupe L. Draper. 
Basi Manty. 

Joun W. Scort. 
Cryve L. Sravey. 


Order conditionally authorizing and approving disposition and 
merger or consolidation of facilities and transfer of licenses 


Pacific Power & Light Company and Inland Power & Light 
Company 


(Docket No. IT-5469) 


Upon consideration of the joint application in the above-entitled 
proceeding, as supplemented, and the record thereon, the Commission 
having on this date made and entered its opinion in this matter, 
which is hereby referred to and made a part hereof by reference, 
it appears that: 

(a) Written notice of hearing on the application was duly given 
to the Department of Public Service, State of Washington, the Pub- 
lic Utilities Commissioner, State of Oregon, and the Governors of 
each of those States, and notice of the hearing was published in the 
Federal Register. No protest or petition or request to be heard in 
opposition to the granting of the application has been received. 

(6) On June 12, 1937, the Public Utilities Commissioner of the 
State of Oregon and the Department of Public Service of the State 
of Washington, by their orders, authorized the proposed transaction, 
insofar as the laws of said States, respectively, were applicable. 
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In addition to the findings stated in its opinion in this matter, the 
Commission finds as follows: 

(1) Inland Power & Light Company is a corporation organized 
and existing under and by virtue of the laws of the State of Oregon 
and is a wholly-owned subsidiary of Pacific Power & Light Company, 
which is a corporation organized and existing under and by virtue 
of the laws of the State of Maine. 

(2) Each of the Applicants owns or operates facilities, among 
others, for the transmission or sale at wholesale of electric energy 
which is transmitted from one State and consumed at points outside 
thereof by persons other than the transmitter thereof, and each is 
therefore a public utility within the meaning of that term as used in 
section 203 of the Federal Power Act. 

(3) By the proposed transactions for which authorizations are 
sought, Inland will dispose of the whole of its facilities subject to 
the jurisdiction of this Commission, and Pacific will merge or con- 
solidate its facilities subject to the jurisdiction of this Commission 
with those of Inland, and such disnosal and merger or consolidation 
are subject to the requirements of the aforesaid section 203. 

(4) Pacific has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary 
for the operation of the licensed projects proposed to be transferred 
from Inland to Pacific, as required by section 9 (b) of the Federal 
Power Act. 

(5) Consummation of the proposed transactions as hereinafter 
authorized will be consistent with the public interest. 

Upon the findings set forth above and in its opinien in this mat- 
ter, the Commission orders: 

(A) The disposal of facilities by Inland, the merger or consoli- 
dation of facilities by Pacific, and the transfer of licenses for Proj- 
ects Nos. 308, 935, and 1447, as proposed in the joint application 
in the above-entitled proceeding, as supplemented, are authorized and 
approved upon the terms and conditions set forth therein, subject, 
however, to the conditions hereinafter in this order prescribed. 

(B) Prior to the consummation of the proposed transactions, Pa- 
cific shall file with the Commission a stipulation as hereinafter set 
forth, executed upon its behalf by its counsel of record, pursuant 
to express authorization thereunto duly given by its stockholders 
and directors. Three conformed copies of such authorization, duly 
certified by its Secretary, shall simultaneously be filed with the Com- 
mission. Such stipulation shall read as follows: 

Pacific Power & Light Co. agrees that upon consummation of the’ proposed 
transfer to said Pacific Power & Light Co. of all of the properties of Inland 
Power & Light Co., including those certain Federal Power Commission licenses 
324886—43—Vol. 236 
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for Project No. 308, Project No. 1447, and Project No. 935, the Pacific Power 
& Light Co., as the successor or assignee of all rights under such licenses, 
shall be subject to all the conditions of such licenses, and each of them, and 
subject to all the provisions and conditions of the Federal Power Act to the 
same extent as though Pacific Power & Light Co. were the orfginal licensee 
under said licenses, and each of them, and that if the United States shall 
exercise the rights reserved to the United States by Section 14 of the Federal 
Power Act upon or after the expiration of said licenses respectively, to take 
over any project or projects covered by said licenses or any of them, any 
rights of Pacific Power & Light Co., as licensee under said license or licenses, 
to receive payment under said Section 14 for any damage caused by the 
severance of the project or projects from property not taken -by the United 
States, which property is owned and held by Pacific Power & Light Co., and 
is valuable, serviceable in the development, transmission or distribution of 
power, and dependent for its usefulness upon the continuance of said license 
or licenses, shall be the same as if Inland Power & Light Co. were still the 
owner of the properties proposed to be transferred by it to Pacific Power 
& Light Co., as aforesaid, and the United States were taking the project or 
projects from it as licensee, and that any rights of Pacific Power & Light Co. 
to such severance damages shall neither be increased nor decreased by reason 
of the transfer of the project properties or any of them from Inland Power 
& Light Co. to Pacific Power & Light Co. 

(C) The Applicants shall make accounting adjustments and shall ac- 
count for the consummation of the proposed transaction so as to 
bring about the condition which would have resulted if: 

(i) All debt discount and expense incurred in connection with the 
sale of Pacific’s 25-year bonds dated August 1. 1930 (said to have 
amounted to $1,576,377.74), had been assumed by Pacific and set 
up on its books as such and proper amounts thereof charged off 
annually so as to bring about the amortization thereof over the life 
of the bonds on a straight-line basis, and no part thereof had been 
treated as part of the cost to Pacific of Inland’s stock and, 

(ii) The stock of Inland held by Pacific had been carried on its 
books at. the cost thereof to American Power & Light Co. (said to 
have amounted to $232,002.22). 

(D) Pacific shall set up on its books the total original amount 
of the debt discount and expense, referred to in paragraph (C), (i), 
above, and shall write off against earned surplus an amount thereof 
equal to the aggregate of the amounts which would heretofore have 
been charged to income in order to amortize the debt discount and 
expense on a straight-line basis (said to total $656,824.06), charging 
to 1941 income the proper amount for the same purpose (said to 
be $63,055.11), and setting up the remaining unamortized debt dis- 
count and expense (said to be $856,498.57) as such, to be amortized 
over the remaining life of the bonds. 

(E) Pacific shall set up the excess (said to be $1,135,113.91) of 
the cost to Inland of the net assets acquired by Pacific over Pacific’s 
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adjusted book cost of the stock of Inland, referred to in paragraph 
(C), (ii), above, in a special reserve account which shall be applied 
only as this Commission may by its order hereafter approve or direct. 
(F) Prier to the consummation of the proposed transaction, In- 
land shall charge off to earned surplus three items aggregating 
$131.62 disallowed by this Commission as part of the cost of additions 
and betterments to licensed Project No. 308. Such items consist of 
the following, referred to in the Commission’s order of October 25, 
1934, entitled “Approval of Changes in Fixed Capital Accounts of 
Inland Power & Light Co. During Period January 1, 1928 to De- 
cember 31, 1932, inclusive (Project No. 308)”: 
Services of M. O. Leighton 


Fees of American 
Wises OE TE Ti Ae Wisin sdetails cae bce 


Offsetting credit to the last above item 


(G) The merger agreement under which the proposed transactions 
will be consiimmated shall first be duly amended or supplemented 
to make further and express provision that any liability of any 
nature, including any liability ea delicto, on the part of Inland shall 
be assumed by Pacific, whether or not such liability shall have been 
adjudicated at the time of the consummation of the agreement. 

(H) The transfer of the licenses for licensed Projects Nos. 308, 
935, and 1447, shall be effective as of the date of consummation of 
the proposed transactions and shall be subject to the provisions of 
section 8 of the Federal Power Act and section 9.3 of the Commis- 
sion’s Rules of Practice and Regulations. 

(1) The foregoing authorization is without prejudice to the au- 
thority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimates or determinations of 
costs, or any other matter whatsoever which may come before this 
Commission, or such other regulatory body, and nothing in this order 
shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed 
or asserted. 

(J) This authorization shall expire unless acted upon within 90 
days after the entry of this order. 

(K) The applicant shall report with reference to the subject mat- 
ter hereof as required by the Commission’s Rules of Practice and 
Regulations. 





IN THE MATTER OF 
PACIFIC GAS AND ELECTRIC COMPANY 


A Proceeding Under Section 23 (b) of the Federal Power Act Upon 
a Declaration of Intention 


DI-163 
(Decided December 22, 1941) 


Syllabus 


1. In accordance with the requirements of Section 23 (b) of the Federal 
Power Act, declarant, a California corporation, operating as a public 
utility in north and central California, filed with the Commission a 
declaration of intention to construct a dam, tunnel and hydroelectric 
power project, to be known as Pit 5, on the Pit River in Shasta 
County, California. The matter thus presented called for a deter- 
mination whether the interests of interstate or foreign commerce, or 
lands of the United States will be affected by the construction of the 
proposed project. P. 518. 

2. The Pit River, a tributary of the Sacramento River contributing 73 
percent of the flow of the Sacramento below the mouth of the Pit, 
was formerly used for the transportation of logs, cants, cordwood, 
and other timber in substantial quantities from a point upstream 
from the proposed project down to the mouth, and thence down 
the Sacramento. P. 519. 

8. The fact that the development is to be a run-of-river project does not 
prevent it from affecting the interests of interstate or foreign com- 
merce, for other factors may be controlling, such as the physical 
facilities to be built, the stream flow in the Pit and other rivers, 
possible reasonable methods of operation of Pit 5, either singly or 
in conjunction with the system operation of the other power devel- 
opments, its relationship to existing plants, and the comprehensive 
development of the Pit River, the cumulative effects of operation of 
the Pit River plants of the declarant, including the Pit 3 and Pit 4 
developments, and the interests of commerce which may be affected. 
The time-lag occasioned by the passage of the water when released 
from Pit 3 until it reaches Pit 5, which it is claimed would prevent 
simultaneous peaking operation at the Pit 3 and Pit 5 plants, will 
be eliminated when Pit 4 is in operation; and, as a practical matter, 
could be eliminated prior to completion of Pit 4, by integrated opera- 
tion of the Lake Britton reservoir and Pit 4 forebay. The Pit 3, Pit 4, 
and Pit 5 developments are a single unit and will control the flow of 
the river. Pit 3 project was licensed by the Commission as best 
adapted to a comprehensive scheme of improvement and utilization for 
purposes of water power development and other beneficial public ‘uses. 
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The license therefor was later amended, with Commission approval, to 
include the Pit 4 project. The Pit 5 project is likewise an integral 
part of an over-all plan of deyelopment for utilization of the water 
resources of the Pit River. An additional plant, Pit 6, is proposed 
as part of the same comprehensive scheme of development. By 
manipulating the discharge of water through the power plants, the 
declarant may so use the Pit River projects as to make their capacity 
available during hours of peak demand, and thereby the revenues 
derived from the operation of Pit 5 would be $430,000 a year greater 
than if it were operated as a strictly streamflow plant. Pp. 521-524. 

4. In order to effectuate one of the basic purposes of the Federal Power 
Act, namely, to secure, promote, and safeguard development, con- 
servation and utilization of the water resources of the nation, the 
Commission is not limited to the single determination initially made 
concerning the first of a series of power plants in a particular river 
basin, but it has the continuing duty to re-examine the question as 
additional plants are proposed, in the light of existing and proposed 
construction. P. 525. 

. Flood protection, watershed development, recovery of cost of improve- 
ments through utilization of power, as well as regulation of naviga- 
tion, are parts of commerce control. Appalachian Electric Power Co. 
v. United States, 311 U. 8S. 377, 426. P. 525. 

. By reason of the large flow of water coming down the Pit River past 
the Pit 5 development, and the high percentage of the flow which 
the Pit River contributes to the Sacramento River, the Pit River 
must be considered as subject to Federal jurisdiction, for regulation 
of the Pit River is necessary for protection of the Sacramento River, 
one of the important waterways of central California, which is tidal 
to Sacramento and used in interstate and foreign commerce. P. 527. 

. There is no constitutional reason why Congress cannot treat the water- 
sheds as a key to stream control, nor is there any constitutional 
necessity for viewing each project in isolation from a comprehensive 
plan covering the entire basin of a particular river. Oklahoma v. 
Atkinson, 313 U. S. 508. P. 528. 

. Pit 5 plant, in conjunction with Pit 3 and Pit 4, will affect the interests 
of interstate and foreign commerce, including navigation, on the 
Sacramento River. P. 529. 

. While Pit 5 will be located on lands owned by the declarant, its greatest 
value for power purposes will be dependent upon the two upstream 
projects for regulation of the stream flow. Declarant’s license for 
these latter projects is predicated upon occupancy of lands of the 
United States. Declarant will thus derive an additional beneficial 
use from its occupancy of lands of the United States, and Pit 5 
consequently will affect lands of the United States. In principle, 
there will be pro tanto occupancy of such government lands by the 
Pit 5 project. P. 529. 

10. The construction and operation of Pit 5 is within the ambit of Federal 
authority and will require a license, which may be accomplished by 
amending and modifying the license covering the Pit 3 and Pit 4 
plants. P. 529. 


William B. Bosley and Robert H. Gerdes for declarant. 
Edward Hyatt, State Engineer, and Northeutt Ely, Special Coun- 
sel, for the Water Project Authority of California. 
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Ray L. Riley, Commissioner, and Richard Sachse, Commissioner, 
for the Railroad Commission of California. 

Richard Sachse for the Governor of California. 

Wallace H. Walker, Willard W. Gatchell and Joseph E. Hayden 
for the Commission. 


By THE ComMMISSION : 


In accordance with the requirements of section 23 (b) of the Fed- 
eral Power Act? the Pacific Gas and Electric Co. of San Francisco, 
California, hereinafter referred to as declarant, on July 14, 1941, 
filed a declaration of intention to construct a dam, tunnel, and hydro- 
electric power project, to be known as Pit 5, on the Pit River in 
Shasta County, California. An amended declaration of intention 
was filed four days later, but the amendment is unimportant here. 

The proposal calls for a low diversion dam, intake pond, a pres- 
sure tunnel 31,000 feet long and 19 feet in diameter, and a steel 
penstock, constituting a conduit extending from the dam to the power- 
house, and a power plant with four 50,000 horsepower vertical tur- 
bines, each connected with a 40,000 kilovolt-ampere generator, with 
appurtenant facilities. The declarant owns all of the lands on 
which the immediate project facilities will be constructed. It ex- 
pects to complete construction in time to start operation by the 
middle of 1943. 

The declaration states that the project is to provide additional 
electric power for the service of the customers of the company “and 
to meet anticipated increased demands for the power for domestic, 
industrial, and defense purposes in the area served”. The declarant 
is a California corporation operating as a public utility in the 
north and central portions of California, where it supplies almost 
the entire electric requirements. 

A hearing was held before a trial examiner on August 18 to 21, 
1941, to obtain evidence relating to the proposed construction. On 
October 31, 1941, after briefs were filed, the Commission, sitting 
en banc, heard oral argument. 


1 The pertinent part of section 23 (b) reads as follows: 

“* * * Any person, association, corporation, State or municipality intending to 
construct a dam or other project works across, along, over, or in any stream or part theref, 
other than those defined herein as navigable water, and over which Congress has jurisdic- 
tion under its authority to regulate commerce with foreign nations and among the several 
States shall before such construction file declaration of such intention with the Commission, 
whereupon the Commission shall cause immediate investigation of such proposed con- 
struction to be made, and if upon investigation it shall find that the interests of inter- 
state or foreign commerce would be affected by such proposed construction such person, 
association, corporation, State, or municipality shall not construct, maintain, or operate 
such dam or other project works until it shall have applied for and shall have received a 
license under the provisions of this Act. If the Commission shall not so find, and if no 
public lands or reservations are affected, permission is hereby granted to construct such 
dam or other project works in such stream upon compliance with State laws.” 
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STREAMS INVOLVED 





The Pit River is formed near Alturas, in Modoc County, by the 
union of its North and South Forks. From Alturas, it follows a 
generally southwestern course to its junction with the Sacramento. 
From its source to the town of Fall River Mills, the Pit River 
traverses a high mountain plateau, the average elevation of which is 
from 3,500 to 5,000 feet. Between Fall River Mills and its con- 
fluence with the Sacramento, the river cuts through the Cascade 
Range of mountains. The elevation of the river at Fall River Mills 
is about 3,200 feet, and at its confluence with the Sacramento, 92 miles 
downstream, the elevation is slightly in excess of 600 feet. The Pit 
River was formerly used for the transportation of logs, cants, cord 
wood, and other timber in substantial quantities from a point up- 
stream from the proposed Pit 5 power plant down to its mouth and 
thence on the Sacramento River to Redding. 

The principal Sacramento River is formed by the junction, about 
12 miles north of Redding, California, of the Pit River and a much 
smaller stream which, above the confluence, bears the name of the 
Sacramento. From its junction with the Pit, down to Red Bluff, 
the Sacramento flows in a well-defined channel. Between the con- 
fluence and the town of Redding, the latter stream is in a rather 
rough canyon. At that point, it enters the northern plains of the 
valley through which it flows to Red Bluff, about 54.8 miles below 
Redding. Just north of Red Bluff it cuts through a lava canyon 
and enters the valley proper. The town of Red Bluff is located 
approximately 245 miles upstream from the mouth of the Sacramento 
River. 


THE DRAINAGE AREA AND DISCHARGE 


















Out of a total drainage area of 27,100 square miles in the Sacra- 
mento River basin, about 10,400 square miles lie above Red Bluff. 
The drainage area of the Sacramento above its confluence with the 
Pit River is 535 square miles, while the drainage area of the Pit 
River at that point is 6,048 square miles. In 1916, it was reported 
that the extreme flood discharge of the Sacramento at one time 
reached 278,000 second feet at Red Bluff, while the extreme low water 
flow at one time was only about 4,000 second feet. 

Generally speaking, the flow of the Pit River is relatively stable, 
as compared with other California streams. The flow of the Pit at 
Ydalpom, located just above the confluence of the McCloud, is only 
slightly larger than the flow at the Pit 5 project. For the year end- 
ing September 30, 1939, the Pit at Ydalpom had an average flow of 
2,696 second feet for the year, during which time the flow of the 
Sacramento at Red Bluff averaged 5,676 second feet. Thus, the flow 
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of the Pit River at Ydalpom represented about 46 percent of the 
total flow of the Sacramento at Red Bluff. The McCloud River 
enters the Pit from the north about four miles above its mouth and 
is the largest tributary below the Pit 5 project. During the water 
year beginning October 1, 1938 and ending September 30, 1939, not 
an extremely low year, but considerably less than the average flow, 
the Pit River contributed 73 percent of the flow of the Sacramento 
below the mouth of the Pit. During this period approximately 71 
percent of the flow of the Pit at its mouth may be attributed to the 
river upstream from the McCloud, and 29 percent to the McCloud. 
These stream-flow figures give an idea of the relative size of the 
streams involved. 
ISSUES PRESENTED 


The matter before us involves a determination of whether: (a) 
Interests of interstate or foreign commerce, or (b) lands of the 
United States will be affected by the proposed construction of Pit 5. 


PRESENT AND PROPOSED POWER FACILITIES 


The declarant, in addition to power developments on tributaries 
of the Pit River, operates other projects on the Pit River upstream 
from the proposed Pit 5 development, these upper projects being 


designated as Pit 1, Pit 3, and Pit 4. Pit 3 and Pit 4 are under 
license from the Commission as Project No. 233. Water is diverted 
from Fall River to the Pit 1 plant on the Pit River, this plant being 
located some 42 miles upstream from the Pit 5 powerhouse. 

About 15 miles below the Pit 1 powerhouse, there is a dam form- 
ing Lake Britton, a reservoir for the Pit 3 development with about 
8,400 acre-feet of useful storage. Water is diverted at this dam 
through a pressure tunnel 21,000 feet long and 19 feet in diameter 
to the penstocks and Pit 3 powerhouse to serve three generating 
units, each having 27,500 kilovolt-ampere capacity. 

Immediately below the Pit 3 plant is the forebay of the Pit 4 
development, a reservoir having only 1,220 acre-feet of useful capac- 
ity, which at present serves as an afterbay for re-regulation of the 
flow from the Pit 3 plant. Eventually the Pit 4 development will 
have a pressure tunnel 24,000 feet long and 19 feet in diameter lead- 
ing from the reservoir to a powerhouse located a short distance up- 
stream from the Pit 5 diversion dam. 

The maximum hydraulic capacity of the Pit 3, Pit 4, and Pit 5 
pressure tunnels will be the same, namely 3,300 c. f. s., but the head 
developed at each side will differ, Pit 3 developing 315 feet of head; 
Pit 4, 377 feet; and Pit 5, 630 feet of head. 

It is proposed eventually to construct Pit 6 immediately below the 
.Pit 5 development, but no plans have been formulated for its con- 
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‘ 
struction in the near future. It will occupy some lands of the United 
States, but enters into the present consideration of the situation only 
incidentally. -: 

A large multiple-purpose development is being built near Shasta 
on the Sacramento River below the mouth of the Pit River. A short 
distance below the Shasta dam a re-regulating reservoir is being built 
at Keswick, Both of these developments are under construction by 
the United States Bureau of Reclamation as a part of the Central 
Valley project to provide water for irrigation and domestic supply 
and regulation for flood control, salinity control, power development, 
and other purposes, including a navigation channel up to Red Bluff. 

Function of Pit 5 project and declarant’s contention—The declar- 
ant contends that because the Pit 5 development will be a strictly 
run-of-river project it will not affect the interests of interstate com- 
merce, and, therefore, no license is required under the Federal Power 
Act. 

The Pit 5 development is designed to pass the water at the 
rate of flow which reaches its diversion dam up to the maximum 
hydraulic capacity of its tunnel. It will not be equipped to make 
any change in the rate of flow between the point where the water 
enters the diversion pond and the tailrace below the powerhouse. 
That is, any flow below 3,300 second feet entering the diversion pond 
will ordinarily be discharged through the powerhouse at the same 
rate as it enters that pond. The declarant does not assert that the 
Pit 5 development will use the natural unregulated flow of the river, 
but even the statement that it will be a run-of-river plant does not 
entirely settle the question of possible effect upon the interests of 
interstate commerce. 

To determine possible effects which may result from construction 
of Pit 5, we must consider the physical facilities to be built, the 
stream flow in the Pit and other rivers, possible reasonable methods 
of operation of Pit 5 either singly or in conjunction with system 
operation of other power developments, its relationship to existing 
plants and the comprehensive development of the Pit River, the 
cumulative effects of operation of Pit River plants of the declarant, 
and the interests of commerce which may be affected. In these con- 
siderations the Pit 3 and Pit 4 developments play an essential part. 

The declarant is proposing to construct the Pit 5 ahead of Pit 4 
because the tunnel at the latter development, according to the declar- 
ant, cannot be completed as rapidly as at Pit 5, and speed is impera- 
tive to supply electric energy for national defense purposes in the 
area served by the declarant. But whether Pit 4 is built immediately 
after Pit 5, or construction of the remaining parts of that develop- 
ment is delayed indefinitely, Pit 4 is a part of the comprehensive 
development of this section of the Pit River, and has been so 
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regarded by the declarant and the Commission. Until Pit 4 is 
completed, however, water discharged from the Pit 3 power plant 
must travel down the open river for a number of miles below the 
Pit 4 forebay until it reaches the Pit 5 diversion dam. The short 
time-lag which is occasioned by this river journey will be practically 
eliminated when the Pit 4 pressure tunnel is used to convey the 
water to the Pit 4 powerhouse, except for a short stretch of open 
river just below the latter powerhouse and the Pit 5 diversion dam. 

Counsel for the declarant laid stress upon this time-lag occasioned 
by the passage of water from the Pit 3 powerhouse down the natural 
river channel to the Pit 5 intake. This time-lag, it was argued, 
would prevent simultaneous peaking operation at the Pit 3 and the 
Pit 5 plants. We point out, however, that if, prior to completion 
of the Pit 4 pressure tunnel, it is necessary to make allowance for 
the time required to pass the water down the natural river chan- 
nel below the Pit 4 forebay, such time allowance can be made by 
releasing water from the Pit 4 forebay in advance of the release of 
water from the Lake Britton reservoir for peaking operation at the 
Pit 3 plant. In this way, it would be possible to operate the Pit 5 
plant on a peak which coincides in time with the peak operation of 
the Pit 3 plant. The Pit 4 forebay, of course, could be refilled by 
shutting off the discharge from that pond while water was still being 
discharged from the Pit 3 power plant. Furthermore, any such 
time-lag as referred to can be entirely eliminated when the Pit 4 
tunnel and power plant are constructed and in operation. Thus, it 
is demonstrated that as a practical matter the time-lag could be 
eliminated through integrated operation of the Lake Britton reser- 
voir and the Pit 4 forebay. 

A number of physical factors demonstrate that geographically and 
from an engineering standpoint the Pit 3, Pit 4, and Pit 5 develop- 
ments are a single unit. Such projects are a part of an expanding 
comprehensive plan of development. In particular, the size and 
hydraulic capacity of the pressure tunnel and penstocks in each 
development, the hydraulic capacity of the water wheels, the loca- 
tion of the intake pond of Pit 4 and Pit 5 immediately below each 
upstream power plant, and the location of the transmission line con- 
nections for the three developments, as well as other similar physi- 
cal factors, make this conclusion inescapable from factual considera- 
tions alone. These three developments together will be able to con- 
trol the flow of the river, up to 3,300 second feet, the hydraulic 
capacity of the pressure tunnels, from the moment the water enters 
Lake Britton until released from the Pit 5 plant, regulating the dis- 
charge of that flow up to the capacity of the Lake Britton storage 
reservoir and the Pit 4 forebay. 
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When Pit 6 is constructed, the series of plants will embrace four 
plants, Pits 3, 4, 5 and 6, all dependent upon the storage regulation 
provided by the Lake Britton reserVoir, the three lower plants also 
having available the small incidental regulating effect of the Pit 4 
forebay. Sound engineering and system plant operation require con- 
sideration of these four plants as a single unit of development when 
Pit 6 is constructed. Obviously, therefore, during the interim Pit 3, 
Pit 4 and Pit 5 should be considered as integral parts of such develop- 
ment. 

When the Commission authorized a license for the Pit 3 project 
on April 23, 1923, it found that such project would be best adapted 
to a comprehensive scheme of improvement and utilization for the 
purposes of water power development and of other beneficial public 
uses. This finding, however, did not preclude it from making a 
similar finding on January 28, 1926, in authorizing amendment of 
the license for Project No. 233 to include the Pit 4 project. Like- 
wise, we may add, the next logical project for inclusion in an ex- 
panding comprehensive plan is the Pit 5 project which the declarant 
is now proposing to construct. In fact, each project is but an integral 
part of an over-all plan of development for utilization of the water 
resources of the Pit River. 

While this is the logical manner for physical reasons to develop 
this section of the Pit River, there are further economic considera- 
tions justifying this course of action. Some hydroelectric power 
projects are peculiarly well adapted to supply electric energy during 
periods of the greatest demand upon a utility system. We know 
that the demands upon a utility system are not uniform throughout 
any one day, nor are they uniform from day to day or from week 
to week or from month to month. In the declarant’s system the 
peak demand in the past has occurred during the summer irrigating 
season when large quantities of electric energy have been required for 
pumping purposes. Recently, however, there has also been an indus- 
trial peak demand in December due to the increasing development 
of industries in this area. It is necessary for the declarant to sup- 
ply these two seasonal peak demands as well as the daily, weekly and 
monthly peak demands, and capacity must be available on the de- 
clarant’s system for that purpose. By manipulating the discharge 
of water through the power plants, the declarant can so utilize the 
Pit River projects as to make their capacity available during hours 
of peak demand. Operation in this manner will conserve water by 
storing it in the Lake Britton reservoir and utilizing it when it is 
of the greatest value to supply additional capacity during peaking 
periods. 

Some hourly regulation is now obtained by operation of the Pit 4 
reservoir as an afterbay for the Pit 3 power plant. Such hourly 
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regulation, however, is not sufficient alone for peaking operation of 
the Pit 4 or Pit 5 plants. The streamflow regulation necessary for 
peaking operation of the Pit 3 plant is obtained at Lake Britton. 
Such regulation is likewise physically available for peaking opera- 
tion at the Pit 4 and Pit 5 plants, and its use will materially increase 
the value of those plants on the declarant’s system. 

Since the pressure tunnels at the three developments will have the 
same diameter, it will be entirely practicable to utilize releases from 
Lake Britton through each of the power plants at the same rate of 
flow as that at which the water is released. Also, we point out that 
when water is passed through a pressure tunnel which is filled to 
capacity, the rate of outflow must equal the rate of inflow, which 
practically eliminates any effective time-lag so far as concerns simul- 
taneous peaking operation at the Pit 3, Pit 4, and Pit 5 power plants. 

Furthermore, peaking operation of Pit 5 is indicated by undisputed 
testimony that if Pit 5 is operated as a peaking plant, some $430,000 
a year more revenue could be derived than if it should be operated 
as a strictly stream-flow plant, with the natural flow unregulated. 

Not only can additional revenue be derived from operation of the 
Pit 5 plant as a peaking plant, making available to the company 
essential generating capacity which it must have to supply peak 
loads, but there is another factor which binds the Pit 5 project to 
the Pit 3 project, so far as the power output is concerned. The head 
developed at the Pit 3 project is 315 feet and there are three gen- 
erating units installed in that power plant with a combined capacity 
of 82,500 kilovolt-amperes. The Pit 5 development, on the other hand, 
will utilize 630 feet of head and have four generating units with an 
aggregate installed capacity of 160,000 kilovolt-amperes. Thus, the 
head and installed capacity at Pit 5 are practically double that at 
Pit 3, and the water used through the Pit 5 plant gives practically 
twice as much capacity for the declarant’s system as the same flow 
of water used through the Pit 3 plant. This provides the declarant 
with an economic incentive to time the release of storage from Pit 
3 reservoir in such a way as to make Pit 5 capacity available on the 
system peak. 

The general concept of the function of the Pit 5 project is sub- 
stantiated by testimony of one of the witnesses for the declarant 
with regard to the capacity of the Pit 5 plant. He estimated the 
peak capacity of the Pit 5 project as 146,000 kilowatts which, he 
said, would be available to meet the December system peak. He 
said, however, that the estimated dependable capacity will vary and 
will depend upon what water can be obtained from the Pit 3 and Pit 
4 projects. This, he said, may reduce their summer peak capacity 
to 115,000 kilowatts, which can be used to supply the irrigation sea- 
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son peak load. Throughout his testimony there is recognition of the 
inseparable tie between the operation and output of the Pit 3 and 
Pit 4 plants with the operation and‘ output of the Pit 5 plant. 

These basic considerations lead the Commission to conclude that 
the Pit 5 plant, together with Pit 3 and Pit 4 plants, is actually an 
essential part of a comprehensive plan of development of the Pit 
River. It is so designed by the declarant who will integrate the 
operation of the three developments as closely as possible. Since 
the Pit 5 plant will utilize the streamflow regulation provided by 
the Pit 3 and Pit 4 reservoirs, such reservoirs are in effect parts of 
Pit 5. Because of this interrelationship between the three plants, 
the Pit 5 project cannot be considered as an isolated project as urged 
by the declarant. 

It has long been recognized that one of the basic purposes of the 
Federal Power Act is to secure, promote, and safeguard develop- 
ment, conservation, and utilization of the water power resources of 
the nation. The responsibility of the Commission in, this regard is 
not limited to the single determination initially made concerning the 
first of a series of power plants in a particular river basin. Thus, 
there is a continuing duty to re-examine the question as additional 
plats are proposed. Since the Pit 5 plant is the third in a series 
of power developments on the Pit River, the Commission has here 
re-examined the over-all plan of development in the light of existing 
and proposed new construction. 

The jurisdictional question arising under section 23 (b) concerns 
the authority of Congress over the particular stream on which a 
power plant is to be built. The authority of Congress over streams 
cannot be limited to any single element if broader control is neces- 
sary. The Supreme Court stated in the New River decision, Appa- 
lachian Electric Power Co. y. United States, 311 U. S. 377, 426: 

In our view, it cannot properly be said that the Constitutional power of 
the United States oyer its waters is limited to control for navigation. By 
navigation respondent means no more than operation of boats and improve- 
ment of the waterway itself. In truth, the authority of the United States 
is the regulation of commerce on its waters. Navigability, in the sense just 
stated, is but a part of this whole. Flood protection, watershed development, 
recovery of cost of improvements through utilization of power are likewise 
parts of commerce control. 

Thus Congress in the enactment of the Federal Power Act recog- 
nized that the development of streams should be. planned in a com- 
prehensive manner. Now, the Supreme Court has placed its 
imprimatur upon the fundamental concept that the water resources 
of America—the totality of things inherent in and related to proper 
watershed development, are elements of commerce control. 
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Obviously, therefore, the Commission cannot now isolate from the 
series of plants on the Pit River the single part which the declarant 
is proposing to build, nor isolate this important tributary, the Pit 
River, from the Sacramento River basin. Nor can the Commission 
limit the effects from the Pit 3, Pit 4, and Pit 5 developments to the 
immediate area in which they are located. In other words, we can- 
not close our eyes to the fact that the Pit 3, Pit 4, and Pit 5 plants 
are a unit; that the effects which may follow from their operation 
should be considered as a whole rather than as effects from three 
separate parts, and that development of the section of the Pit River 
upon which they are located bears an important relationship to the 
Sacramento River. 


RELEVANCE OF SHASTA PROJECT 


The declarant urged that even if the Commission should find 
that the Pit 5 project could fluctuate the stream flow within wide 
limits, either separately or in conjunction with other plants, any 
such fluctuations would be ironed out when the water entered the 
huge reservoir being created by the construction of the Shasta dam. 
Therefore, it argued, the Shasta project would remove the possibility 
of any impairment to navigable capacity of the Sacramento River 
through operation of the Pit River developments for peaking 
purposes, 

We are of the opinion, however, that the rectifying effects of 
downstream improvements do not preclude Federal jurisdiction 
which would otherwise attach. As owner of riparian lands up- 
stream, the declarant would be protected against encroachment upon 
its riparian rights, without compensation, through construction of 
the Shasta development downstream. Obviously, however, the de- 
clarant can claim no greater rights as riparian owner because of 
the downstream Shasta development. The servitude attaching to 
riparian lands must be determined by consideration of the stream 
in its natural condition rather than in its improved or artificial con- 
dition. United States v. Cress, 243 U. 8. 316. As Circuit Judge 
Parker said in dissenting from the majority in the United States Cir- 
cuit Court of Appeals, Fourth Circuit, in the New River suit, United 
States v. Appalachian Electric Power Company, 107 Fed. (2d) 769, 
808, a corollary of this is that the power of Congress to control stream 
flow of navigable streams is not impaired as the result of construc- 
tion which may render the exercise of the power unnecessary. 


PIT AND SACRAMENTO RIVERS 


By reason of the large flow of water coming down the Pit River 
past the Pit 5 development, and the high percentage of flow which 
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the Pit River contributes to the Sacramento River, the Pit River 
must be considered as subject to Federal jurisdiction. This Federal 
jurisdiction over the Pit River as a°tributary of the Sacramento is 
necessary for protection of the Sacramento River, one of the impor- 
tant waterways of the Central Valley of California. 

The tidal influence extends from the mouth of the Sacramento 
River in San Francisco Bay up to Sacramento. This river has been 
extensively used for navigation not only within the Central Valley 
but in connecting other parts of California and in interstate and 
foreign commerce through bay area ports. Two projects have been 
adopted by Congress for the general improvement of the Sacramento 
River, one project covering the section below Sacramento, and the 
other the section above Sacramento up to Red Bluff. The con- 
trolling depths are 20 feet up to Rio Vista, 13 miles above the mouth; 
thence 10 feet to Sacramento, 46 miles; and above Sacramento the con- 
trolling depths are usually the same as the project depths which are 
from Sacramento to Colusa, 85 miles, 4 feet in low water; thence 
3 feet at low water to Chico Landing, 49 miles, thence such depths 
as practicable to Red Bluff, 52 miles. The river has been navigated 
throughout the year up as far as Colusa, while above that point it is 
difficult to navigate during several weeks of the low water season. 
At one time, however, the river was used up to Red Bluff through- 
out the entire year for regular commerce and was an important 
factor in the transportation problem of northern California. 

Possible effects upon navigable capacity of Sacramento River— 
We come then to an examination of the evidence with respect to the 
possible effects which could obtain in the flow of the Sacramento 
River by peaking operation of the Pit 5 and its. related projects. 
This concerns especially the low water flow in the Sacramento 
River, because during that period variations in the flow of tributary 
streams are most rapidly felt in the main stream and any loss of 
water in the main stream is most serious. 

The average flow of the Sacramento River at Red Bluff for any 
one month during the period from 1917 to 1932 was always in ex- 
cess of 3,000 second-feet, although during this period there were 
times when the flow dropped below 3,000 second-feet. The average 
monthly flows for June, July, August, September, and October dur- 
ing this period were 4,499, 3,694, 3,377, 3,486, and 4,063 second-feet, 
respectively. : 

The record discloses stream flow at the Pit 3 power plant, Pit 4 
site, Big Bend, and Ydalpom on the Pit River and at Red Bluff on 
the Sacramento River, and shows that power plant operation at the 
Pit 3 plant has so fluctuated the Pit River flow as to affect the flow 
of the Sacramento River at Red Bluff. Variations as high as from 
1,500 to 1,700 second-feet are shown to have occurred at Red Bluff 
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due to operation of the Pit 3 project. Changes in flow of this 
magnitude have produced changes of half a foot or more in depth, 
and if occurring during low water periods, would clearly be serious 
so far as concerns maintenance of navigable capacity. Hence, these 
records are most persuasive as to the possibility of transmitting 
stream-flow variations from the Pit 3, Pit 4, and Pit 5 plants down 
to Red Bluff and below. When the Pit 4 and Pit 5 plants are 
operating in addition to Pit 3, the fluctuations in flow started at 
the Pit 3 plant by peaking operation may be transmitted almost 
immediately to a point below the Pit 5 power plant and hence would 
more rapidly reach the Sacramento River at and below Red Bluff. 

When navigation was carried on extensively to Red Bluff, it was 
customary to use boats requiring about 2 feet depth of water for 
their operations, and about 3 feet of depth was desired for wholly 
successful and profitable operation. During the high water season, 
boats drawing 4 feet could be taken to Red Bluff, but the navigation 
up to Red Bluff has always been with fairly shallow draft vessels. 
In view of the fact that it is possible to fluctuate the stage by as much 
as half a foot when the available depth is only 2 feet, or even 3 
feet, such a fluctuation in stage could absolutely prevent use of the 
river by even the shallow draft vessels customarily operating in this 
section. 

Apparently, the declarant would limit Federal jurisdiction to 
control over developments located at an actually navigable place in a 
stream and limit the exercise of control to those measures which 
relate directly to the movement of vessels. Such a limited concept 
of Federal control and jurisdiction over the water resources which 
bind the United States together and furnish a vehicle for important 
commercial intercourse in domestic and foreign trade has been re- 
pudiated by the Supreme Court on numerous occasions. Everyone 
recognizes that there is no constitutional reason why Congress or 
the courts should be blind to the engineering prospects of protecting 
the Nation’s arteries of commerce through control of the watersheds, 
and there is no constitutional reason why Congress cannot treat the 
watersheds as a key to stream control, nor is there any constitutional 
necessity for viewing each project in isolation from a comprehensive 
plan covering the entire basin of a particular river. This is clearly 
pointed out by the Supreme Court in the Denison Dam case. 
Oklahoma v. Atkinson, 313 U. S. 508. 

The principles expressed by the court in the Denison Dam case 
are equally applicable here. Only a small number of power plants 
having capacity equal to the regulating effect of the Pit 3, Pit 4, and 
Pit 5 projects as a single unit would be needed to so control the flow 
of the Sacramento River as to effectively prevent its further use for 
navigation and render valueless the costly navigation improvements 
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which have been made by the United States for the development of 
this entire river basin. 

Under the circumstances hereinabove set forth, we conclude that 
the proposed Pit 5 plant will affect the interests of interstate com- 
merce on the Sacramento River. 


EFFECT UPON GOVERNMENT LANDS 


There are further sound reasons for considering Pits 3, 4, and 5 
as integral parts of a comprehensive development of the water re- 
sources of the region. The license for Pits 3 and 4, the two upstream 
developments, was predicated upon occupancy of lands of the United 
States. While Pit 5 will be located on lands owned by the declarant, 
nevertheless, as we have previously indicated, its greatest value for 
power purposes will be dependent upon the two upstream projects 
for regulation of the stream flow. Thus, by reason of the construc- 
tion of Pit 5 and the close relationship between the physical struc- 
tures and reasonable method of system operation of the three plants, 
the declarant will derive an additional beneficial use from its occu- 
pancy of lands of the United States. Under these circumstances, we 
are unable to find that the proposed construction will not affect Gov- 
ernment lands. In fact, we are convinced that Pit 5 will affect 
lands of the United States and feel constrained to hold that, in prin- 
ciple, there will be a pro tanto occupancy of such lands by said 
project. 

CONCLUSION 


Upon the record in this proceeding it is apparent that construc- 
tion and operation of Pit 5 is within the ambit of Federal authority 
and will require a license. Such authority may readily be obtained 
by amending and modifying the license for Project No. 233 covering 
the Pit 3 and Pit 4 plants. 

Formal findings will be entered in accordance with opinion. 


Letanp Oxps. 
Craupe L. Draper. 
Bastzt MAN ty, 
Joun W. Scorr. 
Crype L. Seaver. 


Determination of Commission 
Pacific Gas and Electric Co. 
(Docket No, DI-163) 


Upon consideration of declaration of intention filed July 14, 1941, 


as amended July 18, 1941, by Pacific Gas and Electric Co. of San 
824886—43—Vol. 237 
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Francisco, California, to construct a dam, tunnel and hydroelectris 
power project, to be known as Pit 5, on the Pit River in Shasta 
County, California, which project is more particularly described 
in the Commission’s opinion in this matter; and 

Upon consideration of the record with regard to such declaration 
of intention, and having on this date made and entered its opinion 
in this matter, which is hereby referred to and made a part hereof 
by reference ; 

The Commission finds that: 

(1) The interests of interstate commerce would be .affected by 
construction of the proposed Pit 5 development; and 

(2) The proposed Pit 5 development will occupy lands of the 
United States. 
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ORDERS IN THE NATURE OF OPINIONS? 


Order further modifying authorization for issuance of license 
Grand River Dam Authority 
(Project No. 1494) 
July 5, 1939 


The Commission having adopted an order on January 27, 1939, authorizing 
the issuance of a license for project No. 1494 to the Grand River Dam Authority, 
and having adopted an order amendatory thereto on April 28, 1939; and 

The Grand River Dam Authority having filed a petition dated June 26, 1939, 
requesting certain further modifications of the aforesaid orders; and 

The Commission, having considered its previous orders and having considered 
said request of June 26, 1939, together with the entire project record, finds that 
the modification herein provided is appropriate and desirable in the premises; 
and 

The Commission orders: 

That paragraph B of the aforesaid order of January 27, 1939, as modified, 
be and it is hereby further modified to read: 

“(B) The license shall contain the usual conditions and provisions for licenses 
for such projects and the following special conditions and provisions: 

“(i) Subject to approval by the Commission, the licensee shall complete ex- 
hibits J, K, L, and M with respect to the location, design and description of 
transmission lines in accordance with the rules and regulations of the Com- 
mission and file the same with the Commission when and as the licensee deter- 
mines upon the location and design of said lines. The licensee shall not com- 
mence construction of any transmission lines until the plans therefor have been 
approved by the Commission; 

“(ii) The licensee shall construct such extensions to the aprons below the 
spillway sections of the dam, or provide such other works for the protection of 
the spillways, as the Commission, on the basis of project operation experience, 
shall determine to be necessary or desirable; 

“(iii) Subject to the provisions of section 13 of the Act, the licensee shall 
commence the construction of the project works on or before April 1, 1939, shall 
thereafter in good faith and with due diligence prosecute such construction, and 
shall complete the same on or before December 31, 1940, including the initial 
installation of four 15,000-kilowatt generating units; and, consistent with the 
purposes of the project, shall thereafter install two additional generating units 
of approximately the same capacity at such time or times as the Commission 


may direct so as to supply adequately the reasonable market demands for 
power ; 


1This appendix contains additional selected orders of the Commission in the nature of 
opinions chosen from the orders issued by the Commission for the period from July 1, 1939 
to December 31, 1941, 
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“(iv) The licensee shall clear and keep clear the bottom and margins of the 
reservoir between elevations 745 and 699 feet above mean sea level and shall 
remove the tops of brush and trees growing at a lower elevation so that they 
shall not extend above said elevation 699; 

“(v) The licensee shall acquire all necessary lands, easements, and rights-of- 
way up to elevation 750; and raise all railroads affected by the project to such 
elevation above elevation 755 as may be necessary to provide for operation of 
the railroads when the reservoir is raised to elevation 755. 

“(vi) The licensee shall be authorized to operate the reservoir in such manner 
as to utilize storage space below elevation 745 for power production purposes but 
not to utilize any storage space above said elevation 745 for power production 
purposes except during periods when the reservoir is being operated for the 
control of floods. The storage capacity between elevations 745 and 755 shall 
be expressly reserved for the control of floods. The licensee shall impound 
flood waters in the storage space between elevations 745 and 755, and release 
flood waters therefrom, when, as, and in the manner directed by the Secretary 
of War, or his authorized representative: provided, that the licensee shall not 
be required to impound any water above elevation 750 until the United States 
has acquired the necessary flowage rights above that elevation; 

“(vii) Subject to the provisions of (B) (vi) above, the operation of the 
project by the licensee, so far as such operation may affect the use, storage, and 
discharge from storage, of waters, shall at all times be subject to the control 
of the Secretary of War under such rules and regulations as he may prescribe 
in the interests of navigation and flood control, and subject to the control of 
the Federal Power Commission under such rules and regulations as it may 
prescribe for the safety of the dam and for the protection of life, health, and 
property.” 


Order dismissing application under section 805 (b) of the Federal Power Act for 
want of jurisdiction 


Arthur F, Davey 
(Docket No. ID- 8S3) 
July 6, 1939 


Upon application of Arthur F. Davey, 400 North 8th Street, Sheboygan, Wis- 
consin, filed March 11, 1939, and amendment thereto filed June 19, 1939, pursuant 
to section 305 (b) of the Federal Power Act for authorization to hold the follow- 
ing positions: Vice president, director, Wisconsin Public Service Corporation, and 
director, Bank of Sheboygan. 

The Commission, having considered said application, upon the information 
therein contained and other information in relation thereto, furnished by the 
applicant, finds: 

(1) That the following position described in the application is not within the 
purview of section 305 (b): Director, Bank of Sheboygan. 

(2) That said application does not show that applicant holds two or more po- 
sitions, requiring authorization, within the purview of section 305 (b) ; 

And the Commission orders: 

That the said application be and it is hereby dismissed. 
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Order authorizing amendment of license (major) 
Inland Power & Light:Company 
(Project No. 1447) 
July 6, 1939 


Upon application filed February 10, 1939, by Inland Power & Light Company, 
licensee for project No. 1447, for amendment of license to provide for a supple- 
mental map; and 

It appearing to the Commission that: 

(a) The facilities licensed as project No. 1447 include a 22,000-volt transmis- 
sion line 1.9 miles long and extending from the project powerhouse to a junction 
with the transmission line of Pacific Power & Light Company for which no map 
has been filed; 

(b) The aforesaid supplemental map showing such transmission line was filed 
pursuant to the request of the Commission dated December 29, 1938 ; 

The Commission, having considered the application and project record, finds: 

(1) That the supplemental map, designated as supplemental exhibit J-K (FPC 
No. 1447-4), conforms to the rules and regulations of the Commission ; 

(2) That the amendment to provide for the supplemental map will not alter 
any of the basic facts upon which the license was issued nor constitute such an 
alteration thereof as to require public notice; and 

The Commission orders; 

That the license for project No. 1447 be amended to provide for supplemental 
exhibit J-K (FPC No. 1447-4), which is hereby approved as part thereof. 


Order authorizing amendment of license (transmission line) 


Pacific Gas and Electric Company 
(Project No. 1258) 
July 6, 1939 


Upon application filed May 21, 1936, by Pacific Gas and Electric Company, 
licensee for project No. 1258, to provide for the construction, operation, and 
maintenance of portions of a transmission line affecting lands of the United 
States within the Plumas National Forest, Plumas County, California; and 

It appearing to the Commission that: 

(a) The line is a 2,300-volt type extending from a point on the Veramont- 
Las Plumas transmission line in sec. 17, T. 25 N., R. 8 E., in a general north- 
westerly direction approximately 4,950 feet to the Vergilia mine in sec. 18, T. 
25 N., R. 8 E., Mt. Diablo base and meridian, occupying a right-of-way 30 feet 
wide across lands of the United States within the Plumas National Forest for a 
distance of 0.286 mile in the BE. % of the BE. % of sec. 18; 

(b) The entire construction of the line was to occur in July 1936, after the 
licensee had been advised by the Commission that prelicense construction at 
licensee’s risk would not prejudice consideration by the Commission of an appli- 
eation for license therefor ; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision of the 
Plumas National Forest, has recommended favorable action on the application; 
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(d) The amount of reasonable annual charges for the purpose of reimbursing 
the United States for the costs of administration of Part I of the Federal 
Power Act has not heretofore been fixed by the Commission. 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which the Plumas National Forest was 
created or acquired, nor will it alter any of the basic facts upon which the 
license was issued, nor require public notice; 

(2) That under the circumstances, the amount of annual charges now fixed 
in the license is too low, and, therefore, unreasonable, but the amount of annual 
eharges hereinafter fixed to be paid by the licensee under the amended license 
for the purpose of reimbursing the United States for the costs of administration 
of Part I of the Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands, is reasonable; 

(3) That the map in one sheet designated in the application as exhibit J 
and exhibit K (FPC No. 1258-16), conforms to the rules and regulations of 
the Commission; and 

The Commission orders: 

(A) That the license be amended as of July 1, 1936, to provide for the inclu- 
sion therein of the parts of the aforesaid transmission line affecting the lands 
of the United States involved; 

(B) That the amount of annual charges specified in the license as $5 per 
annum shall continue under the license as amended through December 31, 1938, 
and from January 1, 1939, shall be fixed at $5 for the purpose of reimbursing 
the United States for the costs of administration of Part I of the Act, and at 
$6.19 for the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands; 

(C) That the map specified in finding (3) above be and it hereby is approved 
as part of the license as amended. 


Order approving disposition of facilities under section 208 of the Federal 
Power Act 


Northern Pennsylvania Power Company and Metropolitan Edison Company 
(Docket No. IT-5000) 
July 6, 1939 


Upon reconsideration of the joint application of Northern Pennsylvania Power 
Company and Metropolitan Edison Company under section 203 of the Federal 
Power Act for approval of the disposition and sale of the franchises and 
property of Northern Pennsylvania Power Company to Metropolitan Edison 
Company; 

It appearing to the Commission that: 

(a) On November 20, 1936, the Commission issued an order approving the 
joint application of the Northern Pennsylvania Power Company and Metro- 
politan Edison Company for the disposition and sale of the franchises and 
property of the former to the latter company subject to the terms and condi- 
tions contained in said order, which provided, inter alia, that the applicants 
submit to the Commission for approval (1) a properly executed agreement 
setting forth the proposed plan of sale in accordance with the mandates of 
the order of November 20, 1936, and (2) the bookkeeping entries by which the 
transfer of the assets and liabilities would be effected ; 
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(b) The conditions of the order of November 20, 1936, not having been 
complied with, the Commission, on May 24, 1938, directed the applicants to 
show cause why the said order should not be annulled and vacated; whereupon, 
the applicants filed a response dated July 14, 1938, incorporating therein a 
copy of an agreement purporting to obligate the applicants to effect the sale 
in the manner prescribed by and in accordance with the mandates of the order 
of November 20, 1936, and requested formal approval thereof by the Com- 
mission ; 

(c) The applicants, however, had appeared before the Public Service Com- 
mission of the Commonwealth of Pennsylvania seeking the approval of that 
Commission for the disposition and sale of the franchises and property of 
Northern Pennsylvania Power Company to Metropolitan Edison Company, and 
in support of a petition ‘for rehearing dated April 2, 1937, presented certain 
proposals supported by oral and documentary evidence relative to (1) the 
coordination and integration of the properties of the applicants, (2) the plan 
of transfer of the assets and liabilities of Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Company, and (3) the methods of operation to 
be employed subsequent to the consummation of the sale, which proposals were 
at variance with the terms and proposals submitted to this Commission upon 
which the order of November 20, 1936, was predicated, and consequently, at 
variance with the terms and proposals set forth in the agreement of July 14, 
1938, submitted as a part of the response to the Order to Show Cause; the 
Pennsylvania Public Service Commission denied the application; the Supreme 
Court of Pennsylvania, on January 26, 1939, directed the Pennsylvania Public 
Service Commission to approve the sale; 

(d) On February 14, 1939, the Commission suspended its order of November 
20, 1936, and directed that further hearings be held to determine whether the 
aforesaid changed conditions and supervening facts were such as would warrant 
the revocation or modification of its conditional approval of the disposition 
and sale of the franchises and property of Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Company; the hearing having been had, oral and 
documentary evidence having been presented, and upon consideration of the 
entire record, including the statements and exhibits submitted ; 

The Commission finds: 

(1) That Metropolitan Edison Company and Northern Pennsylvania Power 
Company own and operate facilities for the transmission and sale of electric 
energy in interstate commerce and are public utilities subject to the provisions 
of the Federal Power Act; 

(2) That the proposed disposition and sale of the franchises and property of 
Northern Pennsylvania Power Company to the Metropolitan Edison Company 
includes the disposition and sale of the facilities subject to the jurisdiction of 
this Commission ; 

(3) That the proposed disposition and sale of such facilities will not adversely 
affect the interests of consumers ; 

(4) That such disposition and sale will enable Metropolitan Edison Company 
to refinance the funded debt against the present Northern Pennsylvania Power 
Company properties at substantially greater savings than can be effected should 
the Northern Pennsylvania Power Company refund its debt without merging with 
Metropolitan Edison Company; : 

(5) That the method of transfer of the assets and liabilities of Northern Penn- 
sylvania Power Company to Métropolitan Edison Company, now before the Com- 
mission for consideration, as evidenced by the pro forma consolidated balance 
sheet of December 31, 1938, is substantially in accordance with the proposed plan 
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of merger presented to the Pentisylvania Public Utility Commission, which was 
ordered to be approved by the Pennsylvania Supreme Court; 

(6) That the facts, conditions, and circumstances concerning coordination and 
integration of the properties of the applicants, and the proposed methods of 
operation subsequent to the consummation of the sale are not such as would 
warrant a reversal of the Commission’s prior finding that the aforesaid disposition 
and sale is consistent with the public interest ; 

(7) That the proposed disposition and sale of facilities subject to the jurisdic- 
tion of the Commission is consistent with the public interest ; 

Therefore, the Commission orders: 

(A) That the joint application of the Northern Pennsylvania Power Company 
and Metropolitan Edison Company for approval of the disposition And sale of the 
franchises and property of the former to the latter company be, and the same is 
hereby approved insofar as said disposition and sale relates to the facilities 
within the jurisdiction of this Commission, subject, however, to the following 
terms and conditions: 

(1) Metropolitan Edison Company shall not make any payment of cash or its 
equivalent for the property of Northern Pennsylvania Power Company, but shall 
acquire the assets and assume the liabilities of ‘the latter company and account 
for the transaction in the manner set forth in the pro forma consolidated balance 
sheet dated December 31, 1938, subject only to such adjustments as are necessary 
to record the current business from December 31, 1938 to the date of the merger ; 

(2) The difference between the assets and liabilities and reserves recorded as 
authorized immediately above shall be credited to a capital surplus account or 
the common capital stock account of the Metropolitan Edison Company ; 

(3) The disposition and sale of the facilities of Northern Pennsylvania to 
Metropolitan Edison Company shall be effected in the manner aforesaid within 
sixty (60) days from the date of this order; otherwise the approval of me 
Commission as set forth herein shall be null and void; 

(4) Within ten (10) days after the consummation of the sale, Metropolitan 
Edison Company shall file a certificate with the Commission showing the transfer 
to have been completed in complianee with the foregoing ; 

(B) That the foregoing findings and order are without prejudice to the author- 
ity of this Commission or any other regulatory body with respect to rates, esti- 
mates, or determinations of costs, valuations, services, accounts, or any other 
matter whatsoever which may come before this Commission or such other regu- 
latory body; and nothing in this order shall be construed as an acquiescence by 
this Commission in any estimates or determinations of costs or valuation of 
property claimed or asserted with respect to any of the facilities covered by 
these applications; 

(C) That the motion of the applicants to vacate the order of February 14, 1939, 


is hereby denied and the order of November 20, 1936, is hereby vacated and set 
aside. 


Order modifying authorization for issuance of license (transmission line) 
The Montana Power Company 
(Project No. 1441) 


July 11, 1939 


Upon request received February 23, 1939, on behalf of The Montana Power 
Company, of Butte, Montana, prospective licensee for project No. 1441, for modi- 
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fication of the Commission order of November 8, 1938, authorizing the issuance 
of license therefor ; and 

It appearing to the Commission that: ~ 

(a) The requested modification, as hereinafter specified, concerns the special 
license condition stated in paragraph (B) (5) of the aforesaid order of November 
8, 1938; 

(b) The Acting Secretary for the Secretary of Agriculture, at whose instance 
the aforesaid special condition was imposed, has recommended that the modifica- 
tion be made as hereinafter specified; 

The Commission, having considered the request and all pertinent data, finds: 

That the modification of the aforesaid order as hereinafter provided is appro- 
priate under the circumstances; and 

The Commission orders: 

That paragraph (B) (5) of the aforesaid order of November 8, 1238, author- 
izing the issuance of license for project No. 1441 be and it is hereby modified to 
read: 

“Applicant shall furnish as a minimum a single phase, 60-cycle, 115-230-volt 
service for electric light, power, and appliances, to individuals now located or 
hereafter residing on the Malta homesteads project area, at the rate prescribed 
by, and in compliance with, the rules and regulations of the Montana Public 
Service Commission with respect to such service.” 


Order denying petition for a declaratory determination disclaiming jurisdiction 


Connecticut River Power Company, Bellows Falls Hydro-Electric Corporation, 
and New England Power Company 


(Docket No. IT-5552) 
July 17, 1939 


Upon the petition filed June 10, 1939, amendment No. 1 thereto filed June 28, 
1939, and amendment No. 2 thereto filed July 7, 1939, by the Connecticut River 
Power Company, referred to as the Connecticut Company, a New Hampshire cor- 
poration, Bellows Falls Hydro-Electric Corporation, referred to as the Bellows 
Falls Company, a Vermont corporation, and New England Power Company, 
referred to as the New England Company, a Massachusetts corporation (all of 
the said corporations being hereinafter referred to as petitioners), requesting a 
declaratory determination by this Commission disclaiming jurisdiction over cer- 
tain proposed transactions therein described ; 

It appearing therefrom that: 

(a) Each of the petitioners is a public utility within the meaning of that term 
as used in the Federal Power Act; : 

(bv) All of the petitioners are subsidiaries of a holding company designated on 
the records of the Securities and Exchange Commission as the New England 
Power Association, and none of them has been granted a general exemption 
under the Public Utility Holding Company Act of 1935; 

(c) The Connecticut Company proposes to sell certain of its electric facilities, 
which include facilities subject to the jurisdiction of this Commission, and the 
Bellows Falls Company proposes to sell all of its electric facilities, including all 
of its facilities subject to the jurisdiction of this Commission, to the New Eng- 
land Company, and the latter proposes to purchase all of said facilities and to 
give in consideration therefor cash or cash and common steck of the New Eng- 
land Company; 
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(d) The New England Company proposes to issue its bonds and common stock 
for the consummation of the aforesaid purchase ; 

(e) The Connecticut Company and the Bellows Falls Company are, with 
respect to the aforesaid dispositions of facilitfes by them, respectively, subject to 
the requirements of section 12 (f) of the Public Utility Holding Company Act of 
1935 and rule U-12F-1 of the general rules and regulations under the Public 
Utility Holding Company Act of 1935, prescribed by the Securities and Exchange 
Commission ; 

(f) The acquisitions by the New England Company of the aforesaid facilities 
are proposed to be consummated pursuant to express authorizations by the 
Massachusetts Department of Public Utilities and are regarded by the petitioners 
as exempted from the requirements of section 9 (a) of the Public Utility Holding 
Company Act of 1935 by section 9(b) (1) of that act: 

(g) The aforesaid issues of bonds and common stock are proposed to be made 
pursuant to approvals by the Massachusetts Department of Public Utilities, and 
to the extent required by the laws of New Hampshire and Vermont, by the New 
Hampshire Public Service Commission and the Vermont Public Service Commis- 
sion; an application has been filed with the Securities and Exchange Commis- 
‘sion pursuant to section 6 (b) of the Public Utility Holding Company Act of 1935 
for the exemption of such issues from the requirements of section 6 (a) of the 
said act as being issues of securities by a subsidiary of a registered holding 
company solely for the purpose of financing the business of such subsidiary 
company, and expressly authorized by the state commission of the state in which 
such subsidiary is organized and doing business; and if exempted under said 
section 6 (b), the petitioners will be exempt from the requirements of section 
204 (a) of the Federal Power Act by the provisions of section 204 (f) of that Act, 
or if not so exempted, then the petitioners will be exempt from the requirements 
of section 204 (a) of the Federal Power Act by section 318 thereof; 

(h) The facilities proposed to be sold by the Bellows Falls Company include 
a hydroelectric generating plant located on or near the Connecticut River at or 
near Bellows Falls; the Bellows Falls Company was originally chartered for the 
improvement of navigation on the Connecticut River by the construction and 
operation of navigation improvements at and near said site and for many years 
appears to have maintained and operated navigation improvements at or near said 
site and to have collected tolls for the use of such improvements; 

(i) The Connecticut River was used for many years for the transportation of 
persons and property in interstate and foreign commerce from a point some 
distance above the Bellows Falls site to its mouth, is a navigtable water of the 
United States and is a stream over which Congress has jurisdiction under its 
authority to regulate commerce with foreign nations and among the several 
States; and the aforesaid plan may affect the interests of interstate and foreign 
commerce and may alter or modify the course, condition, or capacity of navigable 
waters of the United States; 

(j) The dam of the said plant may have been constructed or reconstructed in 
violation of section 9 of the Rivers and Harbors Act of 1899; the said plant may 
creaie an obstruction to the navigable capacity of water of the United States 
in violation of section 10 of said act; the operation and maintenance of said plant 
‘ may constitute a violation of section 23 (b) of the Federal Power ‘Act; and an 
order requiring the licensing of said plant under the Federal Power Act or other- 
wise pertaining to the construction, operation, maintenance, sale or acquisition 
thereof, may be appropriate or expedient in the public interest to conserve and 
utilize the navigation and water power resources of the region ; 





APPENDIX—ORDERS 541 


The Commission, having considered the said petition, as amended, and the 
statements of fact therein made, finds: 

(1) This Commission’s consideration of the aforesaid petition, as amended, 
and action thereon as provided herein, is appropriate to carry out the provisions 
of the Federal Power Act; 

(2) Each of the aforesaid proposed acquisitions of facilities by the New Eng- 
land Company will constitute a merger or consolidation of its facilities which are 
subject to the jurisdiction of this Commission with facilities of another person, 
within the meaning and subject to the requirements of section 203(a) of the 
Federal Power Act, and the said New England Company is not relieved from such 
requirements by any other statutory provision if it is exempt from the require- 
ments of section 9{a) of the Public Utility Holding Company Act of 1935 by the 
provisions of section 9(b)(1) of the latter act; and 

(3) The facts shown by the petition and the matters appearing under para- 
graphs (h), (i), and (j) above indicate that this Commission may have jurisdic- 
tion with respect to the construction, maintenance, operation, acquisition, trans- 
fer or licensing of the hydroelectric project of the Bellows Falls Company which 
is located at or near Bellows Falls on the Connecticut River ; 

(4) The facts shown by and in support of the petition herein are insufficient 
to enable this Commission to grant said petition; 

The Commission orders: 

That the said petition for a determination disclaiming jurisdiction with respect 
to all of the above referred to transactions is denied. 


Determination of status 
New Jersey Power & Light Company and Jersey Central Power & Light Company 
(Docket No. IT-5518) 
July 18, 1939 


It appearing to the Commission that: 

(a) On June 7, 1938, the Commission issued its show cause order directing 
New Jersey Power & Light Company to submit in writing, under oath, detailed 
information concerning its reported acquisition of 341,350 shares of the common 
stock of Jersey Central Power & Light Company in apparent violation of section 
208(a) of the Federal Power Act, and to show cause if any there be, why 
the Commission should not proceed to enforce the provisions of the Federal 
Power Act; that New Jersey Power & Light Company made due return to the 
show cause order, denying that Jersey Central Power & Light Company was a 
public utility as defined by the Federal Power Act, and asserting that no 
approval of the Federal Power Commission was required by law in the acquisition 
by respondent, New Jersey Power & Light Company, of the 341,350 shares of 
common capital stock of Jersey Central Power & Light Company; that respond- 
ent, by acquiring such stock had not violated section 203(a) or any other 
provisions of the Federal Power Act; 

(b) The Commission, on July 5, 1938, instituted an investigation to determine 
all facts, conditions, practices, and matters relating to the transaction whereby 
the respondent, New Jersey Power & Light Company, on March 14, 1938, acquired 
$41,350 shares of the common capital stock of Jersey Central Power & Light Com- 
Pany, and assigned all such matters for public hearing on August 29, 1938, te 
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determine whether the acquisition by New Jersey Power & Light Company of 
certain shares of the common capital stock of Jersey Central Power & Light 
«Company, on March 14, 1938, constituted the purchase, acquisition, or taking 
by a public utility of any security of any other public utility within the meaning 
of section 203(a) of the Federal Power Act, as well as all facts pertaining to 
any other issue raised by the order to show cause theretofore issued and the 
return thereto by New Jersey Power & Light Company ; 

(c) Hearing upon the matters specified in the order of the Commission under 
date of July 5, 1938, was duly postponed to September 27, 1938; public hearing 
began on September 27, 1938, and was concluded on October 10, 1988; New Jersey 
Power & Light Company, respondent, appeared by counsel and Jersey Central 
Power & Light Company appeared as intervener and was represented by counsel; 
respondent and intervener were given full opportunity to be heard, to present 
evidence and testimony, to cross-examine witnesses, and submit briefs in support 
of their various contentions ; 

(d) The Commission having carefully reviewed all testimony and evidence 
adduced at the hearing on the matters and issues presented in this cause, and 
having carefully considered the briefs filed by the respondent, the intervener, and 
counsel for-the Commission ; 

The Commission finds: 

(1) That Jersey Central Power & Light Company owns and operates trans- 
mission facilities extending from its substation adjacent to its generating plant 
in South Amboy, New Jersey, to the south bank of the Raritan River where such 
transmission facilities are joined to the transmission facilities of Public Service 
Electric and Gas Company; that such transmission facilities of Public Service 
Electric and Gas Company extend from the south bank of the Raritan River 
in said State to Mechanic Street substation of the Public Service Electric and 
Gas Company located at Perth Amboy, New Jersey; that such transmission 
facilities of the above-named companies are utilized for the transmission of 
electric energy in both directions between Mechanic Street substation and the 
substation of Jersey Central Power & Light Company adjacent to its generating 
plant in South Amboy; that such transmission facilities at Mechanic Street sub- 
station are connected directly and at all times with a common bus bar in the 
Mechanic Street substation ; that normally electric energy passes over such trans- 
mission facilities daily in both directions between the points specified ; 

(2) That Public Service Electric and Gas Company owns transmission facili- 
ties extending eastwardly from Mechanic Street substation to the mid-channel 
of Kill Van Kul, a navigable body of water separating the State of New Jersey 
from Staten Island, New York; that such transmission facilities are joined at 
the mid-channel of Kill Van Kul with transmission facilities of Staten Island 
Edison Corporation, which facilities extend from the point of connection to 
Atlantic substation of the Staten Island Edison Corporation located on Staten 
Island in the State of New York; that such transmission facilities of Public 
Service Electric and Gas Company and Staten Island Edison Corporation are 
attached to the same common bus bar at Mechanic Street substation to which is 
attached the transmission facilities of Jersey Central Power & Light Company 
and Public Service Electric and Gas Company, extending from Mechanic Street 
substation to South Amboy, New Jersey; that normally electric energy is trans- 
mitted daily in both directions over the transmission facilities of Public Service 
Electric and Gas Company and Staten Island Edisoén Corporation between 
Atlantic substation and Mechanic Street substation; that the transmission facili- 
ties described provide a direct and interconnected line for the flow of electric 
energy between the substation of Jersey Central Power & Light Company located 
adjacent to its generating plant in South Amboy and Atlantic substation of 
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Staten Island Edison Corporation on Staten Island in the State of New York, 
via Mechanic Street substation, and electric energy was transmitted over such 
transmission facilities between such points via Mechanic Street substation on 
numerous occasions during certain days.and almost daily throughout 1936, 1937, 
and to September 1938; that there is no evidence or testimony of any change in 
such operations during this period-or subsequent thereto; that electric energy 
transmitted over facilities extending from the substation adjacent to the gen- 
erating plant of Jersey Central Power & Light Company in South Amboy, New 
Jersey, to Atlantic substation, on Staten Island, in the State of New York, via 
Mechanic Street substation, is generated in the State of New Jersey and con- 
sumed in the State of New York; that electric energy transmitted from Atlantic 
Street substation to the substation of Jersey Central Power & Light Company in 
South Amboy, New Jersey, via Mechanic Street substation, is generated in the 
State of New York and consumed in the State of New Jersey; 

(3) That the transmission facilities owned and operated by Jersey Central 
Power & Light Company extending from its substation adjacent to its generating 
plant in South Amboy, New Jersey, to the south bank of the Raritan River in 
said state are transmission facilities utilized for the transmission of electric 
energy in interstate commerce, and therefore, Jersey Central Power & Light 
Company is a public utility within the meaning of the Federal Power Act; 

(4) That New Jersey Power & Light Company owns and operates facilities 
for the transmission of electric energy in interstate commerce ; 

(5) That the acquisition of 341,350 shares of the common capital stock of 
Jersey Central Power & Light Company by New Jersey Power & Light Company 
was the acquisition by a public utility of the securities of another public utility 
within the meaning of section 203(a) of the Federal Power Act; that New 
Jersey Power & Light Company, having acquired such securities without first 
having secured an order of the Commission authorizing it to do so, has ae- 
quired such securities in violation of the express provisions of section 203(a) 
of the Federal Power Act. 


Order rescinding authorization of amendment of license and dismissing applica- 
tion for amendment of license 
Pacific Gas and Electric Company 
(Project No. 1318) 


July 18, 19389 

















Upon application filed October 8, 1939, by Pacific Gas and Electric Company, 
licensee for project No. 1318, for amendment of license to eliminate from the 
project a portion of a road; and 

It appearing to the Commission that: 

(a) By order adopted January .10, 1939, the Commission authorized amend- 
ment of license for project No. 1318 to provide for the elimination from the 
project of a portion of a certain road; 

(b) On May 38, 1989, drafts of the amendment of license were mailed to 
licensee for acceptance ; 

(c) On June 20, 1939, the licensee returned the drafts of amendment un- 
accepted and filed an application for permission to withdraw its application for 
amendment of license for the reason that the Board of Supervisors of Calaveras 
County, California, decided against taking over and assuming responsibility 
for maintaining the road, as previously contemplated ; 
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The Commission orders: 

(A) That the authorization of amendment of license for project No. 1318, 
dated January 10, 1939, be and it hereby is rescinded ; 

(B) That the application for amendment of license for project No. 1318 be 
and it hereby is dismissed. 


Order modifying authorization for issuance of license (transmission line) 


Pacific Gas and Electric Company 
(Project No. 1450) 
July 18, 1939 


Upon request received May 15, 1939, from the Pacific Gas and Electric Company, 
prospective licensee for project No. 1450, for modification of the Commission's 
order of June 14, 1938, authorizing the issuance of license therefor ; and 

It appearing to the Commission that: 

The modification is proposed to effect a similarity with the order of March 
14, 1939, authorizing the amendment of license for the similar project No. 1295 of 
the same company; 

The Commission, having considered the request and all data pertaining thereto, 
finds: 

That the modification as hereinafter provided is appropriate under the circum- 
stances; and : 

The Commission orders: 

(A) That finding (6) of the aforesaid order of June 14, 1938, be modified to 
read : 

“(6) The Secretary of the Interior has recommended that, if a license is issued 
to the applicant, it should contain a provision prohibiting the utilization of the line 
for the transmission of power developed at the Hetch Hetchy project of the city 
and county of San Francisco, California ;” 

(B) That paragraph (B) of the aforesaid order of June 14, 1938, be modified to 
read: 

“(B) The license shall contain the usual conditions and provisions for licenses 
for transmission lines upon such lands and the following special provision: The 
transmission line covered by this license shall not be utilized for the transmission 
of electric energy developed at the Hetch Hetchy project of the City and County 
of San Francisco, California, and disposed of in violation of section 6 of the Raker 
Act or any injunction in full force and effect restraining such disposition, and the 
licensee shall so operate said line as to prevent its utilization for the transmission 
of such electric energy.” 


Order authorizing issuance of license (major) 
Vincent Soboleff, Trustee for Hidden Falls Lumber Mills 
(Project No. 1502) 


July 18, 1939 


Upon application filed July 20, 1988, and later amended, by Vincent Soboleff, 
of Angoon, Alaska, trustee for Hidden Falls Lumber Mills, of Hidden Falls, 
Alaska, for license for a constructed major project at the outlet of Hidden Falls 
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Lake’ on an unnamed stream which flows into Kasnyka Bay, Baranoff Island, 
Chatham Straits, Alaska, affecting lands of the United States within the Tongass 
National Forest; and a 

It appearing to the Commission that: 

(a) The project consists of a low, masonry dam, approximately 52 feet long, a 
flume from the dam to a penstock 122 feet long, a penstock, and two pipe lines from 
the penstock to four water-wheels at the Hidden Falls Lumber Mills; 

(b) The project, which was originally licensed for a period terminating on 
March 15, 1988, as project No. 833, by the Commission to John R. Maurstad, prin- 
cipal owner of Hidden Falls Lumber Mills, was assigned along with other prop- 
erties by the owners to creditors, who appointed applicant as their trustee ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Tongass 
National Forest, has recommended that a license be issued for the project as here- 
inafter provided ; 

(d) The Assistant Secretary for the Secretary of Commerce has reported that 
there is no need for fish protection at the project site; 

The Commission, having considered the application as amended and the record 
thereon, finds: 

(1) That the applicant is a citizen of the United States, and has submitted 
satisfactory evidence of compliance with all applicable territorial laws insofar as 
necessary to effect the purposes of a license for the project; 

(2) That no other application for a similar project or in conflict with the present 
application is before the Commission ; 

(3) That the project does not affect any Government dam or navigable water of 
the United States ; 

(4) That notice of the application has been duly published and no protests or 
objections thereto have been received ; 

(5) That the issuance of a license, as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which the Tongass National Forest was 
created or acquired, nor will it affect the development of any water resources for 
public purposes which should be undertaken by the United States itself; 

(6) That under the circumstances, the project is best adapted to a comprehen- 
sive plan for the improvement and utilization of water power development and for 
other beneficial public uses, including recreational purposes ; 

(7) That the installed power capacity of the project is 440 horsepower and the 
energy generated thereby is used for sawmill purposes; 

(8) That the amount of annual charges to be paid by the applicant for the pur- 
pose of reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands within the project area, is reasonable as hereinafter fixed and 
epecified ; 

(9) That the map and specifications designated in the records for project No. 
833 as exhibit H (FPC No. 833-1), and G, respectively, suffice for the purposes of 
a new license for the project; and 

The Commission orders: 

(A) That a license be issued to the applicant for the operation and maintenance 
of the project for a period of ten (10) years, effective March 16, 1938, subject to 
the provisions of the Act and to the rules. and regulations of the Commission 
thereunder ; 

(B) That the license shall contain the usual provisions and conditions for 
licenses for such projects, and the following special provision : 

“In the event a license for a more complete development of the stream on which 


the project is located is granted to another licensee, the licensee herein agrees to 
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surrender this license at such time as the licensee for such development guaran- 
tees to furnish the licensee herein, free of charge, for the remaining period of the 
license, 440 continuous electrical horsepower or such part thereof and at such 
time as may be needed.” 

(C) That subject to the provisions of section 10(e) of the Act, the licensee 
shall pay to the United States for the purpose of reimbursing it for the costs of 
administration of Part I of the Act, $20.00; and for the purpose of recompensing 
it for the use, occupancy, and enjoyment of its lands, $40.00; 

(D) That the map and specifications specified in finding (9) above be and they 
hereby are approved as part of the license. 


Order authorizing issuance of limited certificate of public convenience and 
necessity 


Louisiana-Nevada Transit Company 
(Docket No. G—122) 
July 18, 1939 


Upon application of Louisiana-Nevada Transit Company, a Nevada corpora- 
tion, filed on January 12, 1939, for a certificate of public convenience and neces- 
sity, pursuant to section 7 (c) of the Natural Gas Act, to authorize the construc- 
tion and operation of a natural-gas pipe line from the Cotton Valley field, Webster, 
Parish, Louisiana, to Okay, Howard County, Arkansas; and, 

It appearing to the Commission that: 

(a) Said applicant seeks a certificate of public convenience and necessity 
authorizing the construction and operation of facilities for the transportation of 
natural gas from a point in the Cotton Valley field, Webster Parish, Louisiana, 
to a point near Okay, Howard County, Arkansas, to a market in which natural 
gas is already being served by another natural-gas company ; 

(b) Pursuant to Commission requests dated January 24, 1989, February 9, 
1939, and February 15, 1939, the applicant furnished certain additional and sup- 
plemental information with regard to the proposed facilities; 

(c) On February 17, 1939, the Commission granted the petition from Arkansas 
Louisiana Gas Company to intervene and become a party to the proceedings on 
said application ; 

(d) On February 8, 1939, the Commission, by order, set the above-entitled 
matter for public hearing, notice whereof was given to all interested persons; 
said hearing was held beginning February 23, 1939, and concluding March 8, 
1939, and all interested persons who desired to be heard were given an oppor- 
tunity to appear and be heard; at the conclusion of said hearing, the applicant 
and the intervener were given the opportunity to and they did file main briefs 
and reply briefs herein ; 

(e) Althought the proposal of applicant is limited to a small percentage of the 
territory served by intervener, the applicant can economically furnish natural 
gas to the territory involved in its application at a wholesale rate lower than 
the present charges of intervener for equivalent service, indicating that the 
rates now charged by intervener may be in excess of reasonable; 

(f) Applicant has stated that, if granted a certificate of public convenience 
and necessity, it will at all times construet such main pipe line, branches and 
laterals as may be necessary and essential for the public convenience and neces- 
sity in the area proposed to be served by it; 
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The Commission, having considered the application filed herein, the supple- 
mental and additional information with regard thereto furnished by the appli- 
cant, the petition to intervene filed by the Arkansas Louisiana Gas Company, 
the record made by the parties both by the filing of documents and at the public 
hearing held hereon, the exhibits introduced and made a part of the record at 
said public hearing, the briefs filed by the parties and having due regard for the 
provisions of the Natural Gas Act, finds: 

(1) That applicant is a corporation organized under the laws of the State of 
Nevada, is authorized to do business in the States of Arkansas and Louisiana, 
is authorized to produce, purchase, transport and sell natural gas, as well as 
engage generally in the oil and gas business, hence it is qualified to construct 
and operate the facilities for the transportation of natural gas for which a 
certificate is sought ; 

(2) That applicant seeks a certificate to authorize the construction and 
operation of an 85-inch natural-gas pipe line which will extend approximately 75 
miles from a source of supply located in the Cotton Valley field, Webster Parish, 
Louisiana, to a point located at Okay, Howard County, Arkansas, and exten- 
sions from said line to the city of Hope, Arkansas, for a distance of approxi- 
mately 12 miles; applicant proposes to serve from said pipe line two industrial 
customers, the Ideal Cement Company located at Okay, Arkansas, the Hope Brick 
Works located at Hope, Arkansas, and also to furnish natural gas for boiler fuel 
to the Hope Water and Light Plant, owned by the city of Hope, Arkansas; all 
three of said proposed customers are presently being served with natural gas 
by the Arkansas Louisiana Gas Company, the intervener herein; 

(3) That the Arkansas Louisiana Gas Company is a corporation organized 
under the laws of Delaware, is authorized to do business in the states of Louisi- 
ana, Arkansas, and Texas, is an integrated company producing, purchasing, 
transporting and selling natural gas (a) directly from its main line, (b) for 
resale for ultimate public consumption for domestic, commercial and industrial 
uses, and (c) through local distribution plants for domestic, commercial and 
industrial consumption; among its other operations, said company is engaged 
in the transportation of natural gas from sources of supply in the State of 
Louisiana to points of sale within the State of Arkansas and in the sale for resale 
in the State of Arkansas of natural gas produced in and transported from the 
State of Louisiana, and is a natural-gas company within the meaning of the 
Natural Gas Act; 

(4) That applicant proposes to obtain its supply of natural gas from the 
Cotton Valley field, in Webster Parish, Louisiana, which has a productive area 
of approximately 13,000 acres, and an estimated gas reserve as of January 1, 
1939, of 1,221,489,116,760 cubic feet; applicant has entered into a contract, for a 
period of 10 years, with the Oliphant Oil Corporation, which corporation has 
an estimated 1,425 acres within the gas-producing area of the field, and an 
estimated gas reserve, as of January 1, 1939, of 142,500,000,000 cubic feet ; under 
said contract, the Oliphant Oil Corporation has dedicated its acreage in the 
Cotton Valley field to the purchase of natural gas by applicant, and has agreed 
to sell natural gas to the applicant, up to 6,000,000 cubic feet per day, for three 
(3) cents per M. c. f. on a two pound gauge pressure basis above 14.7 pounds 
per square inch atmospheric pressure; although the contract does not give the 
applicant an exclusive right to purchase all of the gas produced by the Oliphant 
Oil Corporation in the Cotton ‘Valley field, an officer of the Oliphant Oil Cor- 
poration testified at the hearing herein that the present contract would be 
modified to grant a preferential right to the purchase of such gas.if necessary, 
in addition to the contract with the Oliphant Oil Corporation, the evidence dis- 
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closes that the applicant will, if necessary, be able to purchase gas from other 
Ieuse owners and producers in the Cotton Valley field; applicant has sufficient 
sources of natural gas either under contract or available to meet its operating 
requirements for many years in the future; 

(5) That applicant has furnished detailed estimates of the cost of construction 
of the proposed line, of the expected revenues and expenses in connection with 
the operation of the proposed project, and has made arrangements apparently 
adequate to finance the construction thereof and to provide a fund of working 
capital for the operation of the same; from such data and information furnished 
by the applicant, it appears that applicant will be able to render and maintain 
adequate and continuous service for a period of at least 10 years to the customers 
proposed to be served, at the rate of 10¢ per M. c. f. which is proposed to be 
charged ; 

(6) That applicant has named the communities of Magnolia, Stephens, Waldo, 
McNeil, Lewisville, Stamps, Buckner, Hope, Prescott, Washington, Camden and 
Texarkana, as possible markets for natural-gas service by it but has made no 
showing with respect to a definite plan or proposal to serve these communities; 
said communities are now being served by the Arkansas Louisiana Gas Company, 
either through its local distribution systems or through the sale of natural gas 
for resale to a local distributing company ; 

(7) That applicant has also named the communities of Saratoga, Fulton, Mc- 
Nab and Bradley, all in the State of Arkansas, as possible markets for the 
service of natural gas by it, which communities are not now being served with 
natural gas; applicant estimates that, if it should own and operate distribution 
systems in said communities, at the end of the fifth year of operation, it would 
have attached a total of 294 customers, with annual consumption of 54,856 
M. c. f. and revenue of $18,913, and if it should not own local distribution sys- 
tems in these communities, it could provide natural gas service thereto at a 
city gate rate of ten (10) cents per M. c. f.; and applicant has indicated that 
it is willing to serve natural gas to such communities if and when said com- 
munities may desire natural gas service from the applicant; 

(8) That the flat rate of ten (10) cents per M. c. f. at which applicant proposes 
to sell natural gas to the Ideal Cement Company, the Hope Brick Works, and 
the Hope Water and Light Plant, is lower than the average rate now being 
charged to these consumers by the Arkansas Louisiana Gas Company, and said 
consumers have expressed strong dissatisfaction with the rate now being charged 
by the Arkansas Louisiana Gas Company; 

(9) That the Louisiana-Nevada Transit Company, by the operation of the 
facilities proposed to be constructed, will engage in the transportation of natural 
gas from the State of Louisiana into the State of Arkansas, and will become a 
natural-gas company within the meaning of the Natural Gas Act; 

(10) That the construction of facilities proposed to be undertaken by the 
Louisiana-Nevada Transit Company will be for the transportation of natural 
gas to, and the sale of natural gas in, a market in which natural gas is already 
being served by the Arkansas Louisiana Gas Company, another natural-gas 
company, and the application of the Louisiana-Nevada Transit Company is 
therefore subject to the jurisdiction of the Commission under section 7(c) of 
the Natural Gas Act; 

(11) That upon the terms and conditions hereinafter provided which, in the 
public interest, are deemed reasonable, necessary and appropriate, present and 
future public convenience and necessity require and will require the construction 
and operation’by the Louisiana-Nevada Transit Company of the proposed facilities 
for the transportation of natural gas from the Cotton Valley field, Webster Parish, 





APPENDIX—ORDERS 549 


Louisiana, to Okay, Howard County, Arkansas, and to the city of Hope, Arkansas; 

The Commission orders: 

(A) That a limited certificate of public convenience and necessity be and it is 
hereby authorized to be issued to the Louisiana-Nevada Transit Company to 
construct and operate facilities proposed to be constructed for the transportation 
of natural gas from the Cotton Valley field, Webster Parish, Louisiana, to Okay, 
Howard County, Arkansas, and to the city of Hope, Arkansas; 

(B) That the limited certificate of public convenience and necessity hereby 
authorized shall be issued upon and subject to the following express terms and 
conditions; ; 

(i) If and when, during the life of the certificate herein anthorized to be 
issued, any of the communities of Saratoga, Fulton, McNab or Bradley, in the 
State of Arkansas, shall desire and request the service of natural gas from the 
applicant, it shall provide such service at rates not in excess of those at which 
it has indicated, in the present proceeding, that it is willing to render such 
service ; 

(ii) If and when, during the life of this certificate, any person, municipality 
or community engaged or legally authorized to engage in the local distribution 
of gas to the public, shall desire and request service of natural gas from the 
applicant and shall provide facilities at a point immediately adjacent to the 
applicant’s facilities herein authorized, the applicant shall establish physical 
connection with and sell natural gas to any such person, municipality or com- 
munity when to do so would not impair its ability to render adequate service to 
its customers, at rates not in excess of those at which it has indicated in the 
present proceeding that it is willing to render such service, viz, ten (10) cents per 
M. c.f. Provided, nothing in this provision shall be deemed to impair the Com- 
mission’s authority, under section 7(a) of the Natural Gas Act, to direct the 
company itself to extend its transportation facilities and to estzblish physical 
connection of its transportation facilities with the facilities of, and sell natural 
gas to, any such person, municipality or other community, as therein provided. 

(iii) The issuance of the certificate is without prejudice to the authority of 
the Commission, with respect to rates, valuation, costs, services, accounts, or 
any other matters whatsoever that may come before the Commission ; and nothing 
in this order shall be construed as an acquiescence by the Commission in any 
estimate or determination of cost, or any valuation of property claimed or 
asserted by the applicant; 

(iv) The construction of the facilities hereby authorized shali be commenced 
on or before August 15, 1939, and be completed within 90 days thereafter; appli- 
cant shall report to the Commission in writing the commencement and comple- 
tion of such construction within 15 days after such commencement and comple- 
tion, respectively ; 

(v) Applicant shall file with the Commission a sworn statemert giving in 
detail the cost of construction of the proposed facilities within 45 days after the 
completion of said construction ; 

(vi) Applicant shall install and keep such system of accounts as may at any 
time be prescribed by the Commission ; 

(vii) The certificate shall be cancellable if applicant increases or proposes to 
increase the rate to the consumers proposed to be served above ten (10) cents 
per M. c. f.; 

(viii) The certificate shall take effect fifteen days from the date of its issue 
and shal] be limited to and be in force and effect only for a period of ten years 
from and after the effective date thereof; 

(ix) The certificate shall not be transferable except upon express approval of 
the Cummission ; 
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(x) Applicant shall cause to be executed and filed with the Commission, prior 
to the effective date of the certificate herein authorized, a modification of appli- 
cant’s contract with the Oliphant Oil Corporation, in form and terms satisfactory 
to the Commission, giving to the applicant the preferential right to purchase all 
of the gas produced by the said Oliphant Oil Corporation in the Cotton Valley 
field during the term provided in the present contract ; 

(xi) A violation of any of the terms or conditions of this order or the cer- 
tificate issued pursuant hereto shall render such certificate null and void; 

(xii) The certificate herein authorized shall contain the conditions, or the 
substance of the conditions, embodied in this order. 


Dissenting opinion 
Louisiana-Nevada Transit Company 
(Docket Ne. G—122 


MANLy, COMMISSIONER (dissenting) : 

I am unable to concur in the order authorizing a certificate of convenience and 
necessity to the Louisiana-Nevada Transit Company to construct a line to serve 
certain industrial customers located in the market now being served by another 
natural-gas company. 

If certificates are to be issued which will permit a new company to come into 
territory now being served and take over industrial customers consuming large 
quantities of gas on high-load factors, the interests of residential and commercial 
customers may be adversely affected and effective state regulation may be 
rendered difficult, if not impossible. In discussing a similar case, where a cer- 
tificate of convenience and necessity was denied, the Public Service Commission 
of Pennsylvania said: 

“Speaking generally, it is clear law that a company rendering public service is 
entitled to a reasonable income based upon the value of its property used and 
useful in the public service. If it secures this income from three classes of 
consumers at certain rates, and one class ceases to take service, it is obvious that 
the burden of providing the income to which the company is legally entitled will 
fall upon the two remaining classes, thus necessitating an increase in the rates 
of these classes. This is particularly true where, as here, the eliminated class 
is the major source of income. The record before us does not conclusively show 
that if these applications are approved the reduction in income from the industrial 
consumers of the presently operating companies will be sufficiently large to 
necessitate an increased tariff for domestic and commercial consumers, but such 
a result will surely follow if Service Gas Company is able by its lower rates to 
attract the patronage of a substantial number of the industrial consumers now 
supplied by the protesting company” (Jncorporators of Service Gas Company vy. 
Public Service Commission of Pennsylvania, P. U. R. 15 (N. 8S.) 202, 1936). 

While it may be true that the loss of load and revenue from the particular 
industrial customers now proposed to be served may not seriously affect the 
system revenues of the intervenor there is nothing to restrain the applicant 
from taking on additional customers in this territory. In fact the Act (section 
7(c)) specifically provides “That a natural-gas company already serving a market 
may enlarge or extend its facilities for the purpose of supplying increased market 
demands in the territory in which it operates.” 

This is an entirely different situation from that contemplated by section 7 
of the Natural Gas Act which directs the Commission to “give due consideration 
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to the applicant’s ability to render and maintain adequate service at rates lower 
than those prevailing in the territory to be served, it being the intention of 
Congress that natural gas shall be sold-in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial, or any other 
use at the lowest possible reasonable rate consistent with the maintenance of 
adequate service in the public interest.” 

There is no sale of natural gas for resale involved in this case. The principal 
customer to be served is a cement company selling its product admittedly at a 
fixed price. The matter therefore does not seem to come within the limits of the 
statutory provision quoted above. 

All of the rates in question here are subject to the jurisdiction of the regula- 
tory commission of the State of Arkansas, which is now conducting an investiga- 
tion of all natural gas rates throughout the State. 


Order authorizing approval of fishway plans 
The Washington Water Power Company 
(Project No. 621) 


July 21, 1939 





It appearing to the Commission that: 
(a) By letter of November 1, 1937, the Commissioner of Fisheries called 
the Commission’s attention to numerous complaints due to obstruction of runs 
of salmon in the Clearwater River near Lewiston, Idaho, caused by the dam, 
which is a part of project No. 621, under license to The Washington Water 
Power Company ; 

(b) A committee of interested organizations has prepared plans for certain 
changes in the existing fishway at the north end of the spillway, for a new 
fishway at the south end of the spillway, and for a third fishway at the power 
house ; 

(c) The Acting Secretary, for the Secretary of Commerce, has approved 
and prescribed the plans hereinafter referred to for the installation and main- 
tenance of fishways at the project site; 

The Commission finds: 

That the plans, designated as drawings L 7055, L 7056, and L 7070 (FPC 
Nos. 621-8, 9, and 10), respectively, conform to the rules and regulations of 
the Commission; and 


The Commission orders: 


That the plans hereinbefore specified be and they hereby are approved as 
part of the license, as amended, for project No. 621. 


Determination under section 24 
Emerson M. Grove 
(Docket No. DA-547—California) 


July 21, 1939 






Upon application filed January 17, 1939, and later amended by Emerson M. 
Grove, of McKeon, California, for a determination under section 24 of the 
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Federal Power Act for mineral entry to the following lands: Mt. Diablo meridian, 
California, T. 13 N., R. 9 EB., sec. 24, NEYNWY, area: 40 acres; and it 
appearing from the application and the record pertaining thereto, that: 

(a) The lands, which lie along the Middle Fork of American River above 
the 1,000-foot contour surrounding the proposed Auburn reservoir site of the 
State of California, were withdrawn in Power Site Reserve No. 201 dated 
August 30, 1911; 

(b) The use of the lands for mining purposes will not materially injure 
their possible power value; 

The Commission determines: 


That the value of the lands will not be injured or destroyed for the purposes 
of power development by location, entry, or selection under the piblic land 


laws for mining purposes only, subject to the provisions of section 24 of the 
Federal Power Act. 


Order authorizing issuance of license (transmission line) 
Victoria Mines, Incorporated 
(Project No. 1431) 
July 21, 1939 


Upon application filed April 5, 1937, as amended December 12, 1938, by Vic- 
toria Mines, Incorporated, of Silver Star, Montana, for license for construc- 
tion, operation, and maintenance of a transmission line affecting public lands 
of the United States in Madison County, Montana; and 

It appearing to the Commission that: 

(a) The line, which was constructed in the spring of 1937, is a 50,000-volt 
line connecting with a transmission line of The Montana Power Company 
(licensed as project No. 1495) at a point in the NEYWNW*Y% sec. 12, T. 2 S., 
R. 6 W., Montana principal meridian, and extends 1.369 miles in a general 
northwesterly direction to the Broadway Mines of Victoria Mines, Incorporated, 
situated in the SW14NWY, sec. 2, T. 2 8., R. 6 W., Montana principal meridian, 
occupying a right-of-way 20 feet wide and 0.903 mile long across public lands of 
the United States; 

(b) The Acting Secretary for the Secretary of the Interior has reported that 
the project will not interfere or be inconsistent with the purpose of any reserva- 
tion or withdrawal of public lands under the administration of that Department; 

The Commission, having considered the application as amended and the record 
thereon, finds: 

(1) That the applicant is a corporation organized under the laws ef the 
State of Montana and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project ; 

(2) That no other application for the use of the aforesaid lands or in conflict 
therewith is before the Commission; 

(3) That a license subject to and containing conditions as hereinafter pro- 
vided will not interfere or be inconsistent with the purpose of any reservation 
or withdrawal of public lands; 

(4) That the part of the line affecting public lands of the United States is a 
minor part only of a complete project; 

(5) That the amount of reasonable annual charges for the purpose of reim- 
bursing the United States for the costs of administration of Part I of the 
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Federal Power Act is $5.00, and for recompensing it for the use, occupancy, and 
enjoyment of its lands is $5.00; 

(6) That the map and specification submitted as part of the application as 
amended and designated as exhibits K (FPC No. 1431-2) and M, respectively, 
conform to the rules and regulations of the Commission ; 

(7) That in issuing the license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the 
Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to the approval of plans by the Chief of Engineers and the Secretary 
of War and to public notice; 6, insofar as it relates to public notice and to 
acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to deprecia- 
tion reserves; 10 (d); 11; 12; 14; 15; 18; 19; 20; 22; and 23 (a), insofar as 
it relates to the determination of fair value;” and 

The Commission orders: ; 

(A) That a license for a period of 20 years from the date thereof be issued 
to the applicant for the construction, operation, and maintenance of the trans- 
mission line on the public lands of the United States affected thereby; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for transmission lines upon such lands; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it hereby is fixed at $10.00; 

(D) That the map and specifications specified in finding (6) above be and 
they hereby are approved as part of the license; 

(E) That in issuing the license, the terms and conditions of Part I of the 


Act set forth in finding (7) above be waived to the extent therein specified. 


Determination under section 24 
Fred P. Tuttle, Jr 
(Docket No. DA-552—California ) 
July 21, 1939 


Upon application filed April 10, 1939, by Fred P. Tuttle, Jr., of Auburn, 
California, for a determination under section 24 of the Federal Power Act for 
homestead entry on the following land: Mt. Diablo meridian, California, T. 13 N., 
R. 9 E., sec. 24, NYANE\, area: 80 acres; and it appearing from the application 
and the record pertaining thereto, that: 

(a) The land, which lies on the canyon slope along the Middle Fork of 
American River, above the 1,000-foot contour, was withdrawn in Power Site 
Reserve No. 268, datetl April 29, 1912; 

(b) Development of this part of the American River for storage or regula- 
tion purposes is limited to elevation 950 feet, which is the high water level of 
the proposed Auburn reservoir, one of the major units of the California State 
Water Plan; 

(c) The value of the land for power purposes lies in its possible use for 
conduit or transmission line location, which would not be injured materially 
by its proposed use for homestead purposes; 

The Commission determines: 

That the value of the land will not be injured or destroyed for the purposes 
of power development by location, entry, or selection under the public land 
laws, subject to the provisions of section 24 of the Federal Power Act. 
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Order rescinding previous order and authorizing issuance of license for 
transmission line 


West Coast Power Company 
(Project No, 1434) 
July 21, 1939 


Upon application filed April 19, 1937, and later amended, by West Coast 
Power Company of Portland, Oregon, for a license for parts of a constructed 
transmission line crossing public lands, navigable waters, and lands of the 
United States within the Siuslaw National Forest, in Douglas and Lane Coun- 
ties, Oregon; and 

It appearing to the Commission that: 

(a) The issuance of a license for such parts of the transmission line as 
project No. 1434 was authorized by order of September 7, 1938; 

(b) The transmission line, which was constructed and placed in service 
in 1936 under permits issued by the Forest Service and War Department, and 
a license issued by the Secretary of War, extends approximately 22 miles from 
Winchester Bay to Florence, Oregon, occupying a right-of-way 20 feet~wide and 
11.940 miles long over lands of the United States within the Siuslaw National 
Forest and a right-of-way 80 feet wide and 0.625 mile long over public lands 
reserved for the use of the War Department in sec. 1, T. 22 S., R. 13 W., Douglas 
County, Oregon; and having a combined submarine cable and overhead crossing 
aggregating 1,698.68 feet long in and over the Siuslaw River and an overhead 
crossing 2,720.50 feet long over the Umpqua River, both navigable waters of 
the United States; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision over 
the Siuslaw National Forest, has recommended the issuance of the license as 
hereinafter provided; 

(d) The Secretary of War has reported that the portions of the line crossing 
the navigable waters and the public lands reserved for the use of that Depart- 
ment have been authorized by permits and an easement therefor ; 

The Commission, having considered the application as amended and all 
pertinent data, finds: 

(1) That inasmuch as the portions of the line crossing the navigable waters 
and public lands reserved for the use of the War Department have been other- 
wise authorized, the authorization and issuance of a license therefor under the 
Federal Power Act is unnecessary ; 

(2) That the applicant is a corporation organized under the laws of the State 
of Delaware and has submitted satisfactory evidence of compliance with all 
applicable state laws insofar as necessary to effect the purposes of such a 
license ; 

(3) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(4) That a license subject to and containing conditions as hereinafter pro- 
vided will not interfere or be inconsistent with the purposes for which the Siuslaw 
National Forest was created or acquired, nor any reservation or withdrawal of 
public Jands of the United States; 

(5) That the part of the transmission line involved is a minor part only of a 
complete project ; 

(6) That the amount of reasonable annual charges for the purposes of reim- 
bursing the United States for the costs of administration of Part I of the Federal 
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Power Act is $5.00, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands within the Siuslaw National Forest is $19.10; 

(7) That the maps and specifications filed as-part of the application as amended 
and designated as exhibits J (FPC No. 1434-1), K-1 (FPC No. 1434-2), K-2 
(FPC No. 1434-3), and M, respectively, conform to the rules and regulations of 
the Commission ; 

(8) That in issuing the license as hereinafter provided it will be to the public 
interest to waive the following terms and conditions of Part I of the Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to the approval of plans by the Chief of Engineers and the Secretary of War 
and to public notice ; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license*of terms and conditions of the Act which are 
hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation re- 
serves; 10 (d); 14; 15; 18; 19; 20; 22; and 23 (a), insofar as it relates to the 
determination of fair value ;” and 

The Commission orders: f 

(A) That its order of September 7, 1938, authorizing the issuance of a license 
for project No. 1434 be and it hereby is rescinded. 

(B) That a license be issued to the applicant for the operation and main- 
tenance of the part of the aforesaid transmission line crossing the lands of the 
United States within the Siuslaw National Forest for a period of 25 years 
commencing December 13, 1937; 

(C) That the license shall contain the usual conditions and provisions for 
licenses for transmission lines upon such lands; 

(D) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it hereby is fixed at $24.10 from the 
effective date of the license; 

(E) That the maps and specifications specified in finding (7) above be and they 
are hereby approved as part of the license ; 

(Ff) That in issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order authorizing issuance of new license (minor) 
Vincent Rafferty 
(Project No. 945) 
July 21, 1939 


Upon application filed May 3, 1939, by Vincent Rafferty, for renewal of 
license for project No. 945, situated on Camp Creek in the vicinity of Sandy, 
in Clackamas County, Oregon, not far from Portland, in sections 13, 14, and 
23, T. 3 S., R. 814 E., Willamette meridian, affecting lands of the United States 
within the Mt. Hood National Forest; and 

It appearing to the Commission that: 

(a) The project, which consists of a small diversion dam approximately 214 
feet high and 20 feet long, built of logs, planks, and debris, 1,842 feet of wood 
flume, 2,000 feet of pipe line, and a powerhouse in the basement of Govern- 
ment Camp Hotel with an installed capacity of less than 40 horsepower and a 
power capacity of approximately 5 horsepower, occupies approximately 2.3 
acres of lands within the Mt. Hood National Forest, and 2.2 acres of private lands; 

(b) The original project license was issued by the Commission for a period 
of ten years to D. J. Finn on July 18, 1929, who transferred it by deed dated 
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January 12, 1933, to Mrs. D. J. Finn, and its transfer to applicant was approved 
by the Commission on April 5, 1938; 

(c) The Acting Chief, Forest Service, under authority delegated by the Act- 
ing Secretary for the Secretary of Agriculture, who has supervision over the 
Mt. Hood National Forest, has recommended that the license be renewed as 
hereinafter provided; 

(d) The Under Secretary for the Secretary of Commerce has reported that 
there is no need for fish protection at the project site at the present time; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the applicant is a citizen of the United States, and has submitted 
satisfactory evidence of compliance with all applicable state laws insofar as 
necessary to effect the purposes of such a new license; 

(2) That no other application for the use of the lands or in conflict there- 
with is before the Commission ; 

(3) That the project does not affect any Government dam, nor will the issu- 
ance of a new license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) That a new license subject to and containing conditions as hereinafter 
provided will not interfere nor be inconsistent with the purposes for which the 
Mt. Hood National Forest was created or acquired; 

(5) That the installed capacity of the project is less than 40 horsepower and 
the energy generated thereby is used for domestic lighting purposes; 

(6) That the amount of reasonable annual charges for the purposes of reim- 
bursing the United States for the costs of administration of Part I of the 
Act is $5.00, and for recompensing it for the use, occupancy and enjoyment of 
its lands is $5.00; 

(7) That the map submitted with the original application and designated 
as exhibit F (FPC No. 945-1), conforms to the rules and regulations of the 
Commission ; 

(8) That in issuing the new license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of PartI of the 
Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to the approval of plans by the Chief of Engineers and the Secretary 
of War and to public notice; 6, insofar as it relates to public notice and to 
the acceptance and expression in the license of terms and conditions of the 
Act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to 
depreciation reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as 
it relates to fishways; 19; 20; 22; 23 (a)”; and 

The Commission orders: ‘ 

(A) That a new license be issued to the applicant for the operation and 
maintenance of the project on the lands of the United States affected thereby 
for a period of ten years from July 18, 1939; 

(B) That the new license shall contain the usual conditions and provisions 
for licenses for such projects; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the new license be and it hereby is fixed at $10.00; 

(D) That the map specified in finding (7) above as exhibit F (F'PC No. 
945-1) be and it hereby is approved as part of the new license; 

(E) That in issuing the new license, the terms and conditions of Part I 
of the Act set forth in finding (8) above be waived to the extent therein 
specified. 
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Order authorizing issuance of license (major): 
Colorado-Montana Mines Association 
(Project No. 1534) 
July 25, 1939 


Upon application filed January 3, 1939, as amended May 19, 1939, by 
Colorado-Montana Mines .Association, of Helena, Montana, for license for 
the construction, operation and maintenance of project No. 1534, located on 
Belle Creek, in Madison County, Montana, and affecting lands of the United 
States within the Deerlodge National Forest; and 

It appearing to the Commission that: 

(a) The proposed project consists of a concrete diversion dam 5 feet high, 
a 3-foot by 2-foot timber flume about 1,600 feet long, a 20-inch steel pen- 
stock 3865 feet long, a powerhouse having installed capacity of about 200 
horsepower operating under head of 168 feet, and two 2,300-volt transmission 
lines having a total length of approximately 0.86 mile; 

(b) The project, exclusive of transmission line rights-of-way, occupies 2.713 
acres and the transmission lines occupy rights-of-way 60 feet wide for a 
distance of 0.6 mile, all on lands of the United States within the Deerlodge 
National Forest ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the 
Deerlodge National Forest, has concurred with the recommendations of the Asso- 
ciate Hydraulic Engineer that a license be granted as hereinafter provided ; 

(d@) The Under Secretary for the Secretary of Commerce has concurred in the 
recommendations of the Fish and Game Commission of Montana that a license 
be granted as hereinafter provided; 

The Commission, having considered the application as amended, and the 
record thereon, finds: 

(1) That the applicant is a corporation organized under the laws of the 
State of Montana, and has submitted satisfactory evidence of compliance 
with all applicable state laws insofar as necessary to effect the purposes of 
a license for the project; 

(2) That no other application for a similar project or in conflict with the 
present application is before the Commission; 

(3) That the project does not affect any Government dam or navigable 
water of the United States; 

(4) That under the circumstances, the project is best adapted to a com- 
prehensive plan for the improvement and utilization of water-power develop- 
ment and for other beneficial public uses, including recreational purposes; 

(5) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes for which the Deerlodge National Forest 
was created or acquired, nor will it affect the development of any water 
power resources for public purposes which should be undertaken by the United 
States itself; 

(6) That the installed power capacity of the project is 200 horsepower, 
and the hydroelectric energy generated thereby is for mining purposes; 

(7) That the amount of annual charges to be paid by the applicant for the 
purposes of reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act, and for recompensing it for the use, occu- 
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pancy, and enjoyment of its lands within the project area, including trans- 
mission line rights-of-way, is reasonable as hereinafter fixed and specified; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as herein- 
after specified ; 

(9) That the map and specifications filed as part of the application and 
designated as exhibits K and L (FPC No. 1534-1) and M, respectively, conform 
to the rules and regulations of the Commission; and 

The Commission orders: 

(A) That a license be issued to applicant for the construction, operation, and 
maintenance of the project for a period of 50 years, effective from the date thereof, 
subject to the provisions of the Act and to the rules and regulations of the 
Commission thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provision: “The licensee shall 
construct a small fish ladder at the diversion dam and install proper parallel bar 
screens at the power intakes ;” 

(C) That the license shall provide that, after the first 20 years of operation 
of the project, 6 percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings in accordance with 
the provisions of section 10 (d) of the Act, for the establishment and maintenance 
of amortization reserves to be held until the termination of the license, or in the 
discretion of the Commission, to be applied from time to time in reduction of the 
net investment in the project, and one-half of all surplus earnings in excess of 6 
percent per annum in any calendar year shall be paid into and held in such 
amortization reserves ; 

(D) That subject to the provisions of section 10 (e) of the Act, the licensee 
shall pay to the United States for the purpose of reimbursing it for the costs of 
administration of Part I of the Act, $12; and for recompensing it for the use, 
occupancy and enjoyment of its lands, including the transmission line rights-of- 
way, $13.68; 

(BE) That the map and specifications specified in finding (9) above be and they 
are hereby approved as a part of the license. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
Clifford Winner 
(Docket No. ID-679) 
July 25, 1989 


Upon application of Clifford Winner, 1000 Chestnut Street, Philadelphia, Penn- 
Sylvania, filed May 13, 1987, and supplement thereto filed May 26, 1939, pursuant 
to section 305 (b) of the Federal Power Act, for authorization to hold the 
following positions: Treasurer, Philadelphia Electric Company; treasurer, Phila- 
delphia Electric Power Company ; treasurer, The Susquehanna Power Company; 
treasurer, The Susquehanna Electric Company; and treasurer, Deepwater Light 
and Power Company, which application supplements his original application filed 
October 25, 1935, for authorization to hold the following positions: Assistant 
treasurer, Philadelphia Electric Company ; assistant treasurer, Philadelphia Elec- 
tric Power Company; assistant treasurer, The Susquehanna Power Company; 
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assistant treasurer, The Susquehanna Electric Company ; and assistant treasurer, 
Deepwater Light and Power Company, and upon which application filed October 
25, 1935, authorization was granted by the Commission’s order of February 18, 
1936 ; 

The Commission, having considered said- application upon the information 
therein contained and other information in relation thereto, furnished by the 
applicant, finds: 

That applicant has made due showing in the manner prescribed by this Com- 
mission that neither public nor private interests will be adversely affected by 
his holding the following positions, pending the further order of the Commission 
in regard thereto: Treasurer, Philadelphia Electric Company; treasurer, Phila- 
delphia Electric Power Company; treasurer, The Susquehanna Power Company ; 
treasurer, The Susquehanna Electric Company; and treasurer, Deepwater Light 
and Power Company ; 

And the Commission orders: 

(a) That until further order of the Commission, said applicant be and he is 
hereby authorized to hold the positions described in the above finding, subject to 
the provisions of Part 45 of the rules of practice and regulations of the Com- 
mission, and to the specific reservation of the right of the Commission to require 
said applicant to make further showing that neither public nor private interests 
will be adversely affected by his holding the said positions; 

(b) That all orders heretofore made authorizing applicant to hold positions 
pursuant to section 305 (b) of the Federal Power Act be and the same are hereby 
superseded. 


Order prescribing accounting procedure with respect to retirement of property 
paid for by contributions of consumers 


Potomac Electric Power Company 
July 25, 1939 


It appearing to the Commission that: 

(a) Account 265, Contributions in Aid of Construction, of the uniform system 
of accounts prescribed for public utilities and licensees, provides, in part, as 
follows: 

“A. This account shall include donations or contributions in cash, services, or 
property from States, municipalities, or other governmental agencies, individuals, 
and others for construction purposes. 

“B. The credits to this account shall not be transferred to surplus account or to 
any other account without the approval of the Commission.” 

(b) The Potomac Electric Power Company, by petition filed April 13, 1939, seeks 
authority to write off against said Account 265 retired electric property originally 
constructed from consumers’ contributions to the extent of “those component parts 
of construction for which the contribution was initially made” and to charge any 
excess cost of such retired electric property over the amount of the contribution 
against Account 250, Reserve for Depreciation of Electric Plant; 

(c) The petitioner is subject to the jurisdiction of this Commission and to the 
Public Utilities Commission of the District of Columbia ; 

(d) By letter dated October 25, 1938, the Public Utilities Commission of the 
District of Columbia, in response to petitioner’s request of October 11, 1938, for a 
ruling on the accounting procedure to be followed for retirement of property which 
had been paid for by contributions by consumers, ruled as follows: 
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“* * * in the retirement of property that had been constructed from con- 
tribution (in whole or in part), the portion of the aggregate cost retired from 
electric plant accounts represented by the contribution shall be charged to balance 
sheet Account 265, ‘Contributions in Aid of Construction,’ and the balance shall be 
charged to Account 250, ‘Reserve for Depreciation of Electric Plant.’ The amount 
chargeable to the contribution account shall cover only those component parts of 
construction for which the contribution was initially made.” 

(e) The petitioner alleges that the property paid for by contributions of con- 
sumers is not included in the depreciable base in determining the amount of 
depreciation for rate making or income tax purposes; i 

The Commission finds: 

(A) That the property here involved is under the jurisdiction of the Public 
Utilities Commission of the District of Columbia ; 

(B) That the accounting procedure with respect to retirement of property paid 
for by contributions of consumers which petitioner seeks authority to adopt is 
the same as that approved and authorized by the Public Utilities Commission of 
the District of Columbia, and is consistent with the principles to be applied under 
the accounting practices of this Commission ; 

The Commission, having considered said petition and other matters pertaining 
thereto, orders: 

(A) That the petition of the Potomac Electric Power Company to write off 
against Account 265, Contributions in Aid of Construction, retired property orig- 
inally constructed from consumers’ contributions to the extent of “those com- 
ponent parts of construction for which the contribution was initially made,” and 
to charge any excess cost of such retired property over the amount of the con- 
tribution against Account 250, Reserve for Depreciation of Electric Plant, be and 
the same is hereby granted; 

(B) That the accounting procedure herein sanctioned shall not be construed 
as creating a precedent by this commission in the future consideration of ques- 
tions incident to accounting for items of the nature herein presented, 


Order authorizing amendment of license (transmission line) 
The Nevada-California Electric Corporation 
(Project No. 1353) 

July 25, 1939 


Upon application filed June 19, 1939, by The Nevada-California Electric 
Corporation, licensee for project No. 1353, for amendment of license to provide 
for the dismantling and removal from the project of the Weepah substation 
and the Weepah branch extension line, affecting lands of the United States 
in Bsmeralda County, Nevada; and 

It appearing to the Commission that: 

(a) The application recites that the substation and branch extension line 
are no longer needed because the Weepah Nevada Mining Company’s mill 
which they served has ceased operations, and there are no other customers to be 
served thereby ; 

(b) The removal of the substation and branch extension line will reduce 
the length of the 100 foot rights-of-way over lands of the United States 
occupied by the project 7.02 miles; 
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The Commission having considered the application and the project record 
finds: 

(1) That the amendment will not alter any of the basic facts upon which 
the license was issued, nor require public notice; 

(2) That under the circumstances, the amount of annual charges hereinafter 
fixed to be paid by the licensee under the amended license for the purpose of 
reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands, is reasonable; and 

The Commission orders: 

(A) That the license be amended from the date of the amendment herein 
authorized to provide for the dismantling and removal from the project of the 
aforementioned substation and branch extension line; 

(B) That the amount of annual charges specified in the license as $61.35, 
be and it is hereby fixed at $5.00 for the purpose of reimbursing the United 
States for the costs of administration of Part I of the Act, and $84 for 
recompensing it for the use, occupancy, and enjoyment of its lands, effective 
as of the date of the amendment herein authorized. 





Order authorizing amendment of license (transmission line) 
The California Oregon. Power Company 
(Project No. 1136) 
July 25, 1939 


Upon application filed September 3, 1938, by The California Oregon Power 
Company, licensee for project No. 1136, for amendment of license to provide 
for the inclusion of portions of a constructed transmission line affecting lands 
of the United States within the Fremont National Forest, in Klamath County, 
Oregon; and 

It appearing to the Commission that: 

(a) The line is a 66,000-volt extension from the present terminus at Bly, 
Oregon, southeasterly 11.7 miles to a point of connection with the line of the 
California, Public Service Company in sec. 29, T. 37 S., R. 16 E., Willamette 
meridian, Lake County, Oregon, occupying a right-of-way having a weighted 
mean width of 81.1 feet across lands of the United States within the Fremont 
National Forest for a distance of 2.08 miles, as shown on the map and speci- 
fications hereinafter designated ; 

(b) The application states that construction of the line was commenced 
in July, to be completed in August 1938, after the licensee had been advised 
by the Commission that pre-license construction at licensee’s risk would not 
prejudice consideration by the Commission of an application for amendment 
of license therefor ; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision over 
the Fremont National Forest, has recommended favorable action on the 
application ; 

(@) The Acting Secretary for the Secretary of the Interior has reported 
that the amendment of license, as hereinafter provided, will not interfere or be 
inconsistent with the purpose of any reservation or withdrawal of public 
lands under the administration of that Department ; 
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(e) The amount of reasonable annual charges for the purpose of reimburs- 
ing the United States for the costs of administration of Part I of the Federal 
Power Act has not heretofore been fixed by the Commission ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Fremont National Forest or any 
reservation or withdrawal of public lands affected thereby were created or 
acquired, nor will it alter any of the basic facts upon which the license was 
issued, nor require public notice; 

(2) That under the circumstances, the amount of annual charges now fixed in 
the license is too low, and therefore unreasonable, but the amount of annual 
charges hereinafter fixed to be paid by the licensee under, the amended license 
for the purpose of reimbursing the United States for the costs of administration 
of Part I of the Act, and for recompensing it for the use, occupancy and enjoyment 
of its lands, is reasonable; 

(3) That the maps and specifications submitted as part of the aforesaid appli- 
eation and designated as exhibits J and K (FPC No. 1136-3) and M, conform to 
the rules and regulations of the Commission; and 

The Commission orders: 

(A) That the license be amended as of September 1, 1938, to provide for the 
inclusion therein of the portions of the aforesaid transmission line affecting the 
lands of the United States involved ; 

(B) That the licensee, having paid the annual charges for the year 1938 for 
the project as then licensed, the annual charges for the portions of the transmission 
line herein authorized shall be at the rate of $13.50 per annum from September 1, 
1938, to December 31, 1988, and thereafter the annual charges for the entire project 
under the license as amended shall be at the rate of $76.64, which includes an 
administrative charge of $5.00; 

(C) That the maps and specifications specified in finding (3) above be and they 
hereby are approved. as part of the license as amended. 


Order dismissing application for license (transmission line) 
Charles G. Huber 
(Project No. 1536) 
July 25, 1939 


Upon incomplete application filed January 18, 1939, by Charles G. Huber, of 
Portland, Oregon, for a license for a constructed transmission line, project No. 
1536, affecting lands of the United States within the Helena National Forest, 
Montana ; and 

It appearing to the Commission that: 

(a) The constructed line is of 2,200 volts located in Jefferson County, Montana, 
in the NEYNW\, sec. 26, T. 9 N., R. 2 W., principal meridian, Montana, and 
occupies a right-of-way 30 feet wide and 1,000 feet long across lands of the United 
States within the Helena National Forest ; 

(b) The applicant was advised by the Commission through the Forest Service 
that pre-license construction of the transmission line at applicant’s risk would not 
prejudice consideration by the Commission of an application for license therefor ; 
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(ec) The Acting Chief, Forest Service, has reported that repeated attempts to 
secure compliance with the terms of the Forest Service special use permit under 
which the line was built -have failed and the permit was terminated for ucn- 
payment of fees, and applicant directed to remove the transmission line from the 
forest lands not later than September 30, 1989; 

The Commission orders: 

That the application for license for project No. 1536 be and it is hereby 
dismissed. 


Order to show cause 
Cities Service Gas Company 
(Docket No. G—130) 
July 26, 1939 


It appearing to the Commission that: 

(a) Cities Service Gas Company, a Delaware corporation having its principal 
office in Bartlesville, Oklahoma, and authorized to do business in the States of 
Texas, Oklahoma, Missouri, Kansas, and Nebraska, produces natural gas in the 
States of Texas, Kansas, and Oklahoma, and purchases natural gas in the States 
of Kansas, Oklahoma, and Missouri, transports said natural gas from the points 
of production or purchase, through, or into, the States of Texas, Oklahoma, Mis- 
souri, Kansas, and Nebraska, and sells said natural gas either directly to con- 
sumers or to other gas companies for resale for ultimate public consumption for 
domestic, commercial, industrial, or any other uses, and is, therefore, a natural- 
gas company within the meaning of the Natural Gas Act; 

(b) Pursuant to the terms of the Federal Power Commission’s General Order 
No. 51, adopted and issued July 5, 1938, which required natural-gas companies to 
submit certain general information with regard to their income, expenses, assets, 
liabilities, costs, and general operations, the Cities Service Gas Company on 
August 15, 1938, submitted and filed certain of such information, and on May 22, 
1939, in response to the Commission’s letter of April 20, 1939, the Cities Service 
Gas Company submitted additional information, including a balance sheet as of 
December 31, 1938, and an income statement for the year 1938; 

(c) As of November 30, 1926, there was a reorganization of practically all of 
the natural-gas properties of Empire Gas & Fuel Company and subsidiaries, 
whereby such properties became the property of Cities Service Gas Company 
(formerly named Empire Natural Gas Company). Upon completion of this reor- 
ganization, the Cities Service Gas Company owned all of the property and assets 
of Empire Natural Gas Company and the property and assets formerly owned by 
Kansas Natural Gas Company, Empire Gas and Pipeline Company, Kansas- 
Oklahoma Gas Company, and certain natural-gas properties of Empire Gas and 
Fuel Company (Delaware) ; 

(d) The net plant investment: as carried on the books of Cities Service Gas 
Company was $41,641,941 as of November 30, 1926. The Federal Trade Commis- 
sion, following its investigation of natural-gas companies, reported that this 
amount included a write-up of $14,928,035 in excess of the net plant amounts of 
the same properties which were carried on the books of the “Predecessor Com- 
panies,” at $26,713,906; 


1 Federal Trade Commission's Report on Utility Corporatians, filed with the secretary 
of the Senate of the United States. July 18, 1934 (S. Doc. 92, 70th Cong., 1st sess., part ¢7 
page 550). 
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(e) During the year 1933, effective as of December 31, 1931, the Cities Service 
Gas Company depleted its accumulated depreciation and depletion reserves in the 
amount of $4,339,320, by a contra-entry to the surplus account; 

(f) Between the years 1926 and 1938 the Cities Service Gas Company added 
considerably to its properties, so that, as of December 31, 1938, the book amount 
of the company’s property, as reported by it to the Commission, totaled the sum 
of $89,628,109, which included intangibles in the sum of $6,307,787. The write-up 
in the sum of $14,928,085 mentioned in paragraph .(d) above, is still carried in the 
company’s plant accounts. The company’s book amount of depreciation and 
depletion reserves as of December 31, 1938, was $12,263,364; thus the book amount 
of its property, less depreciation, depletion, and intangibles, plus a reasonable 
allowance of an estimated $1,700,000 for working capital and materials and 
supplies, but without adjustment for the write-up referred to in paragraph (d), 
above, was the sum of $72,756,958 ; 

(g) For the 12 months ended December 31, 1938, the Cities Service Gas Com- 
pany reported total operating revenues of $14,432,972 (which includes $82,377 of 
“other revenues”), and total revenue deductions, including taxes, depreciation, 
and depletion, of $8,624,920, leaving net operating revenues, as reported by the 
company, of $5,808,052. This is substantially equivalent to an annual rate of 
return of eight (8) percent on the net plant investment of $72,756,958, shown in 
paragraph (f) above. It is indicated, therefore, that the company is collecting 
annually an excess of $1,442,635 over the amount necessary to give it a six (6) 
percent return; 

(h) Cities Service Gas Company’s gas sales and revenues for the year ending 
December 31, 1938, based on information submitted to the Federal Power Com- 
mission were as follows: 


Average 
Revenue M.¢c. f. revenue per 
M.¢. f. 


Town border: 
For resale to domestic and small commercial users_--.......- $7, 676, 334 21, 770, 615 
For resale to industrial users 3, 155, 000 28, 418, 345 


Total town border sales 4 10, 831, 334 50, 188, 960 | 21.6 
Other sales ! 3, 519, 261 | 29, 503, 706 11.9 


Total anles of 908..; dei aioksnsvassih hice iss 14, 350, 595 | 79, 692, 666 | 18.0 





1 ‘Other sales’’ are principally direct sales from the pipe line to large industrial users. 


(i) From the tabulation in (h) above, wherein it appears that the rates to main- 
line industrial customers and for town order deliveries for resale to industrial 
users are less than one-third of the rates for resale to domestic and small com- 
mercial users, it is indicated that such excess of revenues as exists above the 
cost of the service including an allowance for return on the investment, arises 
from sales for resale to doniestic and small commercial users. Deducting the 
$1,442,635 in excess of an assumed six (6) percent rate of return, shown in para- 
graph (g) above, from these sales, the remainder of $6,233,699 represents an 
average charge of 28.7 cents per M. c. f. on sales for resale to domestic and small 
commercial users ; 

(j) The Cities Service Gas Company’s town border rate for natural gas for 
resale to domestic and small commercial users in the State of Missouri, as shown 
by rate schedules on file with the Commission, is uniformly 40 cents per M. c. f. 
delivered, including all unaccounted-for gas ; 
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(k) In the State of Kansas, in the locality embracing Kansas City and sur- 
rounding communities, the Cities Service Gas Company also maintains town 
border rates for natural gas for resale to domestic and small commercial users, 
as shown by rate schedules on file with the Commission, of 40 cents per M, c. f. 
delivered. For the remaining town border deliveries in the State of Kansas 
rates for resale to comparable users as low as 22 cents per M. c. f. are maintained 
and the weighted average charge in 1938 for gas delivered ta these town borders 
for resale to domestic and small commercial users was approximately 26.7 cents 
per M. c. f. delivered ; 

(1) The transmission system of the Cities Service Gas Company consists of 
4,307 miles of main pipe lines. The major sources of gas are in the West Pan- 
handle field of Texas and in Oklahoma. Starting from these sources, the com- 
pany’s lines, upon reaching the State of Kansas, spread out over a large area 
in that state and into the States of Missouri and Nebraska. Approximately 
40% of the total town border deliveries of gas by the Cities Service Gas Company 
is delivered to Kansas City, Missouri, and Kansas City, Kansas; and approxi- 
mately 65% of all town border deliveries are made to those communities in the 
states of Kansas and Missouri which are now charged 40 cents per M. c. f. for 
gas delivered for resale to domestic and small commercial users and for unac- 
counted-for gas; 

(m) At the present time, wide differentials exist in the Cities Service Gas 
Company town border rates for resale to domestic and small commercial cus- 
tomers. The following situations and rates compared with the 40 cents per 
M. ec, f. for town border sales for resale to domestic and small commercial cus- 
tomers at Kansas City, Missouri, Kansas City, Kansas, and in a number of 
municipalities in the same general locality, present examples of the differentials 
which now exist: 

(1) Superior, Nebraska, with a town border rate of 35 cents per M. c. f. (re- 
duced from 40 cents per M. c. f. in 1988) is situated at the very extremity of one 
of the major pipe lines of the company and at one of the most distant points from 
the major sources of gas supply on the entire system ; 

(2) Lincoln, Vesper, Sylvan Grove, Lucas, Luray, and Barnard, Kansas, with 
town border rate of 30 cents per M. ec. f. are situated at either equal, or greater 
distances from the major sources of gas supply than Kansas City, Missouri; 

(3) Emporia, Kansas, with a town border rate of 30 cents per M. c. f., is 
situated on the same pipe line and less than 40 miles distant from other com- 
munities having town border rates for corresponding service of 40 cents per 
M. c. f.; 

(n) From the recitals hereinabove and hereinafter set forth, no adequate 
justification is indicated for the apparently unreasonable difference between the 
40 cents per M. c. f. level of rates maintained by the Cities Service Gas Company 
in the State of Missouri, in Kansas City, Kansas, and in the communities embraced 
in the general locality of Kansas City, Kansas, for gas sold for resale for 
domestic and small commercial uses, and the lower average level of rates, for 
gas sold for like purposes, maintained hy said company to0 communities elsewhere 
in the State of Kansas; 

(o) On May 1, 1989, the Commission received from the Public Service Commis- 
sion of the State of Missouri, a petition in which it was recited in substance, 
among other matters, that: 

(1) Those Missouri distributing companies who are purchasing natural gas 
for resale from the Cities Service Gas Company have been and now are including 
as a part of their operating expenses the cost of natural gas purchased from 
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said Cities Service Gas Company for resale for domestic and commercial uses, 
which cost is a uniform 40 cents per M. c. f. for said natural gas, and that the 
rates for gas charged by said distributing companies are based, in part, upon 
the aforesaid 40 cent rate paid by them for such gas; 

(2) Prior to May 1, 1939, the Public Service Commission of the State of 
Missouri had endeavored by inquiry and by request at a conference with repre- 
sentatives of Cities Service Gas Company to ascertain and determine what price 
would be a fair and reasonable price for natural gas for resale to be paid by 
said Missouri distributing companies to the Cities Service Gas Company, but 
that such efforts had been unsuccessful, by reason of the interstate character 
of the transportation and sale of said natural gas and the failure and refusal 
of said Cities Service Gas Company voluntarily to furnish such information and 
data as would enable the Public Service Commission of the State of Missouri 
to deterrhine a fair rate to be charged and paid for said natural gas which was 
sold by the Cities Service Gas Company to the Missouri distributing companies 
for resale ; 

(p) In said petition, the Public Service Commission of the State of Missouri 
requests the Federal Power Commission to institute an investigation to determine 
the reasonable and lawful gate rate to be charged by Cities Service Gas Company 
for natural gas sold to the following named Missouri distributing companies: 
Missouri Gas and Electric Service Company, Springfield Gas and Electric Com- 
pany, Carl Junction Gas Company, Citizens Gas Company, City Light and Traction 
Company, Interstate Gas Company, Kansas City Gas Company, and Gas Service 
Company, for resale to domestic and commercial consumers in 58 cities, towns, 
and villages in said State; and that, “after such reasonable and lawful gate 
rate prices have been determined, to order, direct and require said Cities Service 
Gas Company to sell and furnish gas to such distributing companies at the 
respective lawful rates so determined and fixed” ; 

(q) Section 4 (b) of the Natural Gas Act provides that, “No natural-gas com- 
pany shall, with respect to any transportation or sale of natural gas subject 
to the jurisdiction of the Commission, * * * maintain any unreasonable 
difference in rates, charges, service, facilities, or in any other respect, either as 
between localities or as between classes of service” ; 

Now, therefore, the Commission, on its own motion, orders: 

That Cities Service Gas Company show cause, if any there be, under oath, on 
or before September 12, 19389: 

(1) Why the difference maintained by the company between (a) the town 
border rate of 40 cents per M. c. f. for gas sold by it for resale to domestic and 
small commercial users in communities in the State of Missouri, and in the 
communities embraced in the general locality of Kansas City, Kansas (all of 
which are shown On appendix A attached hereto), and (b) the lower average 
level of rates, for gas sold for like purposes, maintained by said company to 
communities elsewhere in the State of Kansas, is not unreasonable; 

(2) Why said company should not establish and maintain a weighted average 
town border rate to the communities it serves in the State of Missouri, and to 
the communities embraced in the general locality of Kansas City, Kansas (all 
of which are shown on appendix A attached hereto), not in excess of 30 cents 
per M. c. f., for natural gas to be sold by it for resale to domestic and small 
commercial users. 
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APPENDIX A ° 


List of delivery points in the States of Kansas and Missouri for which town border 
rate for gas sold for resale to domestic and small commercial users is 40 cents 


per M c. f. delivered 


State of Kansas: 
Atchison. 
Baldwin. 
Colony. 
Edgerton, 
Everest, 
Fairview. 
Gardner. 
Grantville. 
Hamlin. 
Hiawatha. 
Holton. 
Horton, 
Huron. 
Joplin Rural. 
Kansas City. 
Lawrence, 
Leavenworth. 
Lebo. 
Lecompton. 
Leloup. 
Lyndon. 
Melvern. 


Merriam and Kansas main-line. 


Morrill, 
Olathe. 


Oskaloosa. 
Ozawkie. 
Perry. 
Princeton. 
Quenemo. 
Reserve. 
Richmond. 
Sabetha. 
Scipio. 
Tonganoxie. 
Topeka. 
Valley Falls. 
Welda. 
Wellsville. 
Whiting. 


State of Missouri: 


Alma. 

Aurora, 
Billings. 
Blackburn. 
Carl Junction. 
Carrollton, 
Carrollton main-line, 
Carterville. 
Carthage. 
Concordia. 
Emma. 
Independence, 
Johnson County. 
Joplin. 

Joplin Rurals. 
Higginsville. 
Kansas City. 
Knobnoster. 
Lamonte. 
Lexington. 
Marionville. 
Marshall. 
Monett. 
Neosho. 
Norborne. 
Oronogo. 
Pierce City. 
Platte City. 
Platte City main-line. 
Republic. 

St. Joseph. 
Sedalia. 
Smithfield. 
Springfield. 
Sweet Springs. 
Warrensburg. 
Waverly. 
Webb City. 
Weston. 
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Order supplementing order of June 29, 1989, authorizing and approving sale of 
facilities 


Tennessee Utilities Corporation 
(Docket No. IT-5548) 
July 28, 1939 


Upon the application filed July 22, 1939, and subsequently amended, by Ten- 
nessee Utilities Corporation, hereinafter referred to as the applicant, the 
applicant referred to in the Commission’s Order Authorizing and Approving 
‘Sale of Facilities, adopted June 29, 1939, in the above-entitled matter, requesting 
such further order as the Commission may find necessary to authorize and 
approve the sale of facilities, under the contract of May 12, 1939 (referred to in 
said order), as extended and modified by a certain contract (exhibit L-12) 
dated as of July 19, 19389, between The Commonwealth & Southern Corporation, 
the Tennessee Valley Authority, the cities of Nashville and Chattanooga, Ten- 
nessee, and other purchasers ; 

The Commission, having considered said application, as amended, the exhibits 
thereto, and the affidavit of John ©. Weadock in explanation and support thereof, 
and the record of the proceedings upon which the said order of June 29, 1939, 
was based, and it appearing therefrom that: 

(a) The aforesaid contract of July 19 extends the aforesaid contract of May 12 

| from June 30, 1989, to August 15, 1989; makes certain changes in the terms of 
said contract on account of the fact that the Congress did not enact legislation 

¢ in the form necessary to enable certain terms of the contract to be carried out; 

4 is contingent upon S. 1796, 76th Cong., 1st sess., becoming law; and provides 

that the purchase prices to be paid by the Tennessee Valley Authority, and the 

cities of Nashville and Chattanooga, Tennessee, shall not be reduced by their 
respective proportionate shares of $3,333, daily after April 30, 1939, as was pro- 

vided for in subsection B of section V of the contract of May 12; 

(b) The above referred to 8S. 1796 has become law, amending the Tennessee 
Valley Authority Act of 1933, as amended, and the terms thereof constitute a 
determination by Congress that the sale of facilities, as hereinbelow authorized 
and approved is in the public interest ; 

(c) The above referred to change in purchase prices to be paid by the Ten- 
nessee Valley Authority and the cities of Chattanooga and Nashville, Tennessee, 
was the result of negotiations between the parties named above to the said 
contract of July 19, after the aforesaid contract of May 12 could not be performed 
and certain State of Tennessee excise taxes for the year beginning July 1, 1939, 
had accrued ; 

(d) Assignment may be made to the Tennessee Valley Authority by the Blue 
Ridge Electric Association, Inc., of the latter’s right to purchase the property 
referred to in exhibit A-27 of exhibit L of application, exhibit L-5 of application, 
and exhibit A of exhibit L-6 of application, as described in paragraph (d) of the 
aforesaid order of June 29, increasing the purchase price to be paid by the Ten- 
nessee Valley Authority by the amount of $221,100, and request is made for 
authorization and approval of the sale of such facilities to the Blue Ridge Blec- 
trie Association, Inc., as heretofore authorized and approved and, in the alterna- 
tive, on the election of the parties, to the Tennessee Valley Authority ; 

(e) In all other respects the recitals set forth in the aforesaid order of 
June 29 with reference to the then proposed sale under the said contract of 
May 12, as described in paragraphs (d@) and (e) of said order are applicable 
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without alteration to the presently proposed sale of facilities under that contract 
‘ as extended and modified by the said contract of July 19; 

(f) Reasonable notice of the said application has been given in writing and 
by telegram to the governor and state commission of each of the States of Ten- 
nessee, Georgia, and Alabama, being all of the states in which physical property 
affected or a part thereof is situated, and no objection or protest to the granting 
of said application has been received ; 

The Commission finds, with respect to the presently proposed sale of facilities, 
as described in paragraphs (d) and (e) of said order of June 29, modified as in 
paragraph (d), above, under that contract as extended and modified by the said 
contract of July 19, as it has heretofore found in said order of June 29 with 
reference to the then proposed sale of facilities under the said contract of May 12, 
which findings are incorporated herein by reference ; 

And the Commission orders: 

(A) That the aforesaid order of June 29, 1939, is hereby supplemented to 
extend and modify the authorization and approval thereby given, to authorize 
and approve the sale of facilities as described in paragraphs (d) and (e) of 
that: order, modified, however, as set forth in paragraph (@) of this order, under 
the terms and conditions of the aforesaid contract of May 12, 1939, as extended 
by the aforesaid contract of July 19, 1939, after the applicant shall have duly 
acquired such facilities, insofar as such facilities are subject to the provisions 
of section 203 of the Federal Power Act; 

(B) That the provisions of said order of June 29, 1939, as hereinabove supple- 
mented and modified are subject to the conditions and limitations provided by 
paragraphs (B), (C), and (D) of the said order of June 29, 1939. 


Order approving contracts for extension of credit for acquisition of facilities 
Tennessee Valley Authority 
(Docket No. IT-5553) 
July 28, 1939 


Upon the application filed June 12, 1939, as amended, by the Tennessee Valley 
Authority, hereinafter referred to as the Authority, a corporation created by 
the Tennessee Valley Authority Act of 1933, for approval pursuant to the terms 
of said act, as amended, before or after the filing of said application, of proposed 
contracts, hereinafter referred to as credit contracts, for the extension of eredit 
to municipalities and nonprofit organizations, negotiated or to be negotiated 
under section 12a of said act and pursuant to the terms of paragraph XXIV of 
that certain contract dated as of May 12, 1939, extended and modified by that 
certain contract of July 19, 1939, between The Commonwealth & Southern 
Corporation, seller, and the Authority and numerous other purchasers, for the 
purpose of enabling such purchasers thereunder as will not otherwise be able 
to do so, to finance their respective parts of the purchase, therein provided 
for, of the electric operating facilities of the Tennessee Electric Power Company 
and Southern Tennessee Power Company, and to finance the improvement, 
operation, and interconnection of such facilities ; 

The Commission, having considered the said application, as- amended, and 
the exhibits thereto; the applications, as amended, of Tennessee Utilities Cor- 
poration, filed May 8 and July 22, 19389, Docket No. I'T-5548, exhibits thereto, 
and the record of all the proceedings had thereon; the reports of congressional 
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committees with respect to S. 1796, 76th Cong., 1st sess., being a bill to amend 
the Tennessee Valley Authority Act of 1933, which became law July 26, 1939; 
and it appearing therefrom that: 

(a) The credit contracts are contracts negotiated or to be negotiated with 
purchasers, hereinafter sometimes referred to as borrowers, at rates of interest, 
and in amounts not to exceed the amounts respectively indicated, as follows: 





“Interest | Maximum 
* “ rate (per- 
Name of borrower cent per 
annum) 


City of Athens, a municipal corporation of the State of Tennessee 
City of Cleveland, a municipal corporation of the State of Tennessee ._- 
Town of Clinton, a municipal corporation of the State of Tennessee__- 
City of Columbia, a municipal corporation of the State of Tennessee__.-.- 
The city of Harriman, a municipal corporation of the State of Tennessee _- 
The city of LaFollette, a municipal corporation of the State of Tennessee _- 
City of “Lawrenceburg, a municipal corporation of the State of Tennessee - - - 
City of Lenoir City, a municipal corporation of the State of Tennessee... 
Town of Lexington, a municipal corporation of the State of Tennessee- - 
City of Loudon, a municipal corporation of the State of Tennessee 
City of Maryv ile, a municipal corporation of the State of Tennessee 
The town of McMinnville, a municipal corporation of the State of Tennessee_._- 
Mount Pleasant, a municipal corporation of the State of Tennessee 
City of Murfreesboro, a municipal corporation of the State of Tennessee 
Town of Pulaski, a municipal corporation of the State of Tennessee 
The city of Rockwood, a municipal corporation of the State of Tennessee 
Shelbyville, a municipal corporation of the State of Tennessee 
The town of Sweetwater, a municipal corporation of the State of Tennessee 
Winchester, a municipal corporation of the State of Tennessee 5 
Blue Ridge Electric Association, Inc., incorporated as a corporation not organ- 
ized for pecuniary gain or profit and without capital stock under Act No. 259, 
Georgia laws, special session, 1937-1938, approved Jan. 13, 1938___-. 249, 270 
Lincoln County Electric Membership Corporation, a membership corporation 
existing under the Tennessee Electric Membership Corporation Act of 1937 -_- 164, 610 
Plateau Electric Cooperative, a corporation organized and existing under the 
Tennessee Electric Cooperative Act of 1939_- .f 106, 100 


465, 910 
265, 570 
616, 700 
116, 070 
140, 800 
354, 700 


$9 $9 9 9 G9 29 0 G9 GO G9 G0 G9 G9 G2 G9 G9 G9 G9 G9 
SSSSSRSSSSSSSSSERSRS 


99, 330 
169, 370 


zs 








(b) It is probable that the Tennessee Valley Authority will become obligated 
under the aforesaid contract of May 12 as extended and modified by the afore- 
said contract of July 19, to enter into credit contracts with Plateau Electric 
Cooperative, Lincoln County Electric Membership Corporation, and the city of 
Lawrenceburg, and with Blue Ridge Electric Association, Inc., unless the latter 
assigns its rights to the Authority, the aggregate of the amounts (as stated in 
(a) above) of the foregoing four credit contracts being $559,020; and it is possible 
that the Authority may become so obligated to enter into credit contracts with 
others of the above-listed borrowers; 

(c) The credit contract with Blue Ridge Electric Association, Inc. (exhibit 
A), provides for the securing of its indebtedness incurred thereunder by its 
mortgage bonds numbered 1 to 11 inclusive, dated as of June 1, 1939, in the 
aggregate principal amount of $275,000.00 and bearing interest at the rate of 
814 percent per annum, principal and interest to be paid in installments calcu- 
lated to pay and discharge the full indebtedness evidenced and secured thereby 
in 25 years after the date thereof; said bonds being secured by the said bor- 
rower’s mortgage and deed of trust dated as of June 1, 1989 (exhibit A-2); 
said mortgage and deed of trust temporarily to be junior and subordinate to a 
prior mortgage securing notes in the aggregate amount of $121,000.00, executed 
and delivered to the United States of America to evidence indebtedness created 
by Rural Electrification Administration financing of construction work for the 
said borrower; the aforesaid prior mortgage to be released under an agreement 
between the Rural Electrification Administration, the said borrower; and the 
Authority; the aforesaid bonds in the aggregate principal amount of $275,000.00 
to be secured equally and ratably with the aforesaid notes in the aggregate 
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amount of $121,000.00 and with any additional bonds which may thereafter 
be issued by the said borrower under and in accordance with the terms of the 
said mortgage and deed of trust dated as of June 1, 1989; 

(d) The credit contract with the Lincoln County Electric Membership Cor- 
poration (exhibit B) provides that the indebtedness incurred thereunder shall 
bear interest at the rate of 34%4 percent per annum and shall be repaid by the 
application of all amortization charges and all surplus revenues as defined and 
determined in accordance with an amended power contract between the Author- 
ity and said borrower dated as of June 1, 1939 (exhibit B-1); said indebted- 
ness and the performance of the borrower’s obligations under the said amended 
power contract to be secured, along with any and all other indebtedness now or 
hereafter owing to the Authority by said borrower, by the borrower's first 
mortgage dated as of December 1, 1937 (exhibit B-2), and by its supplemental 
and confirming mortgage dated as of June 1, 1939 (exhibit B-4) ; 

(e) The credit contract with Plateau Electric Cooperative (exhibit C) pro- 
vides that the indebtedness incurred thereunder shall bear interest at the rate of 
3% percent per annum and shall be repaid by the application of all amortization 
charges and all surplus revenues as defined and determined in accordance with 
the power contract betwen the Authority and said borrower dated as of June 
9, 1939 (exhibit C—1) ; said indebtedness and the performance of the borrower’s 
obligations under the said power contract to be secured, along with any and all 
other indebtedness now or hereafter owing to the Authority by said borrower, 
by said borrower’s first mortgage dated as of June 9, 1939 (exhibit C-3) ; 

(f) The credit to be extended to the aforesaid city of Lawrenceburg will be 
evidenced by electric system revenue bonds, series A, of said borrower in an 
aggregate principal amount of not to exceed $39,000.00 and bearing interest at 
the rate of 3% percent per annum, such bonds to be offered and accepted in 
writing (exhibits P-2 and P-3, respectively), and to be issued under and in 
accordance with a bond resolution (exhibit P-1) to be adopted by the board 
of commissioners of said borrower, which resolution will, subject to prior pay- 
ment of reasonable and necessary operating and maintenance costs, effect, 
among other things, a pledge of net revenues, as therein provided, of the bor- 
rower’s electric system as security for the payment of the said bonds ratably 
and equally with any additional bonds which may thereafter be issued by the 
said borrower in accordance with and for the purpose specified in the said 
resolution, said bonds to be in the form provided in the said resolution and to 
mature serially over a period of 20 years from the date thereof, the first pay- 
ment of principal to be due 3 years after such date; 

(9g) The credit contracts to be entered into with other borrowers and the 
pledge of revenues to secure the bonds or other evidence of indebtedness to be 
given by such borrowers will be in the form of bond resolutions substantially the 
same as that proposed for the town of McMinnville (exhibit I) with only such 
changes necessary to state different interest rates and amounts of credit ex- 
tended, to refer to the different properties or revenues involved or security 
given, and as necessary to provide for a private sale of the bonds or other 
obligations to the Authority; said bond resolution proposed for the town of 
MeMinnville providing substantially as stated hereinbefore with reference to the 
bond resolution for the city of Lawrenceburg; except, however, that in the 
case of the city of Lenoir City, 16.5 percent of net revenues will, by the terms 


of the bond resolution, be applied to the payment of certain general obligation 
bonds of the city; 


The Commission finds: 
(1) That the borrowers are municipalities and nonprofit organizations situ- 
ated within transmission distance from a dam or dams where surplus power of 
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the Authority is generated by it, transmission of such power to the facilities to be 
purchased to be over the integrated transmission system of the Authority ; 

(2) That the facilities to be purchased by borrowers other than Plateau Elec- 
tric Cooperative, consist of existing distribution facilities, incidental works, and 
interconnecting transmission lines of The Tennessee Electric Power Company 
(other than generating facilities and high voltage transmission facilities) ; the 
facilities to be acquired by Plateau Electric Cooperative consist of the same and of 
transmission lines incidental to, and interconnecting the same, and thereby im- 
proving such existing facilities ; 

(3) That the borrowers have entered into or propose to enter into contracts for 
the purchase of their electric energy requirements from the Authority, and the 
credit contracts will facilitate the disposition of surplus power of the Authority 
according to the policies of the Tennessee Valley Authority Act of 1933, as 
amended; and will give priority to municipalities and nonprofit organizations in 
the purchase of such power by enabling them to acquire facilities for the distri- 
bution thereof; and will at the same time preserve existing distribution facilities 
as going concerns and avoid further duplication of such facilities ; 

(4) That the aforesaid amounts of credit appear to be reasonable amounts for 
the purposes contemplated by the credit contracts ; 

(5) That upon the basis of estimates submitted and representations made upon 
behalf of the Authority, the sufficiency of the revenues anticipated from the 
operation by the borrowers of the facilities to be acquired by them, respectively, 
and of the existing facilities of those borrowers who now have electric operating 
facilities, to enable them to repay the aforesaid amounts to be borrowed under 
the credit contracts, with the interest thereon, within a reasonable period of time, 
appears to be reasonably well shown; 

The Commission orders: 

(A) That subject to the terms and conditions hereinafter provided: 

(i) The aforesaid credit contracts with Plateau Electric Cooperative, Lincoln 
County Electric Membership Corporation, the Blue Ridge Blectric Association, Inc. 
(if its rights under the said contract of May 12, as extended and modified by the 
contract of July 19 are not assigned to the Authority), are approved, 

(ii) The aforesaid credit contract with the city of Lawrenceburg, in an 
amount not to exceed $39,000, is approved, and 

(iii) Such of the remaining credit contracts listed in (a), above, as may be 
entered into are approved on the further condition or limitation that the aggre- 
gate of the amounts (as respectively stated in (a), above) of such contracts 
entered into with borrowers shall in no event exceed $1,441,020; 

(B) That the said credit contracts shall be as hereinbefore stated in this 
order and in all other respects as stated in the application herein, as amended, 
and the exhibits thereto; 

(C) That the approvals hereinabove provided for shall respectively be effec- 
tive, as to each credit contract, only if and when, after the filing of a signed legal 
opinion or opinions with respect thereto, as hereinafter prescribed, the Chairman 
or Acting Chairman of this Commission shall have found the said opinion or 
opinions satisfactory and shall have indorsed a statement to that effect thereon 
in writing, provided such opinion or opinions are filed on or before December 31, 
1939 ; 

(D) That the legal opinion to be filed as hereinabove provided shall be the 
opinion of independent qualified bond counsel or counsel to the Authority as to 
the legal sufficiency of the credit contract, the bonds or other form of obligation 
to be given thereunder, and the mortgage or trust indenture or pledge of revenue 
securing the same, to constitute the legal and binding acts of the borrower, and 
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in the case of a municipality, such an opinion of the-attorney or counsel for the 
municipality shall also be furnished ; 

(E) That the foregoing provisions of this order are without prejudice’ to the 
authority of this Commission or any otlfer regulatory body with respect to rates, 
valuations, costs, services, accounts, or any other matter whatsoever which may 
come before this Commission or other regulatory body; and nothing in this 
order shall be construed as an acquiescence by this Commission in any estimate 
or determination of cost or valuation of property, claimed by the applicant or 
any borrower. 


Order authorizing amendment of license (transmission line) 
The Washington Water Power Company 
(Project No. 510) 
July 28, 1939 


Upon application filed September 26, 1938, by The Washington Water Power 
Company, licensee for project No. 510, to provide for the construction, operation, 
and maintenance of portions of a transmission line affecting public lands of 
the United States in Adams and Franklin Counties, Washington; and 

It appearing to the Commission that: 

(a) The proposed transmission line is a 13,000-yolt, 3-phase, single-circuit 
type, extending in a general northeasterly direction from a substation on the 
Pacific Power & Light Company’s transmission line located at Kahlotus, Wash- 
ington, in sec. 5, T. 13 N., R. 34 B., to a point in the city of Washtucna, in 
sec. 83, T. 15 N., R. 36 E., Willamette meridian, all in Adams and Franklin 
Counties, Washington, a distance of about 14.4 miles, and will oceupy a right-of- 
way across public lands of the United States equal in area to a parcel of land 
100 feet wide and 0.791 mile long; 

(bo) On August 11, 1938, the Commission advised licensee that prelicense 
construction of the line at licensee’s risk would not prejudice consideration by 
the Commission of an application for license therefor ; 

(c) The Acting Secretary for the Secretary of the Interior has reported that 
the amendment of license, as hereinafter provided, will not interfere or be in- 
consistent with the purposes of any reservation or withdrawal of public lands 
under the administration of that Department; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which any reservation or withdrawal 
affected thereby was created or acquired, nor will it alter any of the basic 
facts upon which the license was issued, nor require public notice; 

(2) That under the circumstances, the amount of annual charges now fixed 
in the license is too low and, therefore, unreasonable, but the amount of annua! 
charges hereinafter fixed to be paid by the licensee under the amended license 
for the purposes of reimbursing the United States for the costs of administration 
of Part I of the Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands, is reasonable; 

(3) That exhibits J-1 (FPC No. 510-6), and K (FPC No. 510-5), filed as 
part of the application for amendment, conform with the rules and regulations 
of the Commission ; and 
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The Commission orders: 

(A) That the license be amended as of the date thereof to provide for the 
inclusion therein of the parts of the aforesaid transmission line affecting the 
public lands of the United States involved ; 

(B) That the amount of annual charges specified in the license as $25, be 
and it hereby is fixed at $5 for the purpose of reimbursing the United States for 
the costs of administration of Part I of the Act, and $44.30 for recompensing 
it for the use, occupancy, and enjoyment of its lands, effective as of the date 
of the amendment herein authorized ; 

(C) That the exhibits specified in finding (3) above be and they hereby 
are approved as part of the license as amended. 


Order authorizing amendment of license (major) 
City of Kaukauna, Wisconsin 
(Project No. 1510) 
July 28, 1939 


Upon application filed July 8, 1939, by city of Kaukauna, Wisconsin, for 
amendment of license for project No. 1510, situated on Fox River, a navigable 
water of the United States, to provide for certain proposed additions, changes, 
and relocations in the project facilities hereinafter described; and 

It appearing to the Commission that: 

(a) The proposed changes are to: 

(i) Exclude from the project two parcels of privately owned lands marked 
“A” and “B” on drawing hereinafter described; 

(ii) Relocate portion of the spillway from island #3 to the old south wall 
of the Outagamie Paper Company headrace; 

(iii) Omit the 4’ x 6’ sluice gate at station 10+60 and the installation of 
one 30’ x 8.8’ Taintor gate at this location; 

(iv) Omit approximately 125 feet of spillway section from the Taintor gates 
at station 23+-08 to station 23+77, to old south wall of the Outagamie Paper 
Company headrace at station 24+95, a closed masonry dam to be substituted at 
this location ; 

(v) Change the method of repairing the existing walls of the old Outagamie 
Paper Company headrace; 

(vi) Abandon the old sluice structure at the east end of the Outagamie Paper 
Company headrace ; 

(vii) Abandon a portion of the headrace wall at the east end of the old 
Outagamie Paper Company headrace, and relocate the proposed new wall 
connecting the powerhouse to the existing headrace wall; 

(viii) Change the tailrace at its junction with the powerhouse; 

(ix) Repair the old north wall of the Outagamie Paper Company headrace 
which was not included in the original application ; 

(x) Change a section of the concrete overflow spillway from station 0+00 
to station 23+08; 

(xi) Change the minor features of the design of the Taintor gate section; 

(b) The changes are more particularly shown on the following exhibits 
filed with the application as part thereof, superseding and supplementing 
exhibits now part of the license: 

Exhibit K, sheet 2A (FPC No. 1510-20), superseding exhibit K, sheet 2 
(FPC No. 1510-7) ; 
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Exhibit K, sheet 3A (FPC No. 1510-21), superseding exhibit K, sheet 3 
(FPC No. 1510-8) ; 

Exhibit L, sheet 1A (FPC No. 1510-22), superseding exhibit L, sheets 
1, 2 and 3 (FPC Nos. 1510-10, 11 and 12) ; 

Exhibit L, sheet 4A (FPC No. 1510-23), superseding exhibit L, sheet 4 
(FPC No. 1510-138) ; 

Exhibit L, sheet 54 (FPC No. 1510-24), superseding exhibit L, sheet 5 
(FPC No. 1510-14) ; 

Exhibit L, sheet 5B (FPC No. 1510-25), supplementing exhibit L, sheet 5A 
(FPC No. 1510-24) ; 

Exhibit L, sheet 5C (FPC No. 1510-26), supplementing exhibit L, sheet 5A 
(FPC No. 1510-24) ; 

Exhibit L, sheet 6A (FPC No. 1510-27), superseding exhibit L, sheet 6 
(FPC No. 1510-15) ; 

({c) The effect of the proposed additions, abandonments, and relocations 
will be to decrease the project area and to improve the design of the project; 

(d) The Secretary of War has approved the amended maps and plans as 
satisfactory so far as the interests of navigation are concerned ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued, nor require public notice; 

(2) That the ultimate installed capacity of the project under the license 
as hereinafter amended will remain at 8,000 horsepower ; 

(3) That the exhibits described in paragraph (6b) above, superseding and 
supplementing exhibits now part of the license, conform to the rules and regula- 
tions of the Commission; and 

The Commission orders: 

(A) That the license for project No. 1510 be amended as of the date thereof 
to provide for the proposed additions, abandonments, and relocations as 
described in paragraph (a@) above; 

(B) That the exhibits specified in paragraph (b) above be and they hereby 
are approved as part of the license as amended. 


Supplemental order modifying authorization of disposition of facilities under 
section 203 of the Federal Power Act ond dismissing petition for rehearing 


Northern Pennsylvania Power Company and Metropolitan Edison Company 
(Docket No. IT-—5000) 
September 5, 1939 


It appearing to the Commission that: 

(a) Paragraph (A) of the order of July 6, 1939, wherein the Commission 
authorized the disposition and sale of certain of the facilities of Northern 
Pennsylvania Power Company to Metropolitan Edison Company, provided in 
subdivision (3) thereof that the said disposition and sale should be effected within 
sixty (60) days from the date of said order; otherwise the approval of the Com- 
mission would be null and void; 

(b) Applicants, on August 5, 1939, filed a joint petition requesting, inter alia, 
that the Commission modify the order of July 6, 1939, by the entry of a supple- 
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mental order abrogating the time limitation of sixty (60) days in which the 
aforesaid disposition and sale is to be effected; or in the alternative, grant a 
rehearing in respect of the propriety of, and the authority of the Commission 
to include, such condition in an order of approval under section 203 of the Fed- 
eral Power Act; 

(c) The petition further presents a verified statement of facts which indicates 
that circumstances beyond applicants’ control have arisen since the entry of the 
order of July 6, 1939, which may prevent them from effecting the disposition 
and sale within the time specified in said order ; 

The Commission finds: 

(1) That circumstances over which applicants have no control have arisen 
since the entry of the order of July 6, 1939, which may prevent the disposition and 
sale of said facilities within the time specified in the order of July 6, 1989; 

(2) That good cause exists, and it is necessary and appropriate in the public 
interest, to extend the time within which the aforesaid disposition and sale may 
be effected in the manner set forth in the order of July 6, 1939; 

Therefore, the Commission orders: 

(A) That subdivision (3) of paragraph (A) of the order of July 6, 1939, be 
modified to read: 

“(3) The disposition and sale of the facilities of Northern Pennsylvania Power 
Company to Metropolitan Edison Company shall be effected in the manner afore- 
said by January 6, 1940; otherwise the approval of the Commission as set forth 
herein shall be null and void ;” 

(B) That the petition filed August 5, 1939, insofar as it purports to be a 
petition for rehearing of the order of July 6, 1939, be, and the same is, hereby 
dismissed. _ 


Order denying intervention of the National Coal Association and granting 
privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G—123) 
September 5, 1939 


Upon petition filed August 9, 1939, by National Coal Association, praying for 
leave to intervene in this proceeding; 

It appearing to the Commission that: 

Said National Coal Association is not engaged in the production, transmission 
or distribution of natural gas, nor does it presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition finds: 

That the participation of National Coal Association in this proceeding as an 
intervener and a party thereto has not been shown to be necessary, in view of 
the fact that, under section 7 (c) of the Natural Gas Act, pursuant to which 
the application of the General Gas Pipe Line Corporation was filed, this Com- 
mission does not have unlimited jurisdiction, but a certificate of public con- 
venience and necessity is required to be obtained from the Commission only 
when a natural-gas company undertakes the construction or extension of fa- 
cilities for the transportation of natural gas to a market in which natural gas 
is already being served by another natural-gas company ; 
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The Commission orders: 

That the petition of National Coal Association to intervene and to become a 
party to this proceeding be and it is hereby denied; provided, however, that 
National Coal Association may participate in the hearing to be held in this 
proceeding on September 7, 1939, to the extent of introducing relevant and 
material evidence and may also make oral argument and file briefs. 


Order permitting intervention of Kentucky Natural Gas Corporation 
General Gas Pipe Line Corporation 
(Docket No. G—123) 
September 5, 1939 


It appearing to the Commission that: 

(a) On August 31, 1989, Kentucky Natural Gas Corporation filed with the 
Commission a petition praying for leave to intervene in this proceeding and to 
protest the granting of a certificate of public convenience to the General Gas 
Pipe Line Corporation to serve natural gas at certain points in the State of 
Indiana ; : 

(b) In said petition Kentucky Natural Gas Corporation alleges, among 
other facts, that it presently serves the territory sought to be served by Gen- 
eral Gas Pipe Line Corporation ; 

(c) The participation of Kentucky Natural Gas Corporation in-this proceed- 
ing as an intervener and a party thereto may be in the public interest; 

The Commission orders: 

That Kentucky Natural Gas Corporation be and it is hereby permitted to 
become an intervener in this proceeding, provided, however, such permission 
shall not be construed as recognition by the Commission that said Kentucky 
Natural Gas Corporation might be aggrieved by any order of the Commission 
issued in this proceeding. 


Order denying intervention of the Coal Trade Association of Indiana and granting 
privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G-123) 
September 5, 1939 


Upon petition filed August 7, 1989, by Coal Trade Association of Indiana, pray- 
ing for leave to intervene in this proceeding ; 

It appearing to the Commission that: 

Said Coal Trade Association of Indiana is not engaged in the production, trans- 
mission or distribution of natural gas, nor does it presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of Coal Trade Association of Indiana in this proceeding 
as an intervener and a party thereto has not been shown to be necessary, in view 
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of the fact that, under section 7 (c) of the Natural Gas Act, pursuant to which the 
application of the General Gas Pipe Line Corporation was filed, this Commission 
does not have unlimited jurisdiction, but a certificate of public convenience and 
necessity is required to be obtained from the Commission only when a natural- 
gas company undertakes the construction or extension of facilities for the trans- 
portation of natural gas to a market in which natural gas is already being served 
by another natural-gas company ; 

The Commission orders: 

That the petition of Coal Trade Association of Indiana to intervene and to be- 
come a party to this proceeding be and it is hereby denied ; provided, however, that 
Coal Trade Association of Indiana may participate in the hearing to be held in 
this proceeding on September 7, 1939, to the extent of introducing relevant and 
material evidence and may also make oral argument and file briefs. 


Order denying intervention of Harlan County Coal Operators Association, Hazard 
Coal Operators Association, and Southern Appalachian Coal Operators Associa- 
tion and granting privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G—123) 
September 5, 1939 


Upon application filed August 14, 1939, by Harlan County Coal Operators Asso- 
ciation, Hazard Coal Operators Association, and Southern Appalachian Coal 
Operators Association, praying for leave to intervene in this proceeding; 

It appearing to the Commission that: 

None of ‘the above petitioners are engaged in the production, transmission, or 
distribution of natural gas nor do they presently operate any facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of Harlan County Coal Operators Association, Hazard 
Coal Operators Association, and Southern Appalachian Coal Operators Associa- 
tion, in this proceeding as interveners and parties thereto has not been shown to be 
necessary in view of the fact that under section 7 (c) of the Natural Gas Act, 
pursuant to which the application of General Gas Pipe Line Corporation was filed, 
this Commission does not have unlimited jurisdiction, but a certificate of public 
convenience and necessity is required to be obtained from the Commission only 
when a natural-gas company undertakes the construction or extension of facilities 
for the transportation of natural gas to a market in which natural gas is already 
being served by another natural-gas company ; 

The Commission orders: 

That the petition of Harlan County Coal Operators Association, Hazard Coal 
Operators Association, and Southern Appalachian Coal Operators Association to 
intervene and to become parties to this proceeding be and it is hereby denied; 
provided, however, that Harlan County Coal Operators Association, Hazard Coal 
Operators Association, and Southern Appalachian Coal Operators Association may 
participate in the hearing to be held in this proceeding on September 7, 1939, to 
the extent of introducing relevant and material evidence and may also make oral 
argument and file briefs. 
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Order denying intervention of the Baltimore and Ohio Railroad Company, the 
Chesapeake and Ohio Railway Company, Erie Railroad Company, Louisville 
and Nashville Railroad Company, The New York Central Railroad Company, 
Norfolk and Western Railway Compaiy, The Pennsylvania Railroad Com- 
pany, Southern Railway Company, The Virginian Railway Company, and 
granting privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G—123) 
September 5, 1939 


Upon petition filed August 4, 1939, by The Baltimore and Ohio Railroad 
Company, The Chesapeake and Ohio Railway Company, Erie Railroad Com- 
pany, Louisville and Nashville Railroad Company, The New York Central Rail- 
road Company, Norfolk and Western Lailway Company, The Pennsylvania 
Railroad Company, Southern Railway Company, and The Virginian Railway 
Company, praying for leave to intervene in this proceeding; 

It appearing to the Commission that: 

The above named petitioners are not engaged in the production, transmission 
or distribution of natural gas nor do they presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of The Baltimore and Ohio Railroad Company, The 
Chesapeake and Ohio Railway Company, Erie Railroad Company, Louisville 
and Nashville Railroad Company, The New York Central Railroad Company, 
Norfolk and Western Railway Company, The Pennsylvania Railroad Company, 
Southern Railway Company, and The Virginian Railway Company in this pro- 
ceeding as inverveners and parties thereto has not been shown to be necessary 
in view of the fact that under section 7 (c) of the Natural Gas Act, pursuant 
to which the application of General Gas Pipe Line Corporation wap filed, this 
Commission does not have unlimited jurisdiction, but a certificate of public con- 
venience and necessity is required to be obtained from the Commission only 
when a natural-gas company undertakes the construction or extension of facil- 
ities for the transportation of natural gas to a market in which natural gas is 
already being served by another natural-gas company ; 

The Commission orders: 

That the petition of The Baltimore and Ohio Railroad Company, The Chesa- 
peake and Ohio Railway Company, Erie Railroad Company, Louisville and 
Nashville Railroad Company, The New York Central Railroad Company, Norfolk 
and Western Railway Company, The Pennsylvania Railroad Company, Southern 
Railway Company, and The Virginian Railway Company to intervene and to 
become parties to this proceeding be and it is hereby denied; provided, however 
that The Baltimore and Ohio Railroad Company, The Chesapeake and Ohio 
Railway Company, Erie Railroad Company, Louisville and Nashville Railroad 
Company, The New York Central Railroad Company, Norfolk and Western 
Railway Company, The Pennsylvania Railroad Company, Southern Railway 
Company, and The Virginian Railway Company may participate in the hearing 
to be held in this proceeding on September 7, 1939, to the extent of introducing 
relevant and material evidence and may also make oral argument and file 
briefs. 
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Order denying intervention of the Baltimore and Ohio Railroad Company, 
Chicago and Eastern Illinois Railway Company, Chicago, Indianapolis ¢ 
Louisville Railway, Chicago, Milwaukee, St. Paul and Pacific Railroad Com- 
pany, IWinois Central Railroad Company, The Cleveland, Cincinnati, Chicago 
and St. Louis Railway Company, The New York, Chicago and St. Louis Rail- 
road Company, The Pennsylvania Railroad Company, Southern Railway 
Company, Wabash Railway Company, and granting privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G—123) 
September 5, 1939 


Upon petition filed August 16, 1939, by The Baltimore and Ohio Railroad 
Company, Chicago and Eastern Ilinois Railway Company, Chicago, Indianapolis 
& Louisville Railway, Chicago, Milwaukee, St. Paul and Pacific Railroad Com- 
pany, Illinois Central Railroad Company, The Cleveland, Cincinnati, Chicago 
and St. Louis Railway Company, The New York, Chicago and St. Louis Rail- 
road Company, The Pennsylvania Railroad Company, Southern Railway Com- 
pany, and Wabash Railway Company, praying for leave to intervene in this 
proceeding ; 

lt appearing to the Commission that: 

The above named petitioners are not engaged in the production, transmis- 
sion or distribution of natural gas nor do they presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition finds: 

That the participation of The Baltimore and Ohio Railroad Company, Chi- 
eago and Eastern Illinois Railway Company, Chicago, Indianapolis & Louis- 
ville Railway, Chicago, Milwaukee, St. Paul and Pacific Railroad Company, 
Illinois Central Railroad Company, The Cleveland, Cincinnati, Chicago and 
St. Louis Railway Company, The New York, Chicago and St. Louis Railroad 
Company, The Pennsylvania Railroad Company, Southern Railway Company, 
and Wabash Railway Company in this proceeding as interveners and parties 
thereto has not been shown to be necessary in view of the fact that under 
section 7 (c) of the Natural Gas Act pursuant to which the application of the 
General Gas Pipe Line Corporation was filed, this Commission does not have 
unlimited jurisdiction but a certificate of public convenience and necessity is 
required to be obtained from the Commission only when a natural-gas com- 
pany undertakes the construction or extension of facilities for the transporta- 
tion of natural gas to a market in which natural gas is already being served 
by another natural-gas company ; 

The commission orders: 

That the petition of The Baltimore and Ohio Railroad Company, Chicago 
and Eastern Illinois Railway Company, Chicago, Indianapolis & Louisville 
Railway, Chicago, Milwaukee, St. Paul and Pacific Railroad Company, Illinois 
Central Railroad Company, The Cleveland, Cincinnati, Chicago and St. 
Louis Railway Company, The New York, Chicago and St. Louis Railroad Com- 
pany, The Pennsylvania Railroad Company, Southern Railway Company, and 
Wabash Railway Company, to intervene and to become parties to this proceed- 
ing be and it is hereby denied; provided, however, that The Baltimore and 
Ohio Railroad Company, Chicago and Eastern Illinois Railway Company, 
Chicago, Indianapolis and Louisville Railway, Chicago, Milwaukee, St. Paul 
and Pacific Railroad Company, Illinois Central Railroad Company, The Cleve- 
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Jand, Cincinnati, Chicago and St. Louis Railway Company, The New York, 
Chicago and St. Louis Railroad Company, The Pennsylvania Railroad Com- 
pany, Southern Railway Company, and Wabash Railway Company may par- 
ticipate in the hearings to be held in this proceeding on September 7, 1939, to 
the extent of introducing relevant and material evidence and may also make 
oral argument and file briefs. 


Order denying intervention of Bituminous Coal Division, Department of the 
: Interior, and granting the privilege of participation 


General Gas Pipe Line Corporation 
(Docket No. G*123) 
September 5, 1939 


Upon petition filed on September 2, 1989, by the Bituminous Coal Division, 
Department of the Interior, praying for leave to intervene and to participate in 
this proceeding and to be accorded permission to introduce relevant and material 
evidence ; 

The Commission, upon consideration of said petition, finds: 

That the participation: of the Bituminous Coal Division, Department of the 
Interior, in this proceeding as an intervener and a party thereto has not been 
shown to be necessary, in view of the fact that, under section 7 (c) of the Natural 
Gas Act, pursuant to which the application of the General Gas Pine Line Cor- 
poration was filed, this Commission does not have unlimited jurisdiction, but a 
certificate of public convenience and necessity is required to be obtained from 
the Commission only when a natural-gas company undertakes the construction 
or extension of facilities for the transportation of natural gas to a market in 
which natural gas is already being served by another natural-gas company; 

The Commission orders: 

That the petition of the Bituminous Coal Division, Department of the Interior, 
to intervene in this proceeding, be and it is hereby denied; provided, however, 
that the said Bituminous Coal Division, Department of the Interior, may par- 
ticipate in the hearing to be held in this proceeding on September 7, 1939, to the 
extent of introducing relevant and material evidence, and may also make oral 
argument and file briefs. 


Order authorizing amendment of license (transmission line) 
The Arizona Power Corporation 
(Project No. 774) 


September 6, 1939 


Upon applications filed August 22, October 27, and November 30, 1938, by The 
Arizona Power Corporation, licensee for project No. 774, for amendment of 
license to provide for the construction, operation, and maintenance of portions 


of a proposed transmission line and a constructed transmission line affecting 
public lands of the United States; and 


It appearing to the Commission that: 
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(a) The application filed October 27, 1938, supersedes that filed August 22, 
1988, and covers a proposed line, which is an 11,000-volt type to extend from a 
connection with the existing Monte Cristo transmission line near the west quarter 
corner of sec. 19, T. 11 N., R. 4 W., to the Gallup Gold mine in lot 8, see. 28, T. 11 
N., R. 4 W., all in Gila and Salt River base and meridian, and will occupy a right- 
of-way 4.058 miles long, 0.396 mile of which, 50 feet wide, will be on vacant public 
lands of the United States; 

(b) The application filed November 30, 1988, covers a constructed line, known 
as the Wickenburg transmission line, which crossed certain patented lands for a 
distance of 2.429 miles, for use of which no charge was fixed in the license, 
but which were relinquished to the United States on July 11, 1988, since the 
issuance of the license, thereby increasing the total length of the project right- 
of-way over public lands pf the Unjted States, including the aforesaid 0.396 mile, 
to 33.226 miles; 

(c) The Acting Secretary for the Secretary of the Interior, has reported that 
the amendment of license, as hereinafter provided, will not interfere or be in- 
consistent with the purposes of any reservation or withdrawal of public lands 
under the administration of that Department ; 

The Commission, having considered the applications and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which any reservation or withdrawal 
affected thereby was created or acquired, nor will it alter any of the basic 
facts upon which the license was issued, nor require public notice; 

(2) That under the circumstances, the amount of annual charges now fixed 
in the license is too high, and, therefore, unreasonable, but the amount of annual 
charges hereinafter fixed to be paid by the licensee under the amended license 
for the purpose of reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands, is reasonable; 

(3) That exhibit K, sheet 3A (FPC No. 774-20), exhibit K (FPC No. 774-17), 
as revised December 14, 1938, and the specifications designated as exhibit M, filed 
as part of the applications, conform to the rules and regulations of the Commis- 
sion; and 

The Commission orders: 

(A) That the application filed August 22, 1938, be and it is hereby dismissed; 

(B) That the license be amended effective August 1, 1939, to provide for the 
inclusion therein of the parts of the aforesaid transmission lines affecting the 
public lands of the United States involved; ; 

(C) That the Regional Forester at Albuquerque, New Mexico, be desighated 
as the Commission's representative for supervising the operation and main- 
tenance of the project; 

(D) That the amount of annual charges specified in the license as amended 
as $157.01, be and it is hereby fixed at $5.00 for the purpose of reimbursing the 
United States for the costs of administration of Part I of the Act and $132.90 
for recompensing it for the use, occupancy, and enjoyment of its lands, effective 
as of the date of the amendment herein authorized, provided that the licensee 
shall pay back charges from July 11, 1938, to the effective date of this amend- 
ment, for the use of the land relinquished to the United States, such charge to 
be based on the rate of $4.00 per mile per annum, for 2.429 miles; 

(E) That the exhibits specified in finding (8) above be and they hereby are 
approved as part of the license as amended. 
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Order approving agreement 


Puget Sound Power & Light Company 


(Project ‘No. 943) 


September 6, 1939 


It appearing to the Commission that: 

(a) By a certain agreement executed September 9, 1938, by and between the 
United States of America and Puget Sound Power & Light Company granting 
to the United States for a term of not less than five years nor more than fifteen 
years rights necessary to enable the Bureau of Reclamation, Department of the 
Interior, to carry on fish trapping operations at the site of the dam at project 
No. 943 on the Columbia River, at Rock Island, in such manner as the agreement 
prescribes ; 

(b) Article 17 of the agreement recites that: “This agreement shall not 
become effective until it has been approved by the Federal Power Commission 
and the Chief of Engineers, and the Secretary of War of the United States and 
such agreement is evidenced by appropriate writing or writings addressed to and 
delivered to the Company” ; 

(c) Said agreement is not incompatible with the public interest ; 

The Commission orders: 

That the agreement hereinbefore referred to be and it hereby is approved. 


Order authorizing issuance of new license (minor) 
Albert J. Rupley 
(Project No. 975) 
September 6, 1939 


Upon application filed June 21, 1939, by Albert J. Rupley, for a new license for 
project No. 975, located near the town of Camino, Eldorado County, California, on 
Fresh Pond Creek, a tributary of South Fork American River, in the NE%4 section 
33, T. 11 N., R. 13 E., Mt. Diablo meridian, affecting lands of the United States 
within the Eldorado National Forest; and 

It appearing to the Commission that: 

(a) The project, which consists of a concrete diversion dam, 5 feet high and 30 
feet long, 483 feet of iron pipe, a 10 by 12-foot wood-frame power house, and 483 
feet of transmission line occupying the same right-of-way as the pipe line, has an 
installed capacity of 3 horsepower, and occupies an area of 0.04 acre of private 
lands and 0.51 acre of lands of the United States within the Bidorado National 
Forest ; ; 

(b) The original project license was issued by the Commission for a period of 
10 years terminating on July 8, 1989; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Eldorado 
National Forest, has recommended that the license be renewed as hereinafter 
provided ; 

The Commission, having considered the application and the project record, finds: 

(1) That the applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with all applicable state laws insofar as necessary 
to effect the purposes of such a new license; 
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(2) That no other application for the use of the lands or in conflict therewith is 
before the Commission ; 

(3) That the project does not affect any Government dam, nor will the issuance 
of a new license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself; 

(4) That a new license subject to and containing conditions as hereinafter pro- 
vided will not interfere or be inconsistent with the purposes for which the Eldorado 
National Forest was created or acquired ; 

(5) That the installed capacity of the project is less than 40 horsepower and 
the energy generated thereby is used for domestic lighting purposes; 

(6) That the amount of reasonable annual charges for the purpose of reim- 
bursing the United States for the costs of administration of Part I of the Federal 
Power Act is $5.00, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands is $5.00; 

(7) That the map, filed as part of the application and designated as exhibit 
¥ (FPC No. 975-1), conforms to the rules and regulations of the Commission ; 

(8) That in issuing the new license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the Act: 

“Section 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and to 
public notice; 6, insofar as it relates to public notice and to the acceptance and 
expression in the license of terms and conditions of the Act which are hereinafter 
waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 10 (d) ; 
10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways; 19; 20; 22; 
and 23 (a) ;” and 

The Commission orders: 

(A) That a new license effective July 8, 1939, be issued to the applicant for 
the operation and maintenance of the project on the lands of the United States 
affected thereby for a period ending July 8, 1949; 

(B) That the new license shall contain the usual conditions and provisions 
for licenses for such projects and the following special condition: 

The licensee shall install any screens required under the State law for the 
protection of fish; 

(C) That subject to the provisions of section 19 (e) of the Act, the amount of 
annual charges under the new license be and it hereby is fixed at $10.00; 

(D) That the map specified in finding (7) above be and it hereby is approved 
as part of the new license; 

(E) That in issuing the new license, the terms and conditions of Part I of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order denying application for rehearing 
The Montana Power Company 
(Projects Nos. 1407 and 5) 


September 6, 1939 


Upon application filed July 11, 1939, by The Montana Power Company, for a 
rehearing and abrogation of the findings and order of the Commission of June 13, 
1989, dismissing application for license for project No. 1407, and requiring that 


the transmission line involved be authorized by amendment to the license for 
project No. 5; and 
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It appearing to the Commission that: 

In its application The Montana Power Company claims, in substance, that the 
Commission erred in making and entering its order of June 13, 1939, denying 
application for license for the transmission line as a minor part only of a com- 
plete project, for the reasons that the order is: 

(1) Contrary to the uncontradicted evidence submitted by the applicant; 

(2) Not supported by substantial evidence; 

(3) Unreasonable, arbitrary, capricious, and constituting an abuse of the dis- 
cretion conferred upon the Commission by the Federal Power Act; 

Upon due consideration of the entire record in the case, including the applica- 
tion for rehearing, the Commission finds: 

That no new facts have been presented or alleged in the application for rehear- 
ing which would justify a rescission or revision of the Commission’s order of 
June 13, 1939, and no arguments or principles of law are stated in the application 
which were not fully considered by the Commission before it entered its order 
dismissing application for license for project No. 1407; and 

The Commission orders: 

That the application for rehearing in the matter of application for license for 
project No. 1407 be and it hereby is denied. 


Order authorizing issuance of license (major) 
Blachly-Lane County Cooperative Electric Association 
(Project No. 1488) 

September 6, 1939 


Upon application filed March 19, 1938, and later supplemented by Blachly-Lane 
County Cooperative Electric Association, of Blachly, Oregon, for license for the 
construction, operation, and maintenance of project No. 1488 on Lake Creek and 
affecting lands of the United States in Lane County, Oregon; and 

It appearing to the Commission that: 

(a) The project consists of a rock-filled, timber-crib dam, 6.5 feet high and 120 
feet long, a 26-inch diameter wood-stave pipe line 3,470 feet long, a 24-inch 
diameter steel penstock 368 feet long, a powerhouse with installed capacity of 
225 horsepower and provision for an additional generating unit of equal capacity, 
and 47 miles of 7,200-volt power lines, as shown on certain exhibits hereinafter 
specified ; 

(b) The project, exclusive of power line right-of-way, occupies 2.84 acres of 
revested Oregon and California Railroad lands of the United States, and the 
powerline occupies a right-of-way 50 feet wide for a distance of 1.123 miles 
across similar lands, also shown on certain exhibits hereinafter specified ; 

(c) The project was constructed and placed in operation November 7, 1988, 
after advice from the Commission that pre-license construction and use of the 
aforesaid power line crossing lands of the United States would not prejudice 
consideration of an application for license ; 

(d) The Acting Secretary for the Secretary of the Interior has reported that 
the project does not interfere nor is it inconsistent with the purpose of any 
reservation or withdrawal of public lands under the administration of that 
Department ; 

(e) The Assistant Secretary for the Secretary of Commerce has recommended 
that the applicant be required to install and maintain at its own expense a suit- 
able screen to prevent the entry of fish into the intake diversion ; 
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The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a non-profit cooperative association organized under 
the laws of the State of Oregon and has submitted satisfactory evidence of 
compliance with all applicable State laws insofar as necessary to effect the 
purposes of a license for the project ; 

(2) That no other application for a similar project or in conflict with the 
present application is before the Commission ; 

(3) That the project does not affect any Government dam or navigable water 
of the United States ; 

(4) That under the circumstances, the project is best adapted to a compre- 
hensive plan for the improvement and utilization of water-power development 
and for other beneficial public uses, including recreational purposes ; 

(5) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes of any reservation or withdrawal of public 
lands of the United States, nor will it affect the development of any water 
power resources for public purposes which should be undertaken by the United 
States itself; 

(6) That the installed capacity of the project is 225 horsepower and the energy 
generated thereby is used for rural electrification purposes ; 

(7) That the amount of annual charges to be paid under license for the 
purpose of reimbursing the United States for the costs of administration of Part 
I of the Federal Power Act and for recompensing it for the use, occupancy, and 
enjoyment of its lands within the project area, including the power line right- 
of-way, is reasonable as hereinafter fixed and specified ; 

(8) That in acordance with section 10 (d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to be 
paid into and held in amortization reserves are reasonable as hereinafter speci- 
fied ; 

(9) That the exhibits filed as part of the application as supplemented and 
designated as exhibits J (FPO No. 1488-1), C. & F. (FPC No. 1488-2), and 
Blachly-Lane County Cooperative Electric Association Oregon-2-Lane Construc- 
tion Plan (FPC Nos. 1488-3 and 4), respectively, conform to the rules and 
regulations of the Commission ; and 

The Commission orders: 

(A) That upon receipt of evidence from the Hydroelectric Commission of the 
State of Oregon that the applicant is authorized to appropriate the water used 
by the project, a license be issued to the applicant for the construction, operation, 
and maintenance of the project for a period of 50 years from November 7, 1938, 
subject to the provisions of the Act and the rules and regulations of the Com- 
mission thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provision: “The licensee 
shall install and maintain at its own expense a suitable screen to prevent fish 
from entering the intake of the power conduit” ; 

(C) That the license shall provide that, after the first 20 years of operation 
of the project, 6 percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings in accordance 
with the provisions of section 10 (d) of the Act, for the establishment and 
maintenance of amortization reserves to be held until the termination of the 
license, or in the discretion of the Commission, to be applied from time to time 
in reduction of the net investment in the project, and one-half of all surplus 





APPENDIX—ORDERS 587 


earnings in excess of 6 per cent per annum received in any calendar year shall 
be paid into and held in such amortization reserves ; 

(D) That subject to the provisions of section 10 (e) of the Act, the annual 
charges under the license shall be: = 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, 1 cent per horsepower on 225 horsepower installed 
eapacity, plus 2% cents per 1,000 kilowatt-hours of energy generated by the 
project during the preceding fiscal year ended June 30; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, including the power line right-of-way, within the 
project area, $9.46; 

(E) That the exhibits specified in finding (9) above be and they are hereby 
approved as part of the license. 


Order accepting surrender of licenses 
Buzzard Hill Mine, Inc. 
(Projects Nos. 1158 and 1166) 
September 6, 1939 


It appearing to the Commission that: 

(a) The project works for projects Nos. 1158 and 1166 are not being main- 
tained and operated and state water permits under which operation could be 
carried on have been revoked on the application of the company; 

(bv) The licensee by letter dated September 4, 1938, informed the Assistant 
Regional Forester at San Francisco of its intention to surrender licenses for 
the projects, and returned the license instruments to that office on June 8, 
1989 ; 

(c) The Acting Regional Forester, Forest Service, has reported that both 
the Buzzard Hill and the Independence Mines served by the projects covered in 
the licenses have been tied up in court proceedings for the past two years and 
that neither mine is in operation; 

The Commission, having considered the project records, finds: 

That acceptance of such surrender of licenses would be appropriate under 
the conditions hereinafter specified; and 

The Commission orders: 

That surrender of the licenses for projects Nos. 1158 and 1166 be accepted, 
upon condition that the licensee remove all project structures and restore the 
lands of the United States involved to a condition satisfactory to the Regional 
Forester, United States Forest Service, at San Francisco, 


Order authorizing issuance of license (minor) 
Cal-Ore Mining and Development Company 
(Project No. 1585) 

September 6, 1939 


Upon application filed May 5, 1939, by Cal-Ore Mining and Development Com- 
pany of Grants Pass, Oregon, for license for a constructed minor project located 
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on the South Fork of Galice Creek, a tributary of the Rogue River in Josephine 
County, Oregon, entirely upon lands of the United States within the Siskiyou ~ 
National Forest; and 

It appearing to the Commission that: 

(a) The project consists of a log-crib, rock-filled diversion dam, a water 
conduit constructed and used primarily for placer mining purposes, a short 
section of 6-inch pipe line tapping the aforesaid conduit, a frame powerhouse, 
and a transmission line 4,033 feet long, as shown on the exhibits hereinafter 
specified ; 

(bv) The project, including the transmission line right-of-way, occupies 10.45 
acres of lands of the United States in secs. 2, 3, and 10, T. 35 S., R. 8 W., 
Willamette meridian, within the Siskiyou National Forest, as also shown on 
the exhibits hereinafter specified ; : 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision of 
the Siskiyou National Forest, has recommended that a license be issued for 
the project as hereinafter provided; 

(d) The Assistant Secretary for the Secretary of Commerce has reported 
that there is no present need for fish protection at the project site; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the applicant is a corporation orgar‘zed under the laws of the 
State of Oregon and has submitted satisfactory evidence of compliance with 
all applicable State laws insofar as necessary to effect the purposes of such 
a license; 

(2) That no other application affecting the aforesaid lands or in conflict 
therewith is before the Commission ; 

(3) That the project does not affect any Government dam nor will the 
issuance of a license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for 
which the Siskiyou National Forest was created or acquired; 

(5) That the installed capacity of the project is about 5 horsepower operating 
under a discharge of 0.388 second-feet and a gross head of 140 feet and the 
power generated thereby is used for lighting and.incidental purposes ; 

(6) That the amount of reasonable annual charges under the license for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its aforesaid lands is $5.00; 

(7) That the map and specifications submitted as part of the aforesaid appli- 
cation and designated as exhibit F (F. P. C. No. 1585-1) and exhibit G, respec- 
tively, conform to the rules and regulations of the Commission ; 

(8) That in issuing the license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the Act: 
“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to the approval of plans by the Chief of Engineers and the Secretary of War 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the license of terms and conditions of the Act which 
are hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation 
reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to 
fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value ;” and 
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The Commission orders: 

(A) That a license for a period of 10 years be issued to the applicant for 
the operation and maintenance of the project on the lands of the United 
States affected thereby ; * 

(B) That tke license shall contain the usual conditions and provisions for 
licenses for similar projects; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it hereby is fixed at $5.00; 

(D) That the map and specifications designated in finding (7) above be and 
they hereby are approved as part of the license; 

(E) That in issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order authorizing issuance of new license (minor) 
The Cloverdale Mines Company 
(Project No. 979) 
September 6, 1939 


Upon application filed June 22, 1939, by The Cloverdale Mines Company, for 
renewal of license for project No. 979, located in the vicinity of Rainbow Lakes, 
on Lake Creek, Custer County, Colorado, in sec. 11, T. 46 N., R. 11 E., New Mexico 
principal meridian, affecting lands of the United States within the San Isabel 
National Forest; and 

It appearing to the Commission that: 

(a) The project, which consists of a small concrete diversion dam, 2 feet high 
and 15 feet long, 2,008 feet of wood and steel pipe, a 20 by 30 foot powerhouse 
having installed capacity of less than 100 horsepower, and a transmission line 
about 2,600 feet long, occupies an area of approximately 1.59 acres, and the 
transmission line right-of-way is 50 feet wide and 0.50 mile long, all on lands of 
the United States within the San Isabel National Forest; 

(b) The original project license was issued by the Commission for a period of 
10 years and terminated on June 5, 1939; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the San 
Isabel National Forest, has recommended that the license be renewed as herein- 
after provided ; 

The Commission, having considered the application and the project record, finds: 

(1) That the applicant is a corporation organized under the laws of the State of 
Colorado, and has submitted satisfactory evidence of compliance with all applica- 
ble state laws insofar as necessary to effect the purposes of such a new license; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(3) That the project does not affect any Government dam, nor will the issuance 
of a new license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself ; 

(4) That a new license subject to and containing provisions as hereinafter 
provided will not interfere or be inconsistent with the purposes for which the 
San Isabel National Forest was created or acquired; 
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(5) That the installed capacity of the project is less than 100 horsepower and 
the energy generated thereby is used for seasonal mining operations of the 
licensee ; 

(6) That the amount of reasonable annual charges for the purposes of reim- 
bursing the United States for the costs of administration of Part I of the Federal 
Power Act is $5.00, and for recompensing it for the use, occupancy, and enjoyment 
of its lands is $5.00; 

(7) That the map submitted with the application and designated as exhibit F 
(FPC No. 979-2) conforms to the rules and regulations of the Commission ; 

(8) That in issuing the new license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the Act: 
“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates to 
the approval of plans by the Chief of Engineers and the Secretary of War and to 
public notice; 6, insofar as it relates to public notice and to the acceptance and 
expression in the license of terms and conditions of the Act which are hereinafter 
waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 10 (d); 
10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 
23 (a) ;” and 

The Commission orders: 

(A) That a new license effective June 6, 1939, be issued to the applicant for the 
operation and maintenance of the project on the lands of the United States affected 
thereby for a period ending June 6, 1949; 

(B) That the new license shall contain the usual conditions and provisions for 
licenses for such projects; and the special provision that the licensee shall install 
any screens required under the state law for the protection of fish ; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount of 
armual charges under the new license be and it hereby is fixed at $10.00; 

(D) That the map specified in finding (7) above be and it hereby is approved 
as part of the new license; 

(E) That in issuing the new license, the terms and conditions of Part T of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order granting permission under balance sheet instruction 6-H 
Indiana & Michigan Electric Company 
September 6, 1939 


Upon application of Indiana & Michigan Electric Company filed July 7, 1989, 
pursuant to the provisions of paragraph E of balance sheet accounts—instruction 
6, of the Commission’s Uniform System of Accounts, for permission to amortize 
over a future period the unamortized debt discount and expense and call premiums 
of certain bond issues proposed to be called for redemption prior to their maturity 
dates; 

It appearing that: 

(a) The bond issues proposed to be redeemed, the principal amount of each 
issue, the amount of unamortized debt discount and expense applicable thereto 
as of June 1, 1939, and the call premium to be paid on each issue are as follows: 





APPENDIX—ORDERS 591 


amount | in unamortized 
of bonds | debt discount and | 
retired or expense account 

| 

| 


Call 


| 
Principal Balance remaining 
| 
| premium 


- | redeemed as of June 1, 1939 | 


First and Refunding Mortgage Gold Bonds 5% Series, 
due Mar. 1, 1955: | 
Redeemed $11, 283. 000 $1, 233, 883. 80 $451, 320. 00 
Purchased and Retired 8, 241, 000 (990, 510. 00) 
Total....- 19, 524, 000 243, 373. 80 | 451, 320. 00 
First Mortgage Fifty-Year, 5%. Gold Bonds, due Aug. | | 
1, 1957: | 
 ccricinitiasmnidiisensamanh ae eee 5, 959, 000 231, 987. 91 476, 720. 00 


25, 483, 000 | 475,361.71 | 928, 040.00 


(b) Applicant will have on its books of account unamortized debt discount 
and expense and redemption discount in the sum of $243,373.80 net, as of June 
1, 1939, representing the unamortized debt discount and expense and the redemp- 
tion discount applicable to the first and refunding mortgage gold bonds 5% 
series, due March 1, 1935, and the sum of $231,987.91, unamortized debt discount 
and expense applicable to the first mortgage fifty-year 5% gold bonds, due August 
1, 1957, which are proposed to be called for redemption and retired on or before 
September 1, 1939, and August 1, 1989, respectively ; 

(c) In order to redeem the bond issues listed in (a) above, and for other 
purposes, the applicant proposes to issue and sell the following securities as 
listed below: 





Par or Premium 
New issues stated | less com- Net proceeds 
amount | mission 





First Mortgage Bonds 34% series, due 1969 (to be sold at | 
103 less commission of | 442 of 1%) i $22, 500,000 | $597,656.25 | $23, 097, 656. 25 
Ten-Year Note—234% (due in 10 installments of $200,000 
each)... 4 : : aa 
Common Stock—150,716 shares, stated value $13.27 per 


2, 000, 000. 00 





597,656.25 | 27,097, 656. 25 


(d) The Public Service Commission of Indiana, by order dated May 18, 1939, 
and the Michigan Public Service Commission, by order dated May 24, 1939, have 
required that applicant write off against surplus 1,000,000/25,500,000ths of the 
unamortized discount and expense and that the balance be amortized over a 
five-year period beginning June 1, 1939, as indicated below: 


To be amor- 
Unamor- |Tobecharged| tized over 
Particulars tized against 5-year period 
balance surplus | from 
June 1, 1939 


Unamortized debt discount and expense—First and Refunding | 
Mortgage Gold Bonds, 5% series, due Mar, 1, 1955 $243, 373. 8 $9, . 
First Mortgage Fifty-Year, 5% Gold Bonds, due Aug. 1, 1957_. 231, 987 , 097. 57 | 222 


$233, 829. 73 


Ein atacknscantaketenadasen eahgknermaiiaeicn in ‘ 475, 361.7 18, 641. 64 
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The aforesaid orders of the Public Service Commission of Indiana and the 
Michigan Public Service Commission further provide that the remainder of 
the unamortized debt discount and expense shall be written off over a five-year 
period at the rate of $3,897.16 and $3,714.84, respectively, per month, for the 
two old issues, which total $91,344.00 annually ; 

The orders of the state commissions further provide that $36,400 of the call 
premiums of the old issues (1,000,000/25,500,000ths approximately) totaling 
$928,040, shall be charged against surplus immediately and that the balance of 
$891,640 shall be written off at the rate of $2,881.23 per month ($34,574.76 
annually) for the first 10 years from June 1, 1939, and thereafter for the 
remaining 20 years at the rate of $2,274.55 per month ($27,294.60 annually) ; 

(e) Applicant seeks permission to amortize the balance remaining in the 
unamortized debt discount and expense account as of June 1, 1939, in the amount 
of $456,720.07 and to amortize the balance of premiums in the amount of $891,640 
proposed to be paid on account of the redemption of the issues to be retired, 
in conformity with the aforesaid orders of the Public Service Commission of 
Indiana and the Michigan Public Service Commission, respectively, dated May 
18, 1939, and May 24, 1939; 

(f) Paragraph E of balance sheet accounts—instruction 6 of this Commis- 
sion’s Uniform System of Accounts, provides that such unamortized debt dis- 
count expense or premium be charged to Account 414, Miscellaneous Debits to 
Surplus, when obligations are redeemed, unless the permission of this Commis- 
sion be obtained to amortize the amounts thereon over a period subsequent 
to the date of redemption. 

The Commission, having considered said application and other matters of 
record finds: 

(1) That the applicant owns and operates facilities for the transmission of 
electric energy in interstate commerce and for the sale of electric energy at 
wholesale in interstate commerce, and is a public utility within the meaning 
of the Federal Power Act; 

(2) That the refunding of the bond issues in question will reduce the annual 
interest charges of the applicant by a substantial amount; 

(3) That the anticipated savings in annual interest charges would be suffi- 
cient to amortize the unamortized debt discount expense and call premiums 
within a period of less than five years; 

(4) That the proposed accounting treatment of debt discount expense and 
call premiums, as set out in (d) above, and as approved by the Publie Service 
Commission of Indiana and the Michigan Public Service Commission, is not the 
cnly recognized accounting treatment, nor necessarily the most approved treat- 
ment of the items mentioned, but if such permission is not obtained from this 
Commission the applicant may be required to keep more than one set of 
accounting records, which requirements would be opposed to the benefits and 
advantages which flow from uniformity in public utility accounting. 

Therefore, the Commission orders: 

(A) That with respect to the unamortized debt discount and call premiums 
in the amount of $1,348,360.07, as of June 1, 1939, appertaining to the bond 
issues listed in (a) above, permission be and is hereby granted to said appli- 
eant to amortize the said unamortized debt discount expense and call premiums 
thereon in accordance with the orders of the Public Service Commission of 
Indiana and the Michigan Public Service Commission, dated, respectively, May 
18, 1989, and May 24, 1939; 

(B) That the permission herein granted shall not be construed as a finding 
by this Commission adopting exclusively the accounting procedure herein auth- 
orized nor of the reasonableness of the said charges, should the same arise in 
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any proceeding affecting the rates, charges, practices, rules, regulations, and 
tariffs of the applicant ; 

(C) That the accounting procedure herein sanctioned shall not be construed 
as creating a precedent by this Commission in the future consideration of ques- 
tions incident to accounting for items of the nature herein presented. 


Order granting permission to reclassify applicant’s electric plant accounts as of 
January 1, 1938 


Orange and Rockland Electric Company 
September 12, 1939 


Upon application of the Orange and Rockland Electric Company, dated August 
10, 1939, for permission to make the entries necessary to reclassify its electric 
plant accounts as of January 1, 1938, in lieu of January 1, 1937, the date pro- 
vided for in electric plant accounts instructions 2—A and 2—D of the Commission’s 
Uniform System of Accounts ; 

It appearing to the Commission that: 

(a) The applicant has previously filed with this Commission its original cost 
study, with proposed entries applicable to its electric plant accounts as of Janu- 
ary 1, 1937, as required by electric plant accounts instruction 2—D of the Com- 
mission’s Uniform System of Accounts; 


(b) The applicant is presently engaged in reclassifying its electric plant ac- 
counts as of January 1, 1938, in compliance with requirements promulgated by 
the Public Service Commission of New York; 

(c) The applicant now seeks permission of this Commissior, in conformity 


with the requirements of the Public Service Commission of New York, to file 
revisions to its said original cost studies, heretofore filed, using January 1, 1938, 
as the effective date thereof; 

The Commission finds: 

That good cause exists for granting to said applicant its request that it make 
the necessary entries to reclassify its electric plant accounts as of January 1, 
1938, in lieu of January 1, 1937, as required by electric plant accounts instructions 
2—A and 2—D of this Commission's Uniform System of Accounts; 

The Commission, having considered said application and other matters of 
record, orders: 

(A) That the Orange and Rockland Electric Company reclassify its electric 
plant accounts as of January 1, 1988, in lieu of January 1, 1987, as required by 
electric plant accounts instructions 2—A and 2-D of this Commission’s Uniform 
System of Accounts ; 

(B) That the Orange and Rockland Electric Company file with this Commission 
on or before October 15, 1939, such revisions in its previously filed original cost 
studies as may be necessary to comply with the provisions of paragraph (A) 
hereof. 


Order confirming and approving rate schedules 
In re Bonneville. project, Columbia River, Oregon-Washington 
(Docket No. IT-5519) 


September 13, 1939 


The Acting Administrator of the Bonneville project, having prepared certain 


schedules of rates and charges and general terms and conditions pertaining 
324886—43—Vol. 2 41 
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thereto, hereinafter collectively referred to as rate schedules, with respect to 
the sale of electric energy produced at said project as provided in the Act 
of Congress approved August 20, 1937, Public, No. 329, 75th Congress, herein- 
after referred to as the Bonneville Act, and having submitted said rate sched- 
ules for confirmation and approval by the Commission ; 

It appearing to the Commission that: 

(a) By order adopted June 8, 1938, the Commission confirmed and approved 
Wholesale Power rate schedules A-1, B-1, C-1 and D-1, and the General Terms 
and Conditions and Definitions pertaining thereto; 

(b) By order adopted July 29, 1938, the Commission confirmed and approved 
modifications of said Wholesale Power rate schedules A-1, B-1, C-1 and D-1, 
as to the sale and disposition of temporary power for experimental purposes, 
said modifications extending only until October 31, 19388; ; 

(c) By order adopted December 20, 1938, the Commission confirmed and 
approved Wholesale Power rate schedule E-1, covering the sale and disposi- 
tion of temporary power for experimental purposes for an indeterminate period of 
time terminating not later than December 31, 1939; 

(d) On July 22, 1939, the Acting Administrator of the Bonneville Project 
filed with the Commission rate schedules designated as Wholesale Power rate 
schedules A-2 and C-2, Optional Wholesale rate schedule F-1, Wholesale Energy 
rate schedule H-1, and General Terms and Conditions pertaining to rate 
schedules, such rate schedules canceling and superseding Wholesale Power 
rate schedules A-1, B-1, C-1 and D-—1 heretofore confirmed and approved 
by order of the Commission; said rate schedules, as filed with the Commis- 
sion on July 22, 1939, were withdrawn by the Acting Administrator of the 
Bonneville project on August 3, 1939, before action of the Commission thereon ; 

(e) On August 3, 1939, the Acting Administrator of the Bonneville project 
filed with the Commission new rate schedules, also designated as Wholesale 
Power rate schedules A-2 and C-2, Optional Wholesale rate schedule F-=1, 
Wholesale Energy rate schedule H-1, and General Terms and Conditions per- 
taining to rate schedules; such rate schedules cancelling and superseding Whole- 
sale rate schedules A-1/ B-1, C-1 and D-1, and General Terms and Conditions 
and Definitions heretofore confirmed and approved by the order of the Com- 
mission of June 8, 1938; 

(f) The Commission, by letters dated July 28 and August 3, 1939, enclosing 
copies of the proposed new rate schedules, invited the comments of the gov- 
ernors and state regulatory bodies of the States of Oregon and Washington, 
and other interested parties, and thereafter gave full consideration to all 
replies received therefrom; and further caused public notice of the filing 
of said rate schedules to be inserted in the Federal Registers of August 2, 
1939, and August 12, 1939; 

The Commission, having considered the rate schedules filed with the Com- 
mission by the Acting Administrator of the Bonneville project on August 3, 
1939, being designated as Wholesale Power rate schedules A-2 and C-—2, 
Optional Wholesale Power rate schedule F-1, Wholesale Energy rate schedule 
H-1, and General Terms and Conditions pertaining to rate schedules and 
having due regard for the purposes of the Bonneville Act, as set forth therein, 
and based upon present available information and data pertinent thereto, 
finds: 

(1) That Wholesale Power rate schedule A-2, replacing Wholesale Power 
rate schedules A-1 and B-1, retains the basic rate for “at site” prime power 
of fourteen and one-half dollars ($14.50) net per year per kilowatt of billing 
demand but eliminates a rate schedule for “at site” secondary power; 
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(2) That Wholesale Power rate schedule C-2, replacing Wholesale Power 
rate schedules C-1 and D~—1, retains the basic rate for transmission system 
prime power of seventeen and one-half dollars ($17.50) net per year per kilo- 
watt of billing demand but eliminates-a rate schedule for transmission system 
secondary power; said Wholesale Power rate schedule C-2 retains a provision 
under which public bodies or cooperatives purchasing their entire energy re- 
quirements from the Bonneville Administrator will be permitted a developmental 
period of two years during which period monthly bills rendered shall not exceed 
five (5) mills multiplied by the number of kilowatt-hours delivered for the 
month ; 

(3) That Optional Wholesale rate schedule F—1 covers the sale of prime power 
and provides for a demand charge of 75 cents net per month per kilowatt of 
billing demand and an energy charge of 2.5 mills net per kilowatt-hour de- 
livered; said rate schedule contains a provision under which public bodies or 
cooperatives purchasing their entire energy requirements from the Bonneville 
Administrator will be permitted a developmental period of two years during 
which monthly bills rendered shall not exceed five (5) mills multiplied by the 
number of kilowatt-hours delivered for the month; 

(4) That Wholesale Energy rate schedule H-1 covers the sale of dump energy 
under restricted circumstances, at a rate of 2.5 mills net per kilowatt-hour 
delivered ; 

(5) That the General Terms and conditions filed with the Commission on 
August 3, 1939, contain, among other changes, a provision that purchasers con- 
tracting for service under rate schedule F-1 shall have the option of being 
served, under an appropriate new contract for the remainder of the original 
contract term, under either rate schedule A-2 or C-2, whichever is applicable; 

(6) That the said Wholesale Power rate schedules A-2 and C-2, Optional 
Wholesale Power rate schedule F—1, Wholesale Energy rate schedule H-1, and 
the General Terms and Conditions pertaining to rate schedules, as filed with 
the Commission on August 3, 1939, represent a development of the rate policy 
of the project heretofore approved, are in keeping with the purposes of the 
Bonneville Act, and should be confirmed and approved by the Commission ; 

The Commission orders: 

(A) That the rate schedules, designated as Wholesale Power rate schedules 
A-2 and C-2, Optional Wholesale Power rate schedule F-1, Wholesale Energy 
rate schedule H-1, and the General Terms and Conditions pertaining to rate 
schedules, as filed with the Commission on August 3, 19389, all being attached 
hereto and made a part hereof, be and the same are hereby confirmed and 
approved, to be effective on and after September 18, 1939; 

(B) That said rate schedules may be modified from time to time by the 
Administrator, subject to confirmation and approval by the Federal Power 
Commission. 


Concurring opinion 
In re Bonneville Project, Columbia River, Oregon-Washington 


(Docket No. IT-5519) 


Scorr, CoMMISSIONER (concurring) : 

Cognizant that rate making is a continuous process, I concur in the ap- 
proval and confirmation of the proposed rate schedules only with the hope 
that they will be considered an initial step in the eventual evolution of a per- 
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manent rate policy for the Bonneville project, and that reappraisal of the 
schedules herein approved, in the light of subsequent operating experience, 
would appear desirable in order to assure the accomplishment of the intent 
of Congress expressed in the Bonneville Act. 


DEPARTMENT OF INTERIOR—BONNEVILIE ADMINISTRATOR 
SCHEDULE OF RATES AND CHARGES 
Wholesale power rate schedule A-2 (at site prime power) 


Availability—This schedule covers prime power delivered at the bus bars 
of the Bonneville project power plant, or at such point or points adjacent 
thereto, as may be designated by the administrator, available either for resale 
or direct consumption, to public bodies, cooperatives, and private agencies and 
persons; provided, however, that power sold to any private person or agency 
other than a privately owned public utility engaged in selling electric energy 
to the general public shall not be resold to any private utility engaged in 
selling electric energy to the general public. 

Power under this schedule made available for direct consumption shall be 
consumed within fifteen miles of the Bonneville project power plant, and 
power under this schedule made available for resale shall remain available 
only to a purchaser the principal part of whose load is consumed within fifteen 
miles of the Bonneville project power plant. 

Character of service—Power delivered hereunder shall be 3-phase, standard 
60-cycle power at a nominal voltage of 13,800 volts, or such other type of 
service as may be available. 

Rate.—Power sold under this schedule shall be at the rate of fourteen and 
one-half dollars ($14.50) net per year per kilowatt of billing demand. 

Minimum charge.—The net minimum monthly charge for service under this 
schedule shall be one-twelfth (42) of fourteen and one-half dollars ($14.50) 
per kilowatt of contract demand. 

Contract demand.—Each ‘contract for the sale of power under this schedule 
shall specify the amount of power in kilowatts that the administrator is obligated 
to deliver to the purchaser. This amount of power in kilowatts shall be termed 
the contract demand. 

Delivery of power in excess of the contract demand, either with or without 
the consent of the Administrator, shall not obligate the Administrator to make 
future deliveries of power in excess of the contract demand. 

Billing demand.—The billing demand shall be the contract demand or the 
actual demand as determined in the following paragraph, whichever is higher; 
provided, however, that the billing demand for any month shall not be less than 
the highest actual demand which occurred during the immediately preceding 
eleven months. 

Whenever power is delivered to the purchaser at a weighted monthly average 
power factor of 0.85, or more, the actual demand for the month shall be defined 
as the average kilowatt delivery during the 30-minute interval in which the 
consumption of energy is the greatest during the month. Whenever such monthly 
weighted average power factor is less than 0.85, then the actual demand shall 
be determined by taking 0.85 of the average kilowatt delivery for the 30-minute 
interval in which the consumption of energy is greatest during the month, and 
dividing this amount by the weighted monthly average power factor. However, 
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the administrator shall not be obligated under the terms of this schedule to 
deliver power to the purchaser at any time at a power factor below 0.80. 

Billing.—Bills shall be rendered monthly on the basis of one-twelfth (42) of 
the annual rate. °3 

General provisions.—Sales of power under this schedule shall be pursuaft to 
contracts which shall be subject to the provisions of the Bonneville Act and the 
general terms and conditions, as applicable at the time of execution of the 
contract. 


Wholesale power rate schedule C—2 (transmission system prime power) 


Availability —This schedule covers prime power delivered from the Bonneville 
transmission system at points to be designated by the administrator, available, 
either for resale or direct consumption, to public bodies, cooperatives, and private 
agencies and persons; provided, however, that power sold to any private persons 
or agency other than a privately owned public utility engaged in selling electric 
energy to the general public shall not be resold to any private utility engaged in 
selling electric energy to the general public. 

Character of service—Power delivered hereunder shall’ be three-phase, standard 
60 cycles, or such other type of service as may be available. 

Power shall be delivered hereunder at such locations and voltages as the 
administrator may deem advisable in view of the prospective loads and other 
pertinent conditions. 


Rate.—Power sold under this schedule shall be at the rate of seventeen and 
one-half dollars ($17.50) net per year per kilowatt of billing demand. Provided 
that public bodies or cooperatives to whom this schedule is available, purchasing 
their entire energy requirements from the Bonneville administrator, will be per- 


mitted a developmental period of two years, commencing with the date service 
is first rendered, during which period monthly bills rendered shall not exceed 
five (5) mills multiplied by the number of kilowatt hours delivered for the month. 

Minimum charge.—The net minimum monthly charge for service under this 
schedule shall be one-twelfth (42) of seventeen and one-half dollars ($17.50) per 
kilowatt of contract demand, except in the case of customers entitled to the five- 
mill developmental rate referred to above. 

Contract demand.—Each contract for the sale of power under this schedule 
shall specify the amount of power in kilowatts that the administrator is obli- 
gated to deliver to the purchaser. This amount of power in kilowatts shall be 
termed the contract demand. 

Delivery of power in excess of the contract demand, either with or without 
the consent of the administrator, shall not obligate the administrator to make 
future deliveries of power in excess of the contract demand. 

Billing demand.—The billing demand shall be the contract demand or the actual 
demand as determined in the following paragraph, whichever is higher; provided, 
however, that the billing demand for any month shall not be less than the highest 
actual demand which occurred during the immediately preceding eleven months. 

Whenever power is delivered to the purchaser at a weighted monthly average 
power factor of .85 or more, the actual demand for the month shall be defined 
as the average kilowatt delivery during the 30-minute interval in which the con- 
sumption of energy is the greatest during the month. Whenever such monthly 
weighted average power factor is less than .85, then the actual demand shall be 
determined by taking .85 of the average kilowatt delivery for the 30-minute 
interval in which the consumption of energy is greatest during the month, and 
dividing this amount by the weighted monthly average power factor. However, 
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the administrator shall not be obligated under the terms of this schedule to 
deliver power to the purchaser at any time at a power factor below .80. 
Billing.—Bills shall be rendered monthly on the basis of one-twelfth (42) of 
the annual rate. 
General provisions.—Sales of power under this schedule shall be pursuant to 
contracts which shall be subject to the provisions of the Bonneville Act and the 
general terms and conditions, as applicable at the time of execution of the contract. 


Optional wholesale power rate schedule F-1 (prime power) 


Availability—tThis schedule covers prime power, delivered at points to be 
designated by the Administrator, available, either for resale or direct con- 
sumption, to public bodies, cooperatives, and private agencies and persons; 
provided, however, that power sold to any private person or agency other 
than a privately owned public utility engaged in selling electric energy to 
the general public shall not be resold to any private utility engaged in selling 
electric energy to the general public. 

Character of service-——Power delivered hereunder shall be 3-phase, standard 
60 cycles, or such other type of service as may be available. 

Power shall be delivered hereunder at such locations and voltages as the 
Administrator may deem advisable in view of the prospective loads and other 
pertinent conditions, 

Rate.—Power shall be sold under this schedule at the following rate: 
Demand charge: 75 cents net per month per kilowatt of billing demand. 
Energy charge: 2.5 mills net per kilowatt-hour delivered. 

Provided that public bodies or cooperatives to whom this schedule is avail- 
able, purchasing their entire energy requirements from the Bonneville Ad- 
ministrator, will be permitted a developmental period of two years com- 
mencing with the date service is first rendered, during which period monthly 
bills rendered shall not exceed five (5) mills multiplied by the number of 
kilowatt-hours delivered for the month. 

Minimum charge.—Except in the case of customers entitled to the five-mill 
developmental rate referred to above, the total net minimum monthly charge 
for service under this schedule shall be 75 cents per month per kilowatt of 
contract demand, but not less than 75% of the highest demand charge billed 
during the preceding eleven months. The Administrator may also require 
a minimum guaranteed load factor except in the case of public bodies and 
cooperatives taking all their requirements under this rate schedule. 

Contract demand.—Each contract for the sale of power under this schedule 
shall specify the amount of power in kilowatts that the Administrator is 
obligated to deliver to the purchaser, This amount of power in kilowatts 
shall be termed the contract demand. 

Delivery of power in excess of the contract demand, either with or without 
the consent of the Administrator, shall not obligate the Administrator to 
make future deliveries of power in excess of the contract demand. 

Billing demand.—tThe billing demand shall be the contract demand or the 
actual demand as determined in the following paragraph, whichever is higher; 
provided, however, that in the case of public bodies and cooperatives taking 
all their power requirements under this rate schedule the billing demand 
shall be the actual demand. 

Whenever power is delivered to the purchaser at a weighted monthly aver- 
age power factor of 0.85, or more, the actual demand for the month shall be 
defined as the average kilowatt delivery during the 30-minute interval in 
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which the consumption of energy is the greatest during the month. Whenever 
such monthly weighted average power factor is less than 0.85 then the actual 
demand shall be determined by taking 0.85 of the average kilowatt delivery 
for the 30-minute interval in which the consumption of energy is greatest 
during the month, and dividing this amount by the weighted monthly average 
power factor. However, the Administrator shall not be obligated under the 
terms of this schedule to deliver power to the purchaser at any time at a 
power factor below 0.80. 

Billing.—Bills shall be rendered monthly. 

General provisions.—Sales of power under this schedule shall be pursuant to 
contracts which shall be subject to the provisions of the Bonneville Act and 
the General Terms and Conditions, as applicable at the time of execution of 
the contract. . 


Wholesale energy rate schedule H-1 (dump energy) 


Availability.—This schedule covers dump energy delivered at points to be desig- 
nated by the Administrator, available, either for resale or direct consumption, 
to public bodies, cooperatives, and private agencies and persons; provided, how- 
ever, that energy sold to any. private person or agency other than a privately 
owned public utility engaged in selling electric energy to the general public shall 
not be resold to any private utility engaged in selling electric energy to the 
general public; provided, further, that energy will be available under this sched- 
ule only in cases where the Administrator determines that the purchaser main- 
tains available generating facilities or has firm standby contracts or other sources 
of energy satisfactory to the Administrator ample to supply its requirements 
when dump energy is not available. 

Character of service—Power delivered hereunder shall be 3-phase, standard 
60 cycles, or such other type of service as may be available. 

Power shall be delivered hereunder at such locations and voltages as the 
Administrator may deem advisable in view of the prospective loads and other 
pertinent conditions. 

Delivery of dump energy is .not assured. The Administrator shall be the sole 
judge of whether and when dump energy will be delivered, and, if delivered, the 
umount thereof. 

In the event that the dump energy to be delivered is insufficient to supply 
the requirements of all purchasers thereof, the Administrator shall, in his sole 
discretion, designate the purchasers to whom such dump energy shall be delivered 
and the amount thereof to be delivered to each such purchaser. 

Rate.—Energy shall be sold under this schedule at two and one-half (2.5) 
mills net per kilowatt-hour delivered. 

Minimum charge—If it is necessary for the Government to install extra 
equipment or extra capacity for the purpose of delivering dump energy, the 
contract for the sale thereof shall provide a minimum charge sufficient, in the 
judgment of the Administrator, to protect the Government from loss due to 
the installation of such extra equipment or extra capacity. 

Energy delivered—Whenever energy is delivered to the purchaser at a 
weighted monthly average power factor of 0.85, or more, billing shall be based 
upon the number of kilowatt-hours registered by the-metering equipment. When- 
ever the monthly weighted average power factor is less than 0.85, then the 
energy shall be determined by taking 0.85 of the kilowatt-hours delivered and 
dividing this amount by the monthly weighted average power factor. However, 
the Administrator shall not be obligated under the terms of this schedule to 
deliver power to the purchaser at any time at a power factor below 0.80. 
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Billing.—Bills for energy shall be rendered monthly. 

General provisions.—Sales of power under this schedule shall be pursuant to 
contracts which shall be subject to the provisions of the Bonneville Act and the 
General Terms and Conditions, as applicable at the time of execution of the 
contract. 


General terms and conditions 


Sale of power by the Government under all rate schedules shall be subject 
to the following general terms and conditions: 

Conservation of natural resources.—Power generated at the Bonneville project 
power plant shall not be available to purchasers whose plants or operations, 
in the judgment of the Administrator, would detract from the scenic beauties 
of the Columbia River Gorge, or the waste products from whose plants or 
operations would harm or destroy the fish or other aquatic life of the Colum- 
bia River, or otherwise pollute the water of such river. 

Measurement of demand, energy, and power factor—Demand, energy, and 
power factor measurements shall be made by suitable instruments at loca- 
tions designated by the Administrator. In the event that power is metered 
at some location other than the point of delivery, suitable adjustment shall 
be made by the Administrator of the amounts of power determined at such 
location so that the adjusted amounts will, as nearly as possible, equal the 
actual quantities of power delivered. 

The purchaser shall permit the use of its available housing and other facili- 
lies for the Government’s metering equipment. 

The Government shall, without charge to the purchaser, furnish, install, and 
maintain the necessary meters for measuring the amount of power furnished 
to the purchaser. Should these meters fail, the amount of power delivered 
will be estimated by the Administrator from the best information available, 
and such estimate shall, for billing purposes, have the same force and effect 
as an exact meter reading. 

Meter tests—The Administrator shall, not less frequently than once each 
year, make periodical tests and inspection of the metering equipment installed 
by him. At the request of the purchaser, the Administrator shall make addi- 
tional tests or inspections of such equipment in the presence of representatives 
of the purchaser. The cost of such additional tests shall be paid by the pur- 
chaser if the percentage of error is found to be less than 2% slow or fast. 

In the event any test or inspection made by the Administrator shows the 
metering equipment to be inaccurate by more than 2% slow or fast, an ad- 
justment, based upon the inaccuracy found, shall be made in the purchaser’s 
bill for service rendered since the beginning of the monthly billing period 
immediately preceding the monthly billing period during which the test or in- 
spection was completed, or for the actual period of incorrect billing if such 
period can be definitely established, but in no case for a period exceeding 3 
mouths. 

Purchaser’s lines and equipment.—All lines, substations, and other electrical 
facilities (except metering equipment installed by the Administrator), located 
on the purchaser’s side of the delivery point, shall be furnished, installed, and 
maintained by the purchaser unless otherwise provided by contract. 

All lines and equipment must conform to applicable state and local regula- 
tions, and to accepted modern practice, as exemplified by the requirements of 
the national electrical safety code and the national electric code. 

The Administrator shall have the right, but shall not be obligated, to in- 
spect purchaser's electric installation at any time, and may reject any wiring 
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or equipment that does not conform to the standards hereinbefore specified. 
But such inspection, or failure to inspect, or to reject, shall not render ‘the 
Government, its officers, agents, or employees, liable or responsible for any 
loss, damage, or accident resulting from defects in such electric installation, 
or for violation of the contract of which these terms and conditions are a 
part. 

Purehaser’s responsibility for Government's property.—All meters and other 
facilities furnished by the Administrator shall be and remain the Government’s 
property, and the right to remove, replace, or repair such meters and other 
facilities is expressly reserved. The purchaser shall exercise due care to pro- 
tect the Government’s property on purchaser’s premises. In the event of loss 
or damage to the Government’s property caused by purchaser’s negligence, the 
cost of necessary repairs or replacement shall be paid by purchaser. 

The purchaser shall be liable for any damage to the Government's facilities 
caused by the purchaser’s operation. 

Right of access—The Administrator shall have access to purchaser’s premises 
at all reasonable times for the purpose of reading meters, and for testing, repair- 
ing, renewing, exchanging, or removing any or all equipment installed by the 
Administrator and for the purpose of inspecting purchaser’s lines and equip- 
ment. 

Billing.—Bills for power for each month shall be rendered on or before the 
tenth day of the succeeding month. In the event that the billing is for a frac- 
tion of a month, the Administrator shall make an appropriate adjustment of 
the charges, against the purchaser, for such period. All bills shall be payable 
at the office of the Administrator within fifteen days from the date of the bill; 
the fifteenth day shall be the due date; provided, however, that if the fifteenth 
day be a Sunday or a holiday, the following business day shall then become the 
due date. 

Failure to receive a bill shall not release the purchaser from liability for pay- 
ment. If payment is not made on or before the close of business on the due 
date a penalty of two percent (2%) of the bill rendered will be added and the 
Administrator may, at any timethereafter, and after giving ten days advance 
notice in writing, discontinue service until all past due bills are paid. Remit- 
tances received by mail after the due date will be accepted by the Government, 
without penalty, provided payment was mailed on or before the due date as evi- 
denced by the postmark. 

Discontinuance of service, as herein provided, shall not relieve the purchaser 
of its liability for the agreed monthly payment during the period of time service 
is so discontinued. 

Optional rates.—Upon written application to the Administrator, any purchaser 
who has contracted for service under rate schedule F-1 shall have the option 
of being served, under an appropriate new contract for the remainder of the 
original contract term, under either rate schedule C-2 or A-2, whichever is ap- 
plicable. In case the purchaser exercises this option, the “contract demand” 
shall remain the same as under the original contract, unless the purchaser and 
Administrator otherwise agree, and the “actual demands” established under the 
F-1 rate shall be used in the determination of “billing demands” under the newly 
elected rate, in the same manner that they would have been used had the pur- 
chaser created them under the newly elected rate schedule. 

Interruption of service——The Government will furnish service, as agreed upon, 
continuously, so far as reasonable diligence will permit; but neither the Govern- 
ment, its officers, agents, or employees, shall be liable for damages, if, for any 
reason, suspension of the operation of the Government’s generation and trans- 
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mission system serving the purchaser, or any part thereof, interferes with the 
delivery of power to the purchaser, nor shall such an interruption constitute 
a breach of contract on the part of the Government. 

The Government will, whenever possible, give reasonable notice of any pre- 
determined interruption to purchaser’s service. The monthly charge of each 
purchaser whose use of power is interrupted, or curtailed to less than his con- 
tract demand, shall be reduced by an appropriate amount. 

Additional loads.—No change shall be made in a purchaser’s operations that 
may cause its actual demand materially to exceed its contract demand, without 
permission of the Administrator. However, unless incorporated in the contract 
for service, such permission shall not constitute an increase in the contract 
demand. 

Additions to, or material changes in the characteristics of the load, made 
without permission of the Administrator, shall render the purchaser liable for 
any damage caused by such additions or changes, and to cancellation of the 
contract. 

Voltage fluctuations caused by purchaser.—Electric service shall not be used 
in such a manner as to cause objectionable voltage fluctuations or other elec- 
trical disturbances at the Bonneville project power plant or on the Bonneville 
transmission system. The Administrator may require the purchaser, at its own 
expense, to install such suitable apparatus as will reasonably limit fluctuations 
and disturbances when such fluctuations and disturbances are determined to be 
objectionable by the Administrator. 

Balancing of loads.—Purchasers of three-phase power shall, at all times, 
take and use power in such manner that the load at the point of delivery will 
not be unbalanced between phases more than ten percent. In the event any 
three-phase load is unbalanced more than ten percent, the Administrator re- 
serves the right to require the purchaser, at its own expense, to make the neces- 
sary changes to correct such condition; or the Administrator may, in his deter- 
mination of billing demand, assume that the load on each phase is equal to the 
greatest load on any phase. 

Point of delivery—Power shall be delivered to each purchaser at a point or 
points to be designated by the Administrator. If service is rendered to a pur- 
chaser from more than one substation, or if power is delivered at more than one 
voltage at the same substation, the purchaser shall be billed separately for each 
power delivery, unless otherwise specifically provided in the contract in cases 
where delivery at more than one point or voltage, or both, is advantageous te 
the Government. 

Notice of trouble——The purchaser shall notify the Administrator immediately 
of any defect, trouble, or accident which may, in any way, affect the delivery 
of power by the Government to such purchaser. 

Contracts.—Contracts entered into for the sale of power are subject to all 
provisions of the Bonneville Act. 

Section 5 (a) of said Act provides as follows: 

“Subject to the provisions of this Act and to such rate schedules as the Fed- 
eral Power Commission may approve, as hereinafter provided, the Administrator 
shall negotiate and enter into contracts for the sale at wholesale of electric 
energy, either for resale or direct consumption, to public bodies and cooperatives 
and to private agencies and persons. Contracts for the sale of electric energy 
to any private person or agency other than a privately owned public utility 
engaged in selling electric energy to the general public, shall contain a pro- 
vision forbidding such private purchaser to resell any of such electric energy 
so purchased to any private utility or agency engaged in the sale of electric 
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energy to the general public, and requiring the immediate canceling of such 
contract of sale in the event of violation of such provision. Contracts entered 
into under this subsection shall be binding in accordance with the terms thereof 
and shall be effective for such period or periods, including renewals or exten- 
sions, as may be provided therein, not exceeding in the aggregate twenty years 
from the respective dates of the making of such contracts. Contracts entered 
into under this subsection shall contain (1) such provisions as the Administrator 
and purchaser agree upon for the equitable adjustment of rates at appropriate 
intervals, not less frequently than once in every five years, and (2) in the case 
of a contract with any purchaser engaged in the business of selling electric 
energy to the general public, the contract shall provide that the Administrator 
may cancel such contract upon five years’ notice in writing if in the judgment 
of the Administrator any part of the electric energy purchased under such con- 
tract is likely to be needed to satisfy the requirements of the said public 
bodies or cooperatives referred to in this Act, and that such cancelation may be 
with respect to all or any part of the electric energy so purchased under said 
contract to the end that the preferential rights and priorities accorded public 
bodies and cooperatives under this Act shall at all times be preserved. Con- 
tracts entered into with any utility engaged in the sale of electric energy to 
the general public shall contain such terms and conditions, including among 
other things stipulations concerning resale and resale rates by any such utility, 
as the Administrator may deem necessary, desirable, or appropriate to effectuate 
the purposes of this Act and to insure that resale by such utility to the ultimate 
consumer shall be at rates which are reasonable and nondiscriminatory. Such 
contract shall also require such utility to keep on file in the office of the Ad- 
ministrator a schedule of all its rates and charges to the public for electric 
energy and such alterations and changes therein as may be put into effect by 
such utility.” 

Federal Power Commission—Schedules of rates and charges for electric 
energy produced at the Bonneville project and sold to purchasers shall become 
effective only after confirmation and approval by the Federal Power Commis- 
sion. Subject to confirmation and approval by the Federal Power Commission 
such rate schedules may be modified from time to time by the Administrator. 

Definitions —The terms appearing in the “Schedules of Rates and Charges” 
and in the “General Terms and Conditions” shall have the following meanings, 
unless it clearly appears from the context that a different meaning was 
intended : 

Administrator.—The Bonneville Power Administrator, or such other depart- 
ment, agency, or official authorized by law to perform functions now performed 
by the Administrator, or any of their authorized agents. 

At site—At the Bonneville project powerhouse, or points adjacent thereto. 

Bonneville project——The dam, locks, power plant, and appurtenant works at 
Bonneville, Oregon, and North Bonneville, Washington. 

Cooperative and cooperatives.—Any form of non-profit-making organization 
or organizations of citizens supplying, or which may be created to supply, mem- 
bers with any kind of goods, commodities, or services, as nearly as possible 
at cost. 

Dump energy.—Energy which from time to time may be generated by the 
project from water which otherwise would be wasted, and which is not needed 
to supply actual demands under contracts for prime power. 

Energy.—Electric energy, measured in kilowatt-hours. 

Government.—The United States of America, represented by the Bonneville 
Administrator, unless it appears from the context that it was used to designate 
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the United States of America represented by some other official, department, 
or agency. 

Kilowatt.—The rate of power generation, or delivery, equal to approximately 
1.341 horsepower (44,253 foot-pounds per minute). 

Kilowatt-hour.—The amount of energy generated or delivered in one hour, 
when delivery is at a constant rate of one kilowatt. 

Power—tThe rate of transferring or transforming energy measured in 
kilowatts. 

Power factor.—The ratio of kilowatts to kilowatt-amperes. 

Prime power.—The kilowatt output capacity that is estimated by the Admin- 
istrator to be available at the Bonneville project power plant whenever the 
flow in the Columbia River at the Bonneville project power plant site is less 
than 800,000 c. f. s. ; 

Public bodies.—States, public power districts, counties, and municipalities, 
including agencies or subdivisions of any thereof. 

This schedule cancels the general terms and conditions confirmed and 
approved June 8, 1938. 


Order modifying approval of transfer of license 
Kentucky Utilities Company 
(Project No. 539) 
September 15, 1939 


It appearing to the Commission that: 

(a) By its order of March 1, 1939, the Commission approved transfer of 
license for project No. 539 from the present Kentucky Utilities Company to a 
prospective Kentucky Utilities Company, a Kentucky corporation, to result 
from the consolidation of Kentucky Utilities Company, licensee, and Lexington 
Utilities Company, another Kentucky corporation, which order provided that it 
would not become final unless and until it was established to the satisfaction of 
the Commission, within 90 days of the date of the order, that the agreement of 
consolidation had been duly executed, filed, and recorded to accomplish full 
compliance with Kentucky law regarding creation of the consolidation and that 
the conditions in all prior orders relative to prior transfer of the license had 
been complied with; 

(b) A joint application as amended for approval of the consolidation filed 
by Kentucky Utilities Company and Lexington Utilities Company with the 
Securities and Exchange Commission pursuant to the Public Utility Holding 
Company Act of 1935, which makes such approval a condition precedent to a 
consolidation, is still pending ; 

4c) Under the circumstances, an extension of the 90-day period referred ‘to 
above will not be incompatible with the public interest ; 

The Commission orders: 

That its order of March 1, 1939, approving transfer of license for project No. 
589, be modified with reference to the time within which the Commission must 
be satisfied of the execution, filing, and recording of the agreement of consolida- 
tion between the Kentucky Utilities Company and Lexington Utilities Com- 
pany to accomplish full compliance with the Kentucky law regarding the creation 
of said consolidated corporation and of the compliance with the conditions in 
all prior orders relative to prior transfer of said license, said time be extended 
for a period of ninety days after receipt by the companies of the approval of 
the agreement of consolidation by the Securities and Exchange Commission. 
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Order authorizing amendment of license (major) 
Sitka Wharf & Power Co., Inc. 
(Project No. 408) 
September 15, 1939 


Upon application filed April 12, 1988, by Sitka Wharf & Power Co., Inc., of 
Sitka, Alaska, for amendment of license for project No. 408 to provide for certain 
proposed changes and additions in the project facilities hereinafter described, 
partly affecting lands of the United States within the Tongass National Forest; 
and 

It appearing to the Commission that: 

(a) The proposed changes are to: 

(i) Construct a large timber diversion dam at the intake of the present pipe 
line to replace the old dam at this point; 

(ii) Reconstruct and enlarge a portion of the pipe line from 42 inches to 54 
inches, and replace another portion by a 5-foot by 7-foot tunnel 270 feet long; 

(iii) Construct a new bridge for supporting a section of the pipe line from the 
outlet end of the tunnel across Medvetcha River ; 

(iv) Construct two 36-inch surge pipes near the lower end of the pipe line; 

(v) Construct an additional section of powerhouse with about 210 horsepower 
installed capacity when operating at 80-percent power factor; 

(vi) Construct a substation for stepping up the voltage of the powerhouse 
generator from 2,300 volts to 11,950 volts; 

(vii) Reconstruct the present transmission line from the powerhouse to the 
town of Sitka by increasing the line insulation, by adding a neutral wire, by 
transposing the telephone wires at suitable points to eliminate inductive inter- 
ference from the power line, and by placing proper protection on the telephone 
line ; 

(viii) Interconnect with this hydroelectric plant a 200-horsepower Diesel elec- 
tric unit now owned jointly by the licensee and others; 

(b) The above changes are more particularly shown on the following exhibits 
filed with the application as part thereof, or filed supplementary thereto on 
August 24, 1938; Exhibits J, sheet 1 (FPC No. 408-1); K, sheet 1 (FPO No. 
408-2) ; L, sheets 1, 2, 3, 4, 5, and 6 (FPC Nos. 408-3, 4, 5, 6, 7, and 8, respectively) ; 
and M; 

(c) The effect of the proposed changes will be to supply sufficient pondage to 
operate the old and new units at full capacity, unity power factor, and 60 percent 
load factor for about 94.5 percent of the time instead of for 90 percent of the 
time; to raise the transmission line voltage from 6,900 volts to 11,950 volts; to 
make standby capacity available in times of emergency; to allow for more com- 
plete development of the present project; and to meet the increased demand for 
power ; 

(d) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Tongass. 
National Forest, has recommended that the amendment of license be granted as 
hereinafter provided ; 

(e) The Acting Secretary for the Secretary of the Interior has reported that 
the amendment will not interfere or be inconsistent with the purpose of any 
reservation or withdrawal of public lands under the administration of that 
Department ; 
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The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Tongass National Forest or any 
reservation or withdrawal of public lands affected thereby were created or ac- 
quired, nor will it alter any of the basic facts upon which the license was issued, 
nor require public notice; 

(2) That the power capacity of the project, as proposed, based on an estimated 
90 percent time flow of 100 c. f. s. and on an estimated average head of 72 feet, 
will be 560 horsepower, but the installed capacity as limited by the electrical 
machinery operating at 80 percent power factor will be 430 horsepower ; 

(3) That under the circumstances, the amount of annual charges now fixed in 
the license is too low, and therefore, unreasonable, but the amourit of annual 
charges hereinafter fixed to be paid by the licensee under the amended license for 
the purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act and for reimbursing it for the use, occupancy, and 
enjoyment of its lands, including the transmission line right-of-way, is reasonable; 

(4) That the exhibits described in paragraph (b) above conform to the rules 
and regulations of the Commission ; and 

The Commission orders: 

(A) That the license for project No. 408 be amended as of the date thereof to 
provide for the proposed changes and additions as described in paragraph (a) 
above; . 

(B) That the license as amended shall contain the following special conditions 
and provisions: 

(1) In case a license for a more complete development of this project is granted, 
such license should contain provisions safeguarding the present licensee in his 
rights to divert 130 cubic feet of water per second: Provided, That should an ap- 
plicant for a license for a more complete development so elect, he may be required, 
during the term of the present license, in lieu of releasing said 130 cubic feet of 
water, to furnish the licensee, upon such terms and under such conditions as the 
Commission may direct, four hundred thirty continuous electrical horsepower, or 
of such part thereof, and at such time as the present licensee may demand, and 
the licensee shall accept this provision in lieu of one hundred thirty cubic feet of 
water hereinbefore mentioned ; 

(2) For the purpose of determining the stage and flow of the stream from 
which water is to be diverted for the operation of the project works, the licensee 
shall install and maintain staff or recording gages in the reservoir and in the 
tailrace of the power plant; shall maintain such existing gaging stations and/or 
install and maintain such new stations above and below the reservoir as the Com- 
mission may deem necessary ; and shall provide for the required readings of such 
gages and the adequate rating of said station or stations ; 

(3) The licensee shall install and maintain standard meters adequate for the 
determination of the amount of electrical energy generated by the project works. 
The number, character, and location of gages, meters or other measuring devices, 
and the method of operation thereof may be altered from time to time, if necessary, 
to secure adequate determinations, but such alteration shall not be made except 
with the approval of the Commission or its authorized representatives or upon the 
specific direction of the Commission. The installation of gages, the rating of 
gaging stations, and the determination of flow thereat shall be under the super- 
vision of, or in cooperation with, the Forest Service, and the licensee shall advance 
to the Forest Service the amounts estimated to be necessary for such supervision 
or cooperation for such periods as may be mutually agreed upon. The licensee 
shall keep accurate and sufficient records of the foregoing determinations to the 
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satisfaction of the Commission, and shall make return of such records annually, at 
such time and in such form as the Commission may prescribe ; 

(4) The licensee shall commence construction of the aforesaid project works 
within six months from the date of issuance of the amendment of license and 
shall thereafter prosecute such construction in good faith and with the due dili- 
gence, and shall complete the same on or before December 31, 1942; 

(C) That subject to the provisions of section 10 (e) of the Act, the licensee shall 
pay the following annual charges under the license as amended: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the installed capacity 
of 430 horsepower plus two and one-half (2%) cents per 1,000 kilowatt-hours of 
energy generated by the project during the fiscal year ended June 30, preceding 
submission of a bill therefor by the Commission; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $100; 

(D) That the exhibits specified in paragraph (b) above be and they hereby are 
approved as part of the license as amended. 


Determination under section 24 
State of Arizona 
(Docket No. DA-56—Arizona ) 
September 19, 1939 


Upon application filed February 10, 1939, on behalf of the State of Arizona, 
for a determination under section 24 of the Federal Power Act for State ex- 
change selection under section 8 of the Taylor Grazing Act of the following 
described lands: Gila and Salt River meridian, Arizona, T. 6 S., R. 18 E., see. 
8, S% of 84, area: 160 acres; and it appearing from the application and the 
record pertaining thereto, that: 

(a) The lands lie adjacent to Aravaipa Creek and were withdrawn in Power 
Site Reserve No. 602, dated April 14, 1917, and in Water Power Designation No. 5, 
dated February 9, 1917; 

(b) The State of Arizona proposes to select the lands under authority of sec- 
tion 8 of the Act of June 28, 1934 (48 Stat. 1269), as amended by Act of June 26, 
1936 .(49 Stat. 1976), for exchange purposes ; 

(c) The value of the lands for power purposes is for possible conduit location 
and their exchange with reservation of power rights to the Government will not 
materially injure their power value; 

The Commission determines: 

That the value of the above-described lands will not be injured or destroyed 
for the purpose of power development by location, entry, or selection under the 
public land laws, subject to the provisions of section 24 of the Federal Power Act. 


Order granting permission under balance sheet instruction 6-E 
Pennsylvania Power & Light Company 
September 19, 1939 


Upon application of Pennsylvania Power & Light Company, filed July 19, 1939, 
pursuant to provisions of paragraph E of balance sheet accounts, instruction 6, 
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of the Commission’s Uniform System of Accounts, for permission (i) to amortize 
ratably over a 30-year period the balance of unamortized debt discount and 
expense and call premiums of certain securities issued in 1931 (which securities 
the applicant proposes to call for redemption prior to their maturity date) ; and 
(ii) to continue to amortize over a similar future period the balance of un- 
amortized debt discount and expense and the call premiums applicable to the 
applicant’s own and underlying securities retired through the 1931 refinancing; 

It appearing that: 

(a) The securities to be redeemed, the principal amount thereof, the amount 
of debt discount and expense applicable to said issues remaining unamortized 
as of May 31, 1939, and the amount of premium to be paid thereon upon call, 
are as follows: 





Unamortized debt discount, expense, 
and call premiums 


Retired Sain 
issues 1931 issues 


Gold debenture, series A (6%, due Dec. 1, 1950 ($10,000,000)) _ 
First mortgage gold bonds, 4444% series, due Apr. 1, 1981: 
Principal amount to be redeemed ($121,000,000) 
Held by the public ($102,000,000)___............--..... 
Held by Lehigh Power Securities Corporation 
($19,000,000) 
Redemption premium or discount to be paid— | 
On principal amount of $102,000,000 (premium) - - - eo $4, 590, 000 
On principal amount of $19,000,000 (discount) (1, 330, 000) $3, 260, 000 


Balance of unamortized D. D. and expense: 


Carried in plant and property accounts 


| 7, 272, 166.46 } 12, 727, 439. 94 








Proposed charge to surplus (deduct) 7.39. e 127, 185. 80 1, 972, 753. 19 
Proposed charge to income (deduct) ‘ 60, 601. 39 106, 062. 00 





4, 564, 245. 6, 084, 379. 27 | 10, 648, 624. 75 





Carried in unamortized D. D. and expense accounts as of 
May 31, 1939 2, 597, 598.83 | 1, 326, 536. 76 3, 924, 135. 59 


14, 572, 760. 34 


Totals: 
Principal amount to be redeemed ($131,000,000) 
Amount of call premiums to be paid (net) -- 3, 260,000.00 | 3, 260, 000. 00 
Amount of unamortized debt discount and expense. -- 7, 161, $44. 31 | 7, 410,916.03 | 14, 572, 760. 34 








7, 161, 844. 31 | 10, 670, 916. 03 17, 832, 760. 34 


(b) In order to redeem the securities listed in (@) above, the applicant pro- 
poses to issue and sell the following: 


First Mortgage Bonds, 344% series due Aug. 1, 1969 $95, 000, 000 
Debentures, 444%, due Aug. 1, 1974 28, 500, 000 
Notes, 254% (bank loan)’ 8, 500, 000 


Total 132, 000, 000 

(c) Paragraph E of balance sheet accounts, instruction 6, of the Commission’s 
Uniform System of Accounts provides that when redemption of one issue or 
series of bonds or other long-term obligations is financed by another issue or 


1To be retired at rate of $850,000 annually. 
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series before the date of maturity of the first issue, any unamortized discount, 
expense or premium on the first issue and any premium paid or discount earned 
on reacquirement shall be debited or crédited, as appropriate, to account 414, 
miscellaneous debits to surplus, or account 401, miscellaneous credits to surplus, 
provided, however, that if the applicant desires to amortize any of the discount, 
expense, or premium associated with the issuance or redemption of the first issue 
over a period subsequent to date of redemption, the permission of the Com- 
mission must be obtained; 

It further appearing that: 

(d) The applicant has amortized only a portion of the debt discount and ex- 
pense applicable to the securities issued in 1931 and likewise has been writing 
off in part only unamortized discount and expense and call premiums on its 
own and underlying issues retired as a result of the refinancing in 1931; 

(e) Unamortized debt discount and expense and call premiums actually 
shown as such by the applicant’s accounts prior to any transfers from the 
plant and property accounts for the period from April 1, 1931, to May 31, 1939, 
are summarized as follows: 


Retired 
issues 


1931 issues | Total 
| 





ss 
Unamortized debt discount and expense ee to com- 
pany ’s awn issues : jxeee “ 2, 714, 733. 07 st, 585, 089 42 | $4, 2090, 822. 49 
Underlying issues ‘ —_— | 246, 396. 65 \-- - /“ ae 65 
Call premiums applicable to company’s own ‘issues. : (') en 
Underlying issues (net) --- . | 142,761.95 }....-- a 12 61. 95 


Total of above ?__._-. . be i | 3, 103, 891. 67 1, 585, 089. 42 | 4, 688, 981. 09 
Deduct amounts amortized to May 31, 1939, pro rata over | 
50-year period (4/1/31 to 4/1/81) | 3506, 202. 84 3 258, 552. 66 764, 845. 50 
Balance unamortized at May 31, 1939, carried in unamortized | 
debt discount and expense, before transfer from plant and 


property account ; | % 597, 598. $3 | 1, 326, 596.76 | 3, 924, 135. 59 


1 Included in amounts carried to plant and property account. 
2 As of Apr. 1, 1931. 
3 Distribution to issues pro rata on basis of total for retired issues and 1931 issues, 


(f) The amounts of debt discount and expense and call premiums (appli- 
cable to the retired issues and the 1931 issues) carried in plant and property 
accounts as of May 31, 1939, are as follows: 





Particulars Retired issues| 1931 issues 


Discount on $100,000,000 par amount of new bonds covered by 
Mentz agreement of Apr. 1, 1928. $7, 000, 000. 00 1$7, 000, 000. 00 
Call premiums. ... _.1$3, 576, 460. eo ..-..--| 3,576, 460, 00 
Duplicate interest from | Apr 1, 1931, on retired issues_.....---| 1, 498, 643. 57 |_- | 1, 498, 643. 57 
Commission to Electric Bond & Share Co. dittlectbnedactie 350, 000. 00 350, 000. 00 
Sundry expenses, taxes, etc 66, 055. 49 | 68, 367. 97 134, 423. 46 
Debt discount and expense of East Penn Electric Co. not 
included in purchase entry hi 434, 955. 23 | 434, 955. 23 
Additional items recorded by Legh Power Securities Cor- 
poration: | 
Legal expenses... scacaspebeneussasccess | 78, 564. 63 | 78, 564. 63 
Other expenses and fees woes —_ 81, 314. 30 | 40, 289. 00 121, 603. 30 
Premium and interest on bonds retired - | 37, 409. . 37, 409. 55 
Accrued interest to date of sale and interest on sale pro- } | | 
ceeds... . r | yearn 1(265, 055. 14) 
Interest earnings on redemption funds. : | 1239, 564. 66)) .. | 1(239, 564. 66) 


Net total before proposed transfer | 5, 455, 273. 48 | 7, 272, 166.46 |12, 727, 439 94 





1 Denotes red figures. 


324886—43— Vol. 2-42 





610 FEDERAL POWER COMMISSION 


(g) The applicant proposes as of May 31, 1939, to make entries transferring 
from plant and property accounts, an amount of $12,727,439.94, of which 
$10,648,624.75 will be carried to unamortized debt discount and expense; $1,972,- 
753.19 will be written off against surplus and $106,062.00 will be charged against 
current income, as shown below: 








| Retired issues} 1931 issues 





Unamortized debt discount and expense, call premiums, etc., 
to be transferred from plant and property account . ..|$5, 455, 273. 48 |$7, 272, 166. 46 |$12, 727, 439. 94 
Proposed disposition—chargeable to '— 
Surplus 845, 567.39 | 1, 127,185.80 | 1,972, 753.19 
a Sf | ee re ereree reer 45, 460. 61 | 60, 601. 39 106, 062. 00 
To be transferred to unamortized debt discount and expense_- - 4, 564, 245. 48 | 6, 084, 379. 27 | 10, 648, 624. 75 
iesent Retasemiinetan ES bapa bapiachhtmpeeiedebees conenn} 5, 455, 273. 48 7, 272, 166.46 | 12,727, 439. 94 








1Expired portion to May 31, 1939, on basis of 50 years from Apr. 1, 1931. 
Note.— Distribution has been made to issues prorata on basis of total for retired issues and 1931 issues. 


(h) The balance sheet of applicant as of May 31, 1939, after writing off 
against surplus and current income $2,078,815.19 of the $12,727,439.94 of debt 
discount and expense and call premiums carried in the plant and property 
accounts, shows an earned surplus of $964,036.84 which is insufficient to absorb 
the unamortized debt discount, expense and call premiums in connection with 
proposed refunding and, therefore, applicant seeks permission to amortize the 
balance of the debt discount and expense and the call premium remaining un- 
amortized at the date of redemption of the securities issued in 1931 ratab'y 
over the 30-year life of the refunding first-mortgage bonds, 314% series; 

The Commission, having considered said application and other matters of 
record, finds that: 

(1) The applicant owns and operates facilities for the transmission of 
electric energy in interstate commerce and for the sale of electric energy at 
wholesale in interstate commerce and is a public utility within the meaning 
of the Federal Power Act; 

(2) The inadequacy of applicant’s earned surplus would not justify charg- 
ing off, as of the date of redemption of the securities issued in 1931, the bal- 
ance of unamortized debt discount, expense, and call premiums associated with 
securities previously retired and on those being retired ; 

(3) The proposed accounting treatment of unamortized discount, expense, 
and call premiums requested by applicant as set out in (h) above, is not the 
only recognized accounting treatment; 

(4) The net savings to result from the proposed refinancing will be suffi- 
cient to amortize the balance of the unamortized debt discount, expense, and 
call premiums over a twenty (20) year period; 

(5) In this case the applicant should be permitted to amortize the balance 
cf unamortized debt discount, expense, and call premiums on the security 
issues previously retired and on those being redeemed over a specified num- 
ber of years; 

The Commission orders: 

That permission be and is hereby granted to said applicant to amortize the 
balance of unamortized debt discount and expense and call premiums in the 
amount of $17,832,760.34 applicable to the security issues previously retired 
and on those being redeemed over a period not exceeding twenty (20) years 
beginning with the date the securities issued in 1931 are called for redemption. 
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Order permitting intervention of People’s Counsel to the Public Service Commis- 
sion of Maryland 


Safe Harbor Water Power Corporation 


(Docket No. IT—5494) 
September 19, 1939 


On July 14, 1939, the Commission ordered that a public hearing be held in the 
above matter on September 18, 1939, but subsequently postponed the hearing date 
to October 9, 1939, to enable the Commission to determine (1) whether the agree- 
ment under which the Safe Harbor Corporation sells all its electric energy vio- 
lates any of the provisions of Parts I and III of the Federal Power Act or any rule, 
regulation or order of the Commission thereunder; (2) whether any rates and 
charges made or received by the Safe Harbor Corporation for the sale of electric 
energy to the Consolidated Gas Electric Light and Power Company of Baltimore 
end the Pennsylvania Water and Power Company under the agreement of June 1, 
1931, which is designated on the Commission’s records as “Safe Harbor Water 
Power Corporation rate schedule F. P. C. No. 1,” or any rules, regulations, and 
practices pertaining to such charges, are unjust, unreasonable, or unduly discrim- 
inatory; and (3) what just and reasonable rates should be made effective and fix 
them by order in this matter; 

It appearing to the Commission that: 

(a) On September 12, 1939, the People’s Counsel to the Public Service Commis- 
sion of Maryland petitioned to intervene in this pending proceeding; 

(b) The petition states that this proceeding will affect the Consolidated Gas 
Electric Light and Power Company of Baltimore and any reduction in costs for 
wholesale power purchased from the Safe Harbor Corporation by said company, 
er any other reductions in its operating costs will affect the interests of its 
consumers in Maryland; 

(c) The People’s Counsel to the Public Service Commission of Maryland is a 
representative of an interested State and interested consumers within the mean- 
ing of section 308(a) of the Federal Power Act and Part I, section 1.31 of the 
rules of practice and regulations thereunder, and should be admitted as a party 
to this proceeding because it is in the public interest; 

The Commission orders: 

That the People’s Counsel to the Public Service Commission of Maryland is 
hereby permitted to become an intervener and a party to this proceeding, subject 
to the provisions of the rules of practice and regulations under the Federal Power 
Act. 


Order requiring respondent Arkansas-Louisiana Gas Company to make its answer 
more definite and certain 


Arkansas-Louisiana Gas Company 
(Docket No. G-110) 
September 19, 1939 


It appearing to the Commission that: 
(a) By order of May 23, 1989, Camden Gas Corporation was permitted to file 
an amended petition for intervention herein ; 
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(b) On June 2, 1939, respondent, Arkansas-Louisiana Gas Company, filed its 
answer to the said amended petition in intervention of Camden Gas Corporation ; 

(c) On June 19, 1989, intervener, Camden Gas Corporation, filed its motion 
praying for an order of the Commission requiring respondent, Arkansas-Louisi- 
ana Gas Company, to make some of its responses set forth in said answer more 
definite and certain ; 

It further appearing to the Commission that: 

(d) Good cause having been shown for the granting of the said motion ; 

The Commission orders that respondent, Arkansas-Louisiana Gas Company, on 
or before October 23, 1939, make more definite and certain: 

(1) Paragraph eighteen (18) of its response to the amended intervention of 
Camden Gas Corporation by setting out and designating the location and number 
of the particular line alleged to have been built, and the line alléged to have been 
purchased, together with the size, length, date of construction or of purchase, 
detailed inventory and statement of the original and the book cost, the amount 
of operating expenses, including depreciation and taxes, for the years 1937 and 
1938, properly allocable to the operation of these lines, and the basis upon which 
these costs are apportioned, or computed for each of said lines; and the amount 
of said costs which respondent claims should be apportioned to the city of 
Camden, Arkansas, and the basis for such apportionment ; 

(2) Paragraph nineteen (19) of its response to the amended intervention of 
Camden Gas Corporation by setting forth in detail the specific costs and factors 
upon which the allegation is made, “that there is a substantial difference in the 
circumstances and conditions of the sales and deliveries to the Empire Southern 
Gas Company and to the intervener and a reasonable proportion between the 
variance in the conditions of service and the variance in the charges.” 


Order consenting to withdrawal of application, and initiating proceedings and 
setting hearing on unlicensed project situated on the Connecticut River in 
and near Bellows Falls, Vermont 


New England Power Company, Bellows Falls Hydro-Blectric Corporation, and 
Connecticut River Power Company 


(Dockets Nos. IT-5580, IT-5584) 
September 22, 1939 


Upon application and petition filed September 1, 1939, in the first above- 
entitled matter, by New England Power Company, referred to as the New 
England Company, a Massachusetts corporation, whereby the said company: 

(i) Seeks to withdraw its application, filed July 20, and amended July 22, 
1939, for an order pursuant to section 203 of the Federal Power Act authoriz- 
ing and approving the merger and consolidation of its facilities subject to the 
jurisdiction of this Commission with the electric facilites of the Bellows Falls 
Hydro-Electric Corporation, referred to as the Bellows Falls Company, a Ver- 
mont corporation, and with certain of the facilities of the Connecticut River 
Power Company, referred to as the Connecticut Company, a New Hampshire 
corporation; and 

(ii) Prayed that this Commission rescind its order of July 26, setting a 
hearing to be held September 13, 1939, on the said application, which said 
hearing has been postponed to September 25, 1939; 
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It appearing from the application, filed July 20, 1939, as amended, and 
exhibits thereto, from the aforesaid application for withdrawal thereof, from 
the petition for a declaratory determination disclaiming jurisdiction filed 
June 10, 1939, as subsequently amended, by the aforesaid three companies, 
and from an investigation made by the Commission that: 

(a) The Connecticut River from its mouth to far above Bellows Falls, 
Vermont, in its natural condition, prior to the construction of any improve- 
ments or obstructions, was susceptible to use and was regularly used for 
transportation of merchandise and lumber by boats, rafts, and otherwise, in 
commerce among the colonies and States of New Hampshire, Vermont, Massa- 
chusetts, and Connecticut, and with other colonies and States and foreign 
nations; was improved for navigation by numerous projects undertaken from 
time to time particularly during the early part of the nineteenth century; 
was improved for navigation past Bellows Falls by the respondent Bellows 
Falls Company which, under the name of The Company for Rendering Con- 
necticut River Navigable by Bellows Falls, for more than half a century main- 
tained and operated a dam, canal, and locks at Bellows Falls and collected 
substantial amounts in tolls from boats, rafts, and other traffic on the river; 
as improved from time to time, was used for commercial navigation which 
flourished for many years, by rafts, flatboats, steamboats, and otherwise; was 
known and recognized as an important public highway for commercial navi- 
gation by the legislatures, chief executives, courts, and people of the States 
of Vermont, New Hampshire, Massachusetts, and Connecticut; was used com- 
mercially for long log driving which continued at least until approximately 
1915, and for pulpwood floating, which continued at least until approximately 
1926; and was used until comparatively recent years for numerous ferries for 
the transportation of commodities, vehicles, and passengers between the States 
of Vermont and New Hampshire; 

(b) In its natural condition and as from time to time improved, the Con- 
necticut River from its mouth to far above Bellows Falls, Vermont, was 
actually navigable, by boats, rafts, and otherwise, for the transportation of 
passengers and commodities in commerce among the colonies and States of 
New Hampshire, Vermont, Massachusetts, and Connecticut, and with other 
colonies and States and foreign nations; 

(ec) The Connecticut River from its mouth to far above Bellows Falls, 
Vermont, is navigable waters of the United States within the meaning of 
that term as used in the several River,and Harbor Acts enacted by Congress, 
the Federal Water Power Act and the Federal Power Act and is a stream 
over which Congress has jurisdiction under its authority to regulate commerce 
with foreign nations and among the several States; 

(d) The Bellows Falls Company was originally chartered as a company for 
improving navigation on the Connecticut River, and for that purpose con- 
structed, from time to time reconstructed, operated, and maintained a dam 
across Connecticut River, a canal, locks, and appurtenant facilities in the 
towns of Bellows Falls, Vermont, and Walpole, New Hampshire; the nature 
of its operations subsequently changed and from prior to September 19, 1890, 
until about the year 1907 it maintained a dam, canal, gates, water wheels, and 
appurtenant facilities in approximately the same location, which, of them- 
selves and together with water wheels, water conduits, and appurtenant 
facilities owned, maintained, and operated by other persons were used for 
the development, transmission or utilization of power across, along, from, or 
in the Connecticut River; 
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(e) About the year 1907 the Bellows Falls Company constructed a new con- 
crete dam in approximately the same location as the former dam; and there- 
after until about the year 1926 maintained and operated such new dam together 
with a canal, gates, water wheels, water conduits, and appurtenaut facilities, 
which it continued to operate and maintain, all of which of themselves and to- 
gether with water wheels, water conduits, and appurtenant facilities owned, 
maintained, and operated by other persons were used for the development, trans- 
mission or utilization of power across, along, from, or in the Connecticut River; 

(f) During the years 1926, 1927, and 1928 the Bellows Falls Company constructed 
a new hydroelectric project consisting of a dam across the Connecticut River 
located close to where the former dam was located, with roller gates and flash- 
boards for raising the maximum level of the reservoir thereby impounded ap- 
proximately 11 feet above the maximum level of the reservoit impounded by 
the former dam, an enlarged canal located in approximately the same position as 
the former canal, a powerhouse containing three 17,000 kilovolt-ampere gen- 
erators each driven by a water turbine rated at 20,000 horsepower on a 60-foot 
head, and appurtenant facilities, except as hereinafter recited in subparagraph 
(g), including part of a primary line transmitting power from the project to the 
point of junction, at Pratts Junction, in the town of Sterling, Massachusetts, with 
the interconnected primary transmission system of the New England Power 
Company ; and said company converted an existing transmission line into a part 
of said project as a primary line transmitting power from the project to the 
point of junction with the interconnected primary transmission system of the 
Central Vermont Public Service Company, at Charlestown, Vermont; and said 
company from thenceforth operated and maintained the same, and continues to 
do so : 

(g) Simultaneously with the construction of said dam and other structures or 
subsequently thereto the Connecticut Company constructed and has subsequently 
maintained and operated a part of said hydroelectric project consisting of the 
remaining part of the primary line to Pratts Junction, referred to in subparagraph 
(f), above, and converted a part of an existing transmission line between the 
Vernon Plant of said company, and Bellows Falls, into a part of said project, 
and from thenceforth said parts of lines have been operated and maintained by 
it as parts of said project, and continue to be so operated ; 

(h) The Bellows Falls Company and the Connecticut Company propose to con- 
tinue to operate and maintain said project and parts thereof substantially as 
heretofore ; 

(i) The operation and maintenance of the aforesaid dam from September 19, 
1890, to March 3, 1899, was without the authorization of Congress and insofar as 
located within the State of New Hampshire was without any authorization by 
law, and was in violation of section 9 of the River and Harbor Act of 1890, and 
as amended ; 

(j) The operation and maintenance of the dam as aforesaid from March 3, 
1899, to about 1907, and the construction, operation, and maintenance of the 
aforesaid dam constructed in about 1907 and of the aforesaid dam constructed 
in the years 1926, 1927, and 1928, were and are without the consent or affirmative 
authorization of Congress, 2nd without license or authorization being sought or 
obtained under the Federal Water Power Act, and were and are in violation of 
sections 9 and 10 of the River and Harbor Act of 1899; 

(k) The operation and maintenance of said project and of parts thereof after 
August 26, 1935, was not and is not under and in accordance with the terms of 
any permit or valid existing right-of-way granted prior to June 10, 1920, within 
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the meaning of those terms as used in section 23 (b) of the Federal Power Act, 
and was not and is not under and in accordance with the terms of a license 
granted pursuant to the Federal Power Act, and was and is in violation of sec- 
tion 23 (b) of that Act; : 

(l) The aforesaid hydroelectric project is so maintained and operated as to 
affect the interests of interstate and foreign commerce with respect to navigable 
capacities of navigable waters of the United States downstream from said dam; 
and the issuance of an order requiring the licensing of said project is appropriate, 
expedient, and in the public interest for the conservation and utilization of 
navigation and water power resources of the region ; 

The Commission finds: 

(1) That it is necessary and appropriate to carry out the provisions of the 
Federal Power Act, and it is in the public interest that the proceedings herein- 
after provided for be had; 

And the Commission orders: 

(A) That the withdrawal of the aforesaid application by the New England 
Power Company is consented to, and the hearing on the said application set for 
September 25, 1939, is hereby dismissed, upon the express condition that such 
action on the part of this Commission : 

(i) Shall be without prejudice to the proceedings hereinafter provided for and 
without waiver of jurisdiction with respect to the aforesaid hydroelectric project, 
including appurtenant transmission lines; 

(ii) Shall not be construed as consenting to the merger of the facilities re- 
ferred to in the said application or to the transfer of said hydroelectric project ; 

(B) That a proceeding is hereby initiated, in which the Bellows Falls Company 
and Connecticut Company are made parties respondent, for the purpose of deter- 
mining the following: 

(i) The correctness and sufficiency of the recitals made in paragraphs (@) to 
(1), above, inclusive, and any other facts relevant thereto; 

(ii) The findings which should be made by the Commission with reference 
thereto ; 

(iii) Whether, to conserve and utilize the navigation and water power re- 
sources of the region, it is appropriate, expedient, and in the public interest, or, 
to carry out any of the provisions of the Federal Power Act, it is otherwise neces- 
sary or appropriate, that said respondents or any of them be ordered to cease, 
within a reasonable time to be fixed by the Commission, to operate and maintain 
the aforesaid hydroelectric project, or parts thereof, except under and in accord- 
ance with the terms of a license or licenses granted under the Federal Power 
Act; 

(iv) Whether any other action should be taken by the Commission in the 
premises ; 

(C) That a public hearing on the issues set forth above be held beginning at 
ten o’clock a. m., October 23, 1939, in the Commission’s hearing room, 1800 Penn- 
sylvania Avenue, N. W., Washington, D. C., for the purpose of taking evidence 
thereon and of affording the respondents and any other interested persons an 
opportunity to be heard and to make such showing of facts with respect to the 
issues raised as they may desire; 

(D) That on or before October 18, 1939, the respondents file their responses 
to this order in conformity with the requirements specified for answers to formal 
complaints in section 1.50 of the Commission’s Rules of Practice and Regulations. 
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Order directing secretary to submit statement of actual legitimate original cost 
and net investment of project No. 1144 


John H. Graff, as Administrator of the Estate of S. M. Graff, Licensee 
(Project No. 1144) 
September 22, 1939 


The Commission having under consideration the matter of the determination 
of the actual legitimate original cost and the net investment as of January 1, 
1932, of the project designated in its records as project No. 1144, John H. Graff, 
as administrator of the estate of 8. M. Graff, licensee, and F 

It appearing to the Commission, after considering licensee’s sworn statement 
dated July 16, 1931, Exhibit Q to application for license, showing the cost of the 
project and estimated accrued depreciation as of January 1, 1931, and the Re- 
gional Forester’s report thereon dated November 1, 1982, together with licensee's 
annual reports to the Commission for the calendar year 1932 and subsequent 
years, and having regard to the examination made by the Regional Forester, as 
field representative of the Commission, of licensee’s books and records, that the 
amounts of $157,941.00 and $96,500.36, as shown in the following table, represent, 
respectively, the actual legitimate original cost of the project and the net invest- 
ment therein as of January 1, 1932: 
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Transformer house (reinforced concrete) ___-_.--.--.- 
Heating plant for powerhouse. .___._-- ae 
Powerhouse grounds 

Plug diversion dam, Lowell Creek 

Intake house (reinforced concrete) ___--__--- 

Canal, dam-intake house_____._.__.............--- 
Pipeline No. 1, riveted steel, 7,500 feet_.........._. 
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Crane__- 

Vacuum cleaner, powerhouse and offices__.......-.-. 
General office equipment 
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11922 F. P. C. system of accounts. 


And the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission’s 
Rules of Practice and Regulations, adopted April 19, 1938, and made effective 
June 1, 1938, are hereby waived for the purpose of this determination; 
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(B) That the Secretary submit to the licensee, for acceptance and approval, 
the attached statement of the. actual legitimate original cost and the net invest- 
ment as of January 1, 1932, of project No. 1144 which said statement upon being 
accepted and agreed to by the licensee and returned to the Commission will, by 
order, be adopted by the Commission as its determination of the actual legitimate 
original cost and the net investment of the said project as of January 1, 1982; 

(C) That nothing herein shall be construed to preclude the licensee from 
subsequently offering evidence to show the price paid, by the licensee or his 
predecessor in interest, for certain water rights in Lowell Creek acquired by 
licensee at a claimed cost of $5,000. 


Order authorizing installation of additional generating unit 
Safe Harbor Water Power Corporation 
(Project No. 1025) 


September 22, 1939 


Upon application filed September 22, 1939, by Safe Harbor Water Power Cor- 
poration, licensee for project No. 1025, Pennsylvania, for approval by the Com- 
mission of the installation of an additional generating unit in the Safe Harbor 
project on the Susquehanna River, and it appearing to the Commission that: 

(a) There are at present six generating units installed in the project with 
a rated capacity of 42,500 horsepower or 28,000 kilowatts each and penstock and 
foundation openings have been provided for the installation of the proposed 


additional unit; 

(b) The additional generating unit proposed will occupy plant position No. 1 
and provide 25 cycle single phase energy to supply the Pennsylvania Railroad 
which purchases electric energy from the licensee for the operation of its trains; 

Upon consideration of the application and record of the project, the Commis- 
sion finds: 

That installation of the additional generating unit proposed is desirable 
in the public interest to supply the future needs of the market served by the 
licensee ; a 

It is ordered: 

That approval is hereby given for the installation of. said additional generating 
unit ; provided, the licensee file within fifteen days of the date of receipt of this 
order, in accordance with the rules of practice and regulations of the Commis- 
sion, a supplemental exhibit M showing the location and design of the unit as 
proposed. 


Order fixing date of hearing and suspending rate schedule 
Colorado-Interstate Gas Company 
(Docket No. G—138) 
September 27, 1939 


It appearing to the Commission that: 

(a) On August 19, 1938, the Colorado-Interstate Gas Company filed with the 
Federal Power Commission its agreement, dated October 3, 1929, with the 
Colorado-Wyoming Gas Company, <lesignated in the files of the Commission as 
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Colorado-Interstate Gas Company rate schedule FPC No. 3, providing for the 
sale of natural gas by the Colorado-Interstate Gas Company to the Colorado- 
Wyoming Gas Company for resale; 

(b) On August 19, 1938, the Colorado-Interstate Gas Company filed with the 
Commission its supplemental agreement, dated October 8, 1929, with the Colo- 
rado-Wyoming Gas Company, designated in the files of the Commission as sup- 
plement No. 1 to Colorado-Interstate Gas Company rate schedule FPC No. 3, 
modifying that article of said rate schedule FPC No. 3 which specifies the prices 
to be paid for the natural gas sold; 

(c) Said agreement of October 3, 1929, as modified by the supplemental agree- 
ment of October 8, 1929, provides for certain periodic increases in the rates to 
be paid by the Colorado-Wyoming Gas Company, which proposed increases are 
to take effect at the expiration of each five-year period during the life of said 
agreement ; 

(d@) On August 26, 1939, the Colorado-Interstate Gas Company, acting pur- 
suant to the provisions of section 54.3-C of the rules of practice and regulations 
under the Natural Gas Act and Commission Order No. 57, filed with the Com- 
mission a document, dated August 25, 1939, designated in the files of the Com- 
mission aS supplement No. 1 to supplement No. 1 to Colorado-Interstate Gas 
Company rate schedule FPC No. 3, providing that in accordance with the terms 
of said agreement of October 3, 1929, as modified by said supplemental agree- 
ment of October 8, 1929, an increased rate for natural gas sold to the Colorado- 
Wyoming Gas Company would take effect on September 28, 1939; 

(e) Said supplement No. 1 to supplement No. 1 to Colorado-Interstate Gas 
Company rate schedule FPC No. 3 sets forth certain statements purporting to 
justify the proposed increase in rates; 

(f) The increased schedule of rates contained in said Colorado-Interstate Gas 
Company rate schedule FPC No. 3, as modified by supplement No. 1 thereto, 
which the said supplement No. 1 to supplement No. 1 proposes to make effective 
on September 28, 1939, may result in excessive rates to the Colorado-Wyoming 
Gas Company, or place an undue burden upon ultimate consumers of natural 
gas, which increased schedule of rates has not been shown to be justified. 

The Commission finds: 

That it is necessary, desirable, and in the public interest that the Commis- 
sion enter upon a hearing concerning the lawfulness of the proposed increased 
rates or charges and that said proposed increased rates or charges be suspended 
pending such hearing and the decision thereon, but not for a longer period than 
five months from September 28, 1939. 

The Commission, upon its own motion, orders: 

(A) That a public hearing be held on October 30, 1939, at 10 o’clock a. m., 
in the hearing room of the Federal Power Commission, in the Hurley-Wright 
Building, 1800 Pennsylvania Avenue, N. W., Washington, D. C., concerning the 
lawfulness of the rates which the document of August 25, 1939, designated in 
the files of the Commission as supplement No. 1 to supplement No. 1 to Colo- 
rado-Interstate Gas Company rate schedule FPC No. 3, proposes to make 
effective as of September 28, 1939; 

(B) That pending such hearing, the agreement of October 3, 1929, as modified 
by the supplemental agreement of October 8, 1929, between the Colorado-Inter- 
state Gas Company and the Colorado-Wyoming Gas Company, as filed with the 
Commission on August 19, 1938, and as further modified by the document of 
August 25, 1939, as filed with the Commission on August 26, 1939, designated 
in the files of the Commission as Colorado-Interstate Gas Company rate sched- 
ule FPC No. 3, and supplement No. 1, and supplement No. 1 to supplement No, 
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1 thereto, respectively, insofar as they provide for an increase in rates to take 
effect as of September 28, 1939, be and the same are hereby suspended for the 
period of five months beyond September 28, 1939, unless the Commission shall 
otherwise order ; 2 

(C) That during the said period of suspension the rates now being collected 
and received by the Colorado-Interstate Gas Company from the Colorado-Wyo- 
ming Gas Company, as provided in the said Colorado-Interstate Gas Company 
rate schedule FPC No. 3 and supplements Nos. 1 and 3 thereto, shall remain 
and continue in full force and effect. 


Order approving revised and additional exhibits 
Alabama Power Company 
(Project No. 349) 
September 30, 1939 


Upon filing April 18, 1938, and August 2, 1939, of certain revised and additional 
exhibits by Alabama Power Company, licensee for project No. 349; and 

It appearing to the Commission that: 

The revised and additional exhibits were filed pursuant to the pertinent pro- 
visions of the Federal Power Act and the project license as amended to supersede 
certain other exhibits, as hereinafter specified ; 

The Commission, having considered the revised and additional exhibits and 
the project record, finds: 

That the following exhibits: 

Revised Exhibit J—A drawing bearing serial No. 53125 in one sheet (FPC 
No. 349-89) with subtitle “Map Showing Location, Capacity, and Area of 
Reservoir,” and signed Alabama Power Company by J. M. Barry, vice 
president ; 

Revised Erhibit K.—A drawing bearing serial No. D-53100 in 43 sheets 
(FPC Nos. 349-46 to 88, inclusive) with subtitle “Map and Project Area,” 
and signed Alabama Power Company by J. M. Barry, vice president ; 

Echibdit M (revised).—A typewritten document in 4 sheets entitled “General 
Specifications of Martin Dam Project,” signed on July 29, 1939, Alabama 
Power Company by J. M. Barry, vice president and general manager, and 
received in the office of the Commission on August 2, 1939; 

superseding the following other exhibits heretofore approved and made part of 
the project license as amended: 

Erhibit J—Map in one sheet with subtitle “General Map Showing Location 
of Dam Sites,” serial No. 11995, signed by Thos. W. Martin on November 5, 
1923, which accompanied and is made a part of license designated as 
project No. 349 (units 1 to 3—A) ; 

Evhibit K.—Map in 3 sheets entitled “Project No. 349—Alabama” (Drawing 
No. D-36463) ; 

Supplementary Exhibit F.—Typewritten manuscript, consisting of 90 pages, 
entitled “Description of Lands Within Project Area” ; 

Revised Exhibit M.—Specifications, one typewritten sheet, entitled “Exhibit 
M, Site No. 4,” signed by Thos. W. Martin, president, November 5, 1923; 

conform to the rules and regulations of the Commission and satisfy the require- 
ments of the pertinent provisions of the Federal Power Act and the project license 
as amended; and 
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The Commission orders: 

That the aforesaid revised and additional exhibits superseding certain other 
exhibits as herein specified be and they are hereby approved as part of the 
license for project No. 349. 


Order authorizing issuance of subpenas 


Bellows Falls Hydro-Electric Corporation and Connecticut River Power 
Company 


(Docket No. IT—5584) 
October 3, 1939 


It appearing to the Commission that: 

(a) The above-entitled proceeding has been initiated by the Commission’s 
order of September 22, 1939, and a hearing set by said order, for October 23, 
1939, at ten o’clock a. m., with reference to the unlicensed hydroelectric plant 
situated on the Connecticut River in and near the town of Bellows Falls, 
Vermont, and the place of said hearing duly fixed by the Commission in room 
336, Post Office and Court House Building, Springfield, Massachusetts ; 

(b) The said Bellows Falls Hydro-Electric Corporation has from time to 
time existed under other names, having been variously named The Company 
for Rendering Connecticut River Navigable by Bellows Falls and The Bellows 
Falls Canal Company ; 

(c) Ralph D. Washburn, 441 Stuart Street, Boston, Massachusetts, is the 
secretary of the Bellows Falls Hydro-Electric Corporation, one of the re- 
spondents in the above-entitled proceeding, and as such has possession, cus- 
tody, or control of said corporation’s books, papers, correspondence, memo- 
randa, contracts, agreements, and other records and documents; 

(d) The books, papers, correspondence, memoranda, contracts, agreements, 
and other records and documents hereinafter described are pertinent and 
essential to a proper conduct of the investigation instituted in this matter; 
and 

Upon consideration of the full record herein, the Commission finds: 

That all books, papers, correspondence, memoranda, contracts, agreements, 
or other documents or records of the Bellows Falls Hydro-Electrie Corpora- 
tion, from time to time existing under the names of The Company for Render- 
ing Connecticut River Navigable by Bellows Falls or The Bellows Falls Canal 
Company, by whatever name known, showing any of the following: 

(i) The number, tonnage, or value of boats, rafts, “boxes,” logs, long logs, 
pulpwood, or merchandise, or the number of passengers, passing through any 
of the canal or locks of said company at any time since its incorporation, or 
any amount of tolls, tariffs, or charges received in connection therewith; 

(ii) Any request, demand, proposal, or plan for the improvement of the 
Connecticut River for navigation or for uniting the ownership or operation of 
any improvements of the Connecticut River for navigation ; 

(iii) Any protest, objection, complaint, or inquiry concerning any obstruc- 
tion, impediment, or hindrance to navigation on the Connecticut River by any 
act of said corporation or any structure or facility operated or maintained by 
said corporation or otherwise; 

(iv) Wages or other compensation paid any toll collector, lock gate tender, 
or any other employee or agent engaged in the performance of services per- 
taining to boat or raft navigation, log driving, or pulpwood floating; 
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(v) The nature or result of any court proceeding for the fixing of tolls or 
tariffs, for locking by Bellows Falls, or for the collection of any toll or charge 
for the use of any canal or lock or part thereof; 

(vi) Any representation, petition, affidavit, or report to any legislature, court, 
commission, or public official or agency with respect to any extension, amend- 
ment, repeal, modification, or application of any provision of said corporation's 
charter, or any court order, decree, or judgment, with respect to navigation 
on the Connecticut River or locking by Bellows Falls or tolls, tariffs, or charges 
in connection therewith ; 

(vii) The location, custody, condition, or disposition of any book, paper, 
correspondence, memorandum, contract, agreement, or other record or docu- 
ment as described above. 
are relevant or material to said investigation; 

The Commission orders: 

That appropriate subpenas ad testificandum, or subpenas duces tecum, in 
the usual form, be issued to the said Ralph D. Washburn, or his successor or 
successors, as secretary of said corporation, to compel his or their attendance, 
testimony concerning and production at said hearing of all books, papers, 
correspondence, memoranda, contracts, agreements, documents, or other records 
of the Bellows Falls Hydro-Electric Corporation, by whatever name known, 
listed above in clauses (i) to (vii), inclusive. 


Order terminating license (major) 
City of Sandpoint, Idaho 
(Project No. 1379) 
October 3, 1939 


It appearing to the Commission that: 

(a) The city of Sandpoint, Idaho, was authorized by license issued September 
19, 1936, to construct, operate, and maintain a major hydroelectric project desig- 
nated as No. 1379 on Priest River in Bonner County, Idaho, affecting lands of the 
United States within the Kaniksu National Forest ; 

(b) Article 6 of the project license provides that: “Subject to the provisions 
of Section 13 of the Act, the Licensee shall begin the construction of said project 
works within two (2) years from the date of issuance hereof; shall thereafter 
in good faith and with due diligence prosecute such construction; and shall, 
within four (4) years from the date of issuance hereof, complete the dam and 
transmission line, and install one unit of generating capacity, and shall install 
the second generating unit at such time as in the judgment of the Commission 
may be necessary to supply the reasonable market demands” ; 

(c) Article 8 of the project license provides in part: “* * * the Licensee 
shall maintain and operate the gaging station now installed on Priest River at 
the outlet of Priest Lake, and the gage on Priest Lake near Coolin * * #* 
under the supervision of, or in cooperation with, the District Engineer of the 
United States Geological Survey having charge of the stream-gaging operations 
in the region of said project, and the Licensee shall advance to the said United 
States Geological Survey the amounts estimated to be necessary for such super- 
vision or cooperation for such periods as may be mutually agreed upon” ; 

(d) Article 28 of the project license provides that: “The Licensee shall pay 
to the United States reasonable annual charges for the purpose of reimbursing 
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the United States for the costs of administration of the Act and for recompensing 
it for the use, occupancy, and enjoyment of its lands or other property herein- 
before described. The payment by the Licensee of such annual charges for any 
calendar year shall be made to the United States at the end of the year, or 
within thirty days thereafter, upon bills rendered or approved by the Commis- 
sion. In case of delinquency on the part of the Licensee in the payment of said 
charges, a penalty may be added as provided in section 17 (b) of the Act. Such 
charges shall be determined in accordance with the provisions of Regulation 14 
of said rules and regulations of the Commission, and for the purposes of such 
determination the power capacity of the project shall be taken as 650 
horsepower” ; 

The Commission, after review of the entire project record, finds: 

(1) That the licensee has not begun the construction of the project works within 
two (2) years from the date of issuance of the project license nor thereafter and 
with due diligence prosecuted such construction, as required by article 6 of the 
project license ; 

(2) That the licensee has not, since June 30, 1938, complied with the require- 
ments of article 8 of the license concerning the maintenance and operation 
of gaging stations and the advancement of the amounts estimated to be neces- 
sary for the aforesaid supervision or cooperation of the United States Geological 
Survey ; 

(3) That the licensee has not paid the reasonable annual charges or penalties 
for delinquency in payment for the calendar year 1938, as required by article 
28 of the project license; 

(4) That the licensee was advised by letters of the Commission dated April 
6, April 11, and May 27, 1939, of its obligations under the license and that if it 
did not intend to proceed further with the project, it should immediately file 
application for surrender of license in accordance with the rules and regulations 
of the Commission, but no acknowledgment or reply has been received to any 
of those letters; and 

The Commission orders: 

That in accordance with the provisions of section 13 of the Federal Power 
Act, the aforesaid license for project No. 1379 be and it hereby is terminated. 


Order approving transfer of licenses 


San Joaquin Light and Power Corporation and Pacific Gas and Electric Company 


(Projects Nos. 96, 175, 178, 1153, 1333, 1335, 1354) 
October 10, 1939 


Upon joint application filed July 24, 1939, by the San Joaquin Light and Power 
Corporation of Fresno, California, and the Pacific Gas and Blectric Company of 
San Francisco, California, for approval of the transfer of licenses for projects Nos. 
96, 175, 178, 1158, 1333, 1335, and 1354 from the former to the latter; and 

It appearing to the Commission that: 

(a) The license for project No. 96, a major hydroelectric project on the San 
Joaquin River affecting lands of the United States partly within the Sierra Na- 
tional Forest, Fresno and Madera Counties, California, was issued to the San 
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Joaquin Light and Power Corporation on December 2, 1922, for a period of 50 
years and later amended ; 

(b) The license for project No. 175, a major hydroelectric project on the North 
Fork, Kings River, affecting lands of the United States within the Sierra National 
Forest, Fresno County, California, was issued to the San Joaquin Light and Power 
Corporation on July 28, 1922, for a period of 50 years and later amended ; 

(c) The license for project No. 178, a major hydroelectric project on the Kern 
River, affecting lands of the United States within The Sequoia National Forest, 
Kern County, California, was issued to the San Joaquin Light and Power Corpora- 
tion on April 30, 1925, for a period of 50 years; 

(d) The license for project No. 1153, a transmission line affecting lands of the 
United States partly within the Sierra and Stanislaus National Forests, Mariposa 
County, California, was issued to the San Joaquin Light and Power Corporation 
on December 9, 1931, for a period expiring June 28, 1972, and later amended ; 

(e) The license for project No. 1333, a major hydroelectric project on North 
Fork of Middle Fork (Doyle Branch) of Tule River affecting lands of the United 
States within the Sequoia National Forest, Tulare County, California, was issued 
to the San Joaquin Light and Power Corporation on May 1, 1939, for a period of 
50 years; 

(f) The license for project No. 1835, a minor part only of a complete project 
for flowage of United States lands in Mariposa County, California, in connection 
with a hydroelectric project on the Merced River in Merced and Mariposa Coun- 
ties, California, was issued to the San Joaquin Light and Power Corporation on 
March 8, 1988, for a period of 50 years; 

(g) The license for project No. 1354, a major hydroelectric project on the North 
Fork, San Joaquin River, affecting lands of the United States within the Sierra 
National Forest in Madera County, California, was issued to the San Joaquin 
Light and Power Corporation on May 1, 1939, for a period of 50 years; 

(h) The Pacific Gas and Electric Company owns more than 99 percent of the 
issued stock of the San Joaquin Light and Power Corporation ; 

(i) The Railroad Commission of the State of California, by its opinion and 
order dated October 13, 1938 (decision No. 31354), and supplemented February 20, 
1939 (decision No. 31779), and April 4, 1939 (decision No. 31904), authorized the 
transfer of the plants, properties, and other assets of the San Joaquin Light and 
Power Corporation to the Pacific Gas and Electric Company pursuant to an agree- 
ment between the parties dated August 11, 1938; 

The Commission, having considered the application and the entire project rec- 
ords, finds: 

(1) That the Pacific Gas and Electric Company is a corporation organized 
under the laws of the State of California and has submitted satisfactory evidence 
of compliance with all applicable State laws insofar as necessary for the operation 
of the aforesaid projects as required by section 9 (b) of the Federal Power Act; 

(2) That approval of the transfer of the licenses for the aforesaid projects will 
be consistent with the public interest; and 

The Commission orders: 

That the transfer of the licenses for projects Nos. 96, 175, 178, 1153, 1333, 1335, 
and 1354 from the San Joaquin Light and Power Corporation to the Pacific Gas 
and Electric Company be approved effective as of the date of conveyance of the 
project properties and subject to the provisions of the Act and the rules and 
regulations of the Commission thereunder. 
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Order dismissing request for determination of headwater benefits 
Tennessee Valley Authority 
(Docket No. IT-5520) 
October 10, 1939 


It appearing to the Commission that: 

(1) Tennessee Valley Authority requested the Commission on July 6, 1936, 
to make a determination under section 10 (f) of the Federal Power Act of the 
equitable annual charges to be paid to the United States on account of benefits 
to the hydroelectric project of the Tennessee Electric Power Company at 
Hales Bar on the Tennessee River from the construction of Norris Dam of 
the Authority upstream on the Clinch River ; 

(2) By its order of June 29, 1989 (docket No. IT-5548), the Commission 
authorized and approved the sale to the Tennessee Valley Authority of the 
facilities, including the Hales Bar project, of the Tennessee Utilities Corpora- 
tion, successor in interest of the Tennessee Electric Power Company ; 

(3) Under the circumstances, a determination under section 10 (f) of the 
Act is unnecessary; and 

The Commission orders: 

That the aforesaid request of the Tennessee Valley Authority for a deter- 
mination under section 10 (f) of the Act be and it hereby is dismissed. 


Finding of Commission 
Beaver Portland Cement Company 
(Docket No. DI-152) 
October 10, 1939 


Upon declaration of intention filed September 15, 1939, and later supple- 
mented October 2, 1939, by the Beaver Portland Cement Company of Portland, 
Oregon, to construct a proposed hydroelectric power project at Gold Hill, on 
the Rogue River in Oregon, pursuant to section 23 (b) of the Federal Power 
Act; and 

It appearing to the Commission, after consideration of the declaration of 
intention, after investigation of the proposed construction and from all other 
pertinent records that: 

* (a) The declarant is a corporation organized and operating under the laws 
of the State of Oregon; 

(b) The proposed project would consist of an enlargement of the present 
plant of the company at Gold Hill so as to ultimately consist of a concrete 
wing diversion dam extending from the west shore to and along an island in 
the river, but leaving the easterly channel unobstructed; a power canal lead- 
ing from the wing dam, a distance of about 1,950 feet to a powerhouse; a 
new powerhouse to contain one 1,875-kilowatt generating unit; and a trans- 
mission line from the power house to declarant’s cement mill, a distance of 
about 1%, miles; 

(c) The proposed project is designed to supply power to operate the de- 
clarant’s cement mill and appurtenant facilities and to supply power at whole- 
sale to the town of Gold Hill for municipal use ; 

(d) The Rogue River is a mountain stream in southwestern Oregon, rising 
near Crater Lake and flowing westwardly through very rugged country about 
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210 miles into the Pacific Ocean; the site of the proposed project is approxi- 
mately 117 miles above the mouth of the river where the stream averages 
about 100 feet in width having a fall of about 10 feet per mile; on its course 
to the sea the river passes over numerous drops up to 20 feet in height and 
traverses many miles of steep mountain gorges; 

(e) The record does not disclose that the Rogue River has been used for 
the transportation of either persons or property except in the stretch from 
the village of Agness at the mouth of the Illinois River to the mouth of the 
Rogue River, a distance of approximately 27 miles; 

(f) None of the energy to be generated by the proposed project will be 
transmitted outside of the State of Oregon; 

The Commission finds that the interests of interstate or foreign commerce 


will not be affected by the construction proposed in the aforesaid declaration 
of intention as amended. 


Order authorizing amendment of limited certificate of public convenience and 
necessity and amending order of July 18, 1939 


Louisiana-Nevada Transit Company 
(Docket No. G—122) 
October 13, 1939 


It appearing to the Commission that: 
(a) On July 18, 1939, the Commission issued its order in the above-entitled 
matter authorizing the issuance of a limited certificate of public convenience 
and necessity to the Louisiana-Nevada Transit Company and said limited cer- 
tificate was issued on July 18, 1939; 

(b) Paragraph (B) (iv) of the ordering clause of said order of July 18, 1939, 
and condition Number 4 of said limited certificate both provide: “The con- 
struction of the facilities (hereby authorized) shall be commenced on or 
before August 15, 1939, and be completed within 90 days thereafter; applicant 
shall report to the Commission in writing the commencement and completion 
of such construction within 15 days after such commencement and completion, 
respectively ;” 

(c) On September 28, 1939, the Louisiana-Nevada Transit Company filed an 
application for an extension of time until 90 days after November 13, 1939, within 
which to complete the construction of the facilities authorized by the Commis- 
sion’s order of July 18, 1939; 

The Commission, having considered the application of the Louisiana-Nevada 
Transit Company finds: 

That good and sufficient cause has been shown to extend the time for com- 
pletion of the construction of the facilities authorized »y the Commission’s 
order of July 18, 1939, entered in this matter ; 

And the Commission orders: 

That paragraph (B) (iv) of the ordering clause of the Commission’s order, 
dated July 18, 1939, and condition Number 4 of the limited certificate of 
public convenience and necessity issued to the Louisiana-Nevada Transit Com- 
pany be amended to read as follows: “The construction of the facilities hereby 
authorized shall be commenced on or before August 15, 1939, and be completed 
within 90 days from November 13, 1239; applicant shall report to the Com- 
mission in writing the commencement and completion of such construction 
within 15 days after such commencement and completion, respectively.” 
324886—43—Vol. 2-43 
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Order authorizing issuance of license (major) 
The Calso Company 
(Project No. 1514) 
October 17, 1939 


Upon application filed September 23, 1938, and later supplemented, by The 
Calso Company of San Francisco, California, for a license for the operation and 
maintenance of a constructed major project located on Canyon Creek and affect- 
ing unsurveyed lands of the United States within the Trinity National Forest, 
in Trinity County, California; and 

It appearing to the Commission that: 

(a) The project consists of a rock-filled, log-crib diversion dam, 5 feet high 
and 25 feet long, a timber flume 7,946 feet long, having a capacity of 62 c. f. s., 
an 18 inch steel penstock 917 feet long, a powerhouse having an installed capacity 
of 150 horsepower, and a transmission line 3.128 miles long, and is situated on 
Canyon Creek in T. 35 N., R. 10 W., Mount Diablo meridian, in Trinity County, 
California ; 

(b) The project, exclusive of the transmission line, occupies 10.29 acres and 
the transmission line occupies a 50 foot wide right-of-way for a distance of 3.128 
miles, all being on lands of the United States within the Trinity National Forest ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Trinity 
National Forest, has recommended that a license be granted as hereinafter 
provided ; 

(ad) The Acting Secretary for the Secretary of the Interior has reported that 
the construction and use of the project will not interfere with the purpose of 
any reservation or withdrawal of public lands under the administration of that 
Department ; 

(e) The Assistant Secretary for the Secretary of Commerce has recommended 
that a license be issued without specific requirement for additional fish protec- 
tion at the present time, but has also stated that such protection may later be 
required. 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the State 
of California, and has submitted satisfactory evidence of compliance with all 
applicable State laws insofar as necessary to effect the purposes of a license for 
the project ; 

(2) That no other application for a similar project, or in conflict with the 
present application, is before the Commission ; 

(3) That notice of the application has been duly published and no protest has 
been filed thereto; 

(4) That the project does not affect any Government dam or navigable water 
of the United States; 

(5) That under the circumstances, the project is best adapted to a comprehen- 
sive plan for the improvement and utilization of water power development and 
for other beneficial public uses, including recreational purposes ; 

(6) That the issuance of a license as hereinafter provided will not interfere or 
be inconsistent with the purposes for which the Trinity National Forest was 
created or acquired, nor any reservation or withdrawal of public lands of the 
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United States, nor will it affect the development of any water power resources 
for public purposes which should be undertaken by the United States itself; 

(7) That the installed power capacity of the project is 150 horsepower and the 
hydroelectric energy generated thereby is used for mining and milling purposes; 

(8) That the installation of meters for measuring the electrical output of the 
project is not justified because of the expense entailed ; 

(9) That the amount of annual charges to be paid by the applicant for the pur- 
pose of reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands within the project area, is reasonable as hereinafter fixed 
and specified ; 

(10) That the maps and specifications filed as part of the application and des- 
ignated as exhibits F (FPC No. 1514-1), L (FPC No. 1514-2), and G, respec- 
tively, conform to the rules and regulations of the Commission; and 

The Commission orders: 

(A) That a license be issued to applicant for the operation and maintenance 
of the project for a period of 20 years, subject to the provisions of the Act and 
to the rules and regulations of the Commission thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects, and the following special conditions and provisions: 

(1) The licensee shall begin the rehabilitation of the project works within 6 
months from the date of issuance of the license, shall thereafter in gond faith 
and with due diligence prosecute such rehabilitation, and shall complete the 
same within 1 year and 6 months from the date of issuance of the license; 

(2) The licensee shall provide such fish protection as the Secretary of Com- 
merce may deem necessary ; 

(C) That subject to the provisions of section 10 (e) of the Act, the licensee 
shall pay to the United States, for the purpose of reimbursing it for the costs of 
administration of Part I of the Act, $10.00; and for the purpose of recom- 
pensing it for the use, occupancy, and enjoyment of its lands, $53.67; 

(D) That the maps and specifications specified in finding (10) above be and 
they are hereby approved as part of the license. 


Order instituting investigation 
Cities Service Gas Company 
(Docket No. G-141) 
October 20, 1939 


It appearing to the Commission that: 
(a) Cities Service Gas Company is a corporation organized and existing under 
the laws of the State of Delaware, and authorized to do business in the States of 
Kansas, Nebraska, Missouri, Oklahoma, and Texas, and is engaged in the trans- 
portation of natural gas in interstate commerce and the sale in interstate 
commerce of natural gas for resale for ultimate public consumption for domestic, 
commercia}, industrial, and other uses, and may be a natural-gas company, 
within the meaning of the Natural Gas Act; 

(b) On May 1, 1989, the Commission received from the Public Service Com- 
mission of the State of Missouri, a petition in which it was recited in substance, 
among other matters, that: 
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(1) Those Missouri distributing companies who are purchasing natural gas 
for resale from the Cities Service Gas Company have been and now are Including 
as a part of their operating expenses the cost of natural gas purchased from said 
Cities Service Gas Company for resale for domestic and commercial uses, which 
cost is a uniform 40 cents per M. c. f. for said natural gas, and that the rates 
for gas charged by said distributing companies are based, in part, upon the 
aforesaid 40-cent rate paid by them for such gas; 

(2) Prior to May 1, 1939, the Public Service Commission of the State of 
Missouri had endeavored by inquiry and by request at a conference with repre- 
sentatives of Cities Service Gas Company to ascertain and determine what price 
would be a fair and reasonable price for natural gas for resale to be paid by 
said Missouri distributing companies to the Cities Service Gas Company, but that 
such efforts had been unsuccessful, by reason of the interstate character of 
the transportation and sale of said natural gas and the failure and refusal of 
said Cities Service Gas Company voluntarily to furnish such information and data 
as would enable the Public Service Commission of the State of Missouri to 
determine a fair rate to be charged and paid for said natural gas which was 
sold by the Cities Service Gas Company to the Missouri distributing companies 
for resale; 

(c) In said petition, the Public Service Commission of the State of Missouri 
requests the Federal Power Commission to institute an investigation to deter- 
mine the reasonable and lawful gate rate to be charged by Cities Service Gas 
Company for natural gas sold to the following-named Missouri distributing 
companies: 


Missouri Gas and Electric Service Company 
Springfield Gas and Electric Company 

Carl Junction Gas Company 

Citizens Gas Company 

City Light and Traction Company 
Interstate Gas Company 

Kansas City Gas Company 

Gas Service Company 


for resale, to domestic and commercial consumers in 58 cities, towns and 
villages in said state; and that, “after such reasonable and lawful gate rate 
prices have been determined, to order, direct and require said Cities Service 
Gas Company to sell and furnish gas to such distributing companies at the 
respective lawful rates so determined and fixed” ; 

(d) By order of July 26, 1939, the Commission directed Cities Service Gas Com- 
pany to show cause why 

(1) Certain differentials in rates as between localities, for gas sold by it 
for resale to domestic and small commercial users, are not unreasonable ; and 

(2) It should not establish a weighted average town border rate of 30 cents 
per M. c. f. for natural gas sold by it in the States of Kansas and Missouri for 
resale to domestic and small commercial users; 

(e) On September 12, 1939, Cities Service Gas Company filed its answer to 
the order of July 26, 1939, which answer fails to present full responses to ‘the 
said order, and instead, alleges, among other things, that ‘the said order does 
not take into consideration a number ‘of items claimed to be necessary in the 
determination of the lawfulness of the rates presently charged by Cities Service 
Gas Company for natural gas; 

Wherefore, the Commission finds: 

That it is necessary and proper, in the public interest, and to aid in the 
enforcement of the provisions of the Natural Gas Act, that an investigation 
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be instituted by the Federal Power Commission, on its own. motion, into and 
concerning all rates, charges, or classifications demanded, observed, charged, 
or collected by the Cities Service Gas, Company, in connection with any trans- 
portation or sale of natural gas, subject to the jurisdiction of the Commission, 
and any rules, regulations, practices, or contracts, affecting such rates, charges, 
or classifieations; 

The Commission, on its own motion, orders: 

That an investigation of the Cities Service Gas Company be and it is hereby 
instituted for the purpose of enabling the Commission (1) to determine with 
respect to the said company whether, in connection with any transportation or 
sale of natural gas subject to the jurisdiction of the Commission, any rates, 
charges or classifications demanded, observed, charged, or collected, or any 
rules, regulations, practices, or contracts affecting such rates, charges, or classi- 
fications, are unjust, unreasonable, unduly discriminatory or preferential; and 
(2) if the Commission, after hearing has been had, shall find that any such 
rates, charges, classifications, rules, regulations, practices, or contracts are un- 
just, unreasonable, unduly discriminatory, or preferential, to determine and 
fix by, appropriate order or orders, just and reasonable rates, charges, classifica- 
tions, rules, regulations, practices, or contracts to be thereafter observed and 
in force. 


Order supplemental to order of October 19, 1987, directing accounting entry in 
conformity therewith 


Lexington Water Power Company 
(Project No. 516) 
October 24, 1939 


It appearing to the Commission that: 

(a) By order of May 2, 1939, the Commission directed Lexington Water Power 
Company, licensee of the -project designated on its records as project No. 516, to 
show cause on or before June 3, 1939, why the journal entry of said company 
of February 15, 1938, transferring $1,520,261.84 from electric plant to other 
physical property should not be suspended, and the total amount disallowed by 
Commission’s order of October 19, 1937, and its opinion In the Matter of Lexington 
Water Power Co.,1 F. P. C. 430, issued therewith, transferred to the appropriate 
accounts, and why said licensee should not in other respects make the proper 
adjustments in its books of accounts in compliance with Commission’s order of 
October 19, 1937, and its opinion In the Matter of Lexington Water Power Co., 
1 F. P. C. 430, and the provisions of the uniform system of accounts prescribed 
for public utilities and licensees; 

(b) Licensee by its response filed June 10, 1939, to said show cause order 
(reserving any right it has to retain said total disallowances on its books of 
account as an asset) proposes to make accounting entries in its books of account 
as follows: 

(1) To reverse its aforesaid journal entry of February 15, 1938, and addi- 
tional journal entry in the amount of $4,000 lodged in its accounts April 1938; 

(2) To make an entry on its books of account so as to reflect in a separate 
account (other physical property) purported costs applicable to nonproject 
land in the amount of $349,161.85, which cost, however, was set forth in Com- 
mission’s opinion In the Matter of Lexington Water Power Co., 1 F. P. C. 480 as 
$348,021.85; 
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(3) To make the necessary entries on its books of account so as to reduce its 
unamortized debt discount and expense account by a net amount of $119,369.80 
by the transfer thereof to other deferred debits and electric plant ; 

(4) To make entries on its books of account so as to suspend in other deferred 
debits the disallowed original costs not included in (2) and (3) above now 
included in electric plant and which will result in a balance as of June 30, 1932, in 
electric plant of $20,123,970.59 ; 

(5) To make an entry on its books of account so as immediately to write off 
$375,000.00, against surplus as a portion of the costs to be suspended in other 
deferred debits; and 

(6) To charge against surplus every calendar year beginning with the year 
1939, the sum of $50,000.00 out of the costs proposed to be suspended in other 
deferred debits referred to in (4) above; 

The Commission upon consideration of the full record herein, its order to show 
cause dated May 2, 1939, and the response thereto filed by the licensee on June 10, 
1939, finds: 

(a) That licensee has not complied with the Commission’s order of October 19, 
1937, and its opinion In the Matter of Lexington Water Power Co., 1 F. P. C. 430, 
issued therewith, since it is carrying the total disallowances, which in fact repre- 
sent no project property, as an asset for balance sheet purposes; 

(b) That licensee has not shown good cause why the total amount disallowed 
by the Commission’s order of October 19, 1937, and its opinion In the Matter of 
Lexington Water Power Co., 1 F. P. C. 4380, issued therewith, should not be 
transferred to the appropriate accounts; 

(c) That licensee should make the proper adjustments in its books of account 
in compliance with said order and opinion and with the provisions of the uniform 
system of accounts prescribed for public utilities and licensees as hereinafter 
provided ; 

The Commission orders: 

(A) That Lexington Water Power Company, licensee, forthwith adjust its books 
of account to agree with the project claimed costs as adjusted and considered by 
the Commission in its opinion In the Matter of Lexington Water Power Co., 
1 F. P. C. 480, by credit to project costs in amount of $13,278.01; by credits to 
account 140, unamortized debt discount and expense (bonds), $79,775.65, and un- 
amortized debt discount and expense (debentures) , $39,594.15; by credit to account 
125, accounts receivable, $10,385.42; and by debit to account 414, miscellaneous 
debits to surplus, $143,033.23 ; 

(B) That Lexington Water Power Company, licensee, forthwith on its books 
of account transfer an amount of $1,167,721.35 from account 110, other physical 
property, to account 414, miscellaneous debits to surplus; 

(C) That Lexington Water Power Company, licensee, forthwith transfer on its 
books of account an amount of $8,518.64 from account 110, other physical property, 
to account 140, unamortized debt discount and expense (unamortized bond expense, 
$4,661.20; unamortized debenture expense, $3,857.44) ; 

(D) That Lexington Water Power Company, licensee, forthwith on its books of 
account record entries to adjust its amortization of debt discount and expense 
from December 31, 1930, because of the adjustments shown in (A) and (C) above 
(unamortized bond expense, $75,114.45 (net) and unamortized debenture expense, 
$35,736.71 (net)) by credits to account 401, miscellaneous credits to surplus, and 
account 531, amortization of debt discount and expense, as appropriate ; 

(E) That within 60 days of service of this order, Lexington Water Power 
Company, licensee, comply with this order and execute and submit to the Commis- 
sion F. P, C. Form No. 76 showing such compliance. 
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Order supplemental to orders of October 31, 1933, and Septémber 30, 1937, 
directing accounting entry in compliance therewith 


Louisville Gas and Electric Company 


(Project No. 289) 
October 31, 1939 


It appearing to the Commission that: 

(a) By order of April 4, 1939, the Commission directed Louisville Gas and 
Electric Company, a public utility and licensee of the project designated on the 
Commission’s records as project No. 289, to show cause on or before April 25, 
1939, why its journal entry of September 12, 1938, transferring $601,973.57 from 
electric plant in process of reclassification (Account 100.6) to electric plant 
acquisition adjustments (Account 100.5) should not be suspended and the amount 
involved therein transferred as a charge against the company’s appropriate sur- 
plus account in compliance with the Commission’s orders of October 31, 1933, 
and September 30, 1937, and with the provisions of the uniform system of 
accounts prescribed for public utilities and licensees ; 

(6) Upon application filed April 19, 1939, by Louisville Gas and Electric Com- 
pany for an extension of time in which to file its response to said show cause 
order, the Commission by its order of April 21, 1939, extended said time’ from 
April 25, 1939, to July 25, 1939; 

(c) Louisville Gas and Electric Company on July 25, 1939, filed its response 
to said show cause order; 

The Commission upon consideration of the full record herein, its order to 
show cause dated April 4, 1939, and the response filed thereto July 25, 1939, 
finds: 

(1) That Louisville Gas and Electric Company has not complied with the 
Commission’s orders of October 31, 1933, and September 30, 1937, since it is car- 
rying the total disallowances, in an amount of $601,973.57, which in fact repre- 
sents no project property, in electric plant acquisition adjustments (Account 
100.5) for balance sheet purposes, the same having been transferred thereto by 
journal entry of September 12, 1938, from electric plant in process of reclassifica- 
tion (Account 100.6) ; 

(2) That Louisville Gas and Electric Company has not shown good cause why 
its said journal entry of September 12, 1938, should not be suspended and the 
amount involved therein transferred to the appropriate surplus account; 

(3) That Louisville Gas and Electric Company should make the proper ad- 
justments in its books of account, in compliance with said orders of October 
31, 1933, and September 30, 1937, and with the provisions of the uniform system 
of accounts prescribed for public utilities and licensees, as hereinafter provided ; 

And the Commission orders: 

(A) That the journal entry of September 12, 1938, of Louisville Gas and 
Electrie Company transferring $601,973.57 from electric plant in process of 
reclassification (Account 100.6) to electric plant acquisition adjustments (Ac- 
count 100.5) be and the same is hereby suspended and the amount involved 
therein be transferred forthwith as a chargé to miscellaneous debits to surplus 
(Account 414) ; 

(B) That, within 60 days of service of this order, Louisville Gas and Electric 
Company comply with this order and execute and submit to the Conimission 
F. P. C. Form No. 76 showing such compliance. 
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Finding under sections 4 (e) and 21 of the Federal Power Act 
Brazos River Conservation and Reclamation District 
(Project No. 1490) 

October 31, 1939 


Upon application filed October 21, 1939, on behalf of the Brazos River 
Conservation and Reclamation District, licensee for project No. 1490, now being 
constructed on the Brazos River, Texas, for a finding under sections 4(e) 
and 21 of the Federal Power Act; and 

It appearing from reports submitted on the proposed method of operation 
of the project and from the entire project record, that: 

(a) The Commission made a finding on April 13, 1938, upon declaration 
of intention filed by the aforesaid Brazos River Conservation and Reclama- 
tion District pursuant to section 23(b) of the Act, that the interests of interstate 
or foreign commerce would be affected by the proposed construction ; 

(b) The Commission made a further finding on May 138, 1938, that the 
project, including the modified maps, plans, and specifications therefor, would 
be best adapted to a comprehensive plan for improving or developing a 
waterway for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other bene- 
ficial uses, including recreational purposes ; 

(c) The operation of the project will have the direct effect of increasing 
the flow during low-water periods, with consequent increase in navigable 
depths, in and along the Brazos River below the project; 

(d) The operation of the project will have the direct effect of reducing 
flood flows, with consequent reduction of bank caving, siltation of channels, 
damage to wharves and docks, and mitigation of channel shifting, in and 
along the Brazos River below the project; 

(e) By reason of the effects which will result from the operation of the 
project as stated in paragraphs (c) and (d) above, the Brazos River will 
be better adapted to the uses of interstate and foreign commerce; 

The Commission finds: 

That the construction and operation of the aforesaid project No. 1490, is, in 
the judgment of the Commission, desirable and justified in the public interest 
for the purpose of improving and developing the aforesaid Brazos River for 
the use or benefit of interstate and foreign commerce. 


Order to show cause 


Pacific Gas and Electric Company 


(Project No. 708) 
November 3, 1939 


It appearing to the Commission that: 

(a) The Federal Power Commission, on November 12, 1929, purported to issue 
a license for a “minor part of a complete project” to the Sierra & San Francisco 
Power Company, a corporation, on an arbitrary horsepower capacity basis of 500 
horsepower which license waived all conditions required in major licenses, except 
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those in sections 4 (b), 6, 10 (b), 10 (c), 10 (e), 10 (f), and 10 (g), and con- 
tained a provision requiring the licensee to clear the reservoir serving the project; 

(b) Pacific Gas and Electric Company, a corporation, is transferee of said 
license, which is for project 708 on the Stunislaus River, California, near Melones 
Dam and Reservoir ; 

(c) Project 708 is in reality one complete unit of development consisting of 
Melones Dam, Reservoir, conduit, tunnel, powerhouse, and transmission lines, 
and the horsepower capacity of the project was in excess of 2,000 horsepower on 
the basis of monthly flow and 11,000 horsepower on the basis of annual flow and 
said license is not in reality for a minor part of said complete project ; 

(d) The action of the then Commission fixing the horsepower capacity of the 
said project at 500 horsepower, issuing a minor part license therefor and authoriz- 
ing transfer of such minor part license, was arbitrary, capricious, without statu- 
tory or other authority, and contrary to law; 

(e) The United States has thereby been deprived, in part, of its reasonable 
annual charges justly attaching to the said project, and further, has been deprived 
of its right to recapture the said project 708 pursuant to the provisions of law 
applicable to a major project license, and such right of recapture and other rights 
of the United States, incident to a major project license, are.essential and neces- 
sary to the public interest; and 

(f) The licensee has violated the terms of said license by not clearing the 
reservoir as therein provided; 

The Commission, on its own motion, orders that the Pacific Gas and Electric 
Company shall, under oath, show cause, if any there be, on or before December 
15, 1939: 

(1) Why it should not, on or before January 1, 1940, apply to the Commission 
for and when issued by the Commission accept a proper major project license for 
said project (No. 708) in accordance with the provisions of the Federal Power 
Act and the rules of practice and regulations relating thereto, in place of its said 
minor part license; or 

(2) Why appropriate proceedings should not be instituted against the Pacific 
Gas and Electric Company, the licensee, to determine whether said so-called 
minor part license of said licensee was issued improperly, unlawfully or without 
statutory or other lawful authority and should be revoked, rescinded, or cancelled, 
and why the Commission should not request the Attorney General to institute 
proceedings in equity in the appropriate United States District Court for revoca- 
tion, rescission, or cancellation on general equity grounds and pursuant to section 
26 of the Federal Power Act; and 

(3) Why the Commission should not issue such other and further order as it 
may find appropriate, expedient, and in the public interest to conserve and utilize 
the navigation and water resources of the region. 


Order authorizing commissioners and others to preside at hearings 
November 3, 1939 


It appearing to the Commission that: 
(1) In the discharge of its statutory duties and responsibilities, it is and 
will continue to be necessary to hold public hearings, and, 

(2) The complexity and extent of such duties and responsibilities render it 
necessary to the efficient and prompt performance thereof, that trial examiners, 
other members of the Commission’s staff, as well as members of the Commission 
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shall be authorized, designated and empowered to hold public hearings pursuant 
to the authority vested in the Commission by the provisions of the Federal 
Power Act and the Natural Gas Act and particularly by sections 307 and 308 
of the Federal Power Act, and sections 14 and 15 of the Natural Gas Act; 

It is ordered: 

(a) That the Chairman, or Acting Chairman, be and he is hereby authorized 
to designate a Commissioner, trial examiner, or other member of the Commis- 
sion’s staff to preside in each matter set for public hearing by the Commission; 

(b) That members of the Commission, trial examiners and such other members 
of the Commission's staff as may hereafter be designated by the Chairman 
to conduct public hearings, are hereby authorized to preside at any of said hear- 
ings for which they may be designated, at the time and place fixed therefor, 
and are empowered to administer oaths and affirmations, subpoena witnesses, 
compel their attendance, take evidence, and in addition require the production 
of any books, papers, correspondence, memoranda, contracts, agreements, or 
other records which the Commission finds relevant or material to the inquiry, 
and to perform any other duties appropriate and necessary to such assignment. 
Upon the completion of the hearing in any matter, the presiding officer assigned 
to the case is hereby authorized and directed, within his discretion, to fix the 
time for filing of briefs, and, within a reasonable time after the close of the 


hearing, to prepare a report of the proceedings and transmit the same to the 
Commission. 


Order permitting interested State commissions to participate in hearing 


Colorado Interstate Gas Company 
(Docket No. G—138) 
November 7, 1939 


It appearing to the Commission that: 

(a) On September 27, 1939, the Commission adopted an order fixing the date 
of hearing in this proceeding for October 30, 1939, at 10 o’clock a. m., in the 
hearing room of the Federal Power Commission in the Hurley-Wright Building, 
1800 Pennsylvania Avenue N. W., Washington, D. C.; and upon request of Colo- 
rado Interstate Gas Company, the Commission on October 20, 1939, ordered a 
postponement of the said date of hearing to November 20, 1939, at the same time 
and place; 

(db) In a communication addressed to the Commission dated October 27, 1939, 
the Public Service Commission of the State of Wyoming requested the holding 
of a joint hearing, permitting the said state commission to participate in this 
proceeding ; 

It further appearing to the Commission that good cause exists for permitting 
interested state commissions to participate in this proceeding; 

The Commission orders: 

That the Public Service Commission of Wyoming and other interested state 
commissions may participate in this proceeding as provided for in section 67.4 
of the provisional rules of practice and regulations under the Natural Gas Act. 
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Order denying application for continuance 
Alabama Power Company 
(Projects Nos. 82, 349, and 618) 
November 10, 1939 


Upon application filed November 10, 19389, by the Alabama Power Company, 
licensee of projects Nos. 82, 349 and 618, for a continuance of the hearings on 
the costs of the above-named projects for at least thirty days; : 

It appearing to the Commission that: 

(a) On September 26, 1939, the Commission adopted an order fixing Novem- 
ber 6, 1939, as the date for hearing upon those matters involved in project 
No. 82 which were remanded to the Commission pursuant to the mandate of 
the United States Court of Appeals for the District of Columbia in Alabama 
Power Company, appellant, v. Frank R. McNinch, et al. (94 Fed. (2) 601) ; 

(b) On the same date, the Commission adopted separate orders fixing Novem- 
ber 9, 1939, and November 20, 1939, respectively, as the dates for hearings upon 
matters involved in the determination of the actual legitimate original cost of 
projects Nos. 349 and 618; 

(c) On October 6, 19389, the Alabama Power Company, as licensee of projects 
Nos. 82, 349 and 618, filed an application praying that the Commission grant a 
continuance of the hearings, as fixed by the Commission’s orders of September 
26, 1939, for at least ninety days; 

(d) Pursuant to licensee’s said application for a continuance filed October 6, 
1939, the Commission by separate orders adopted October 13, 1939, postponed 
the said hearings with respect to projects Nos. 82, 349 and 618 to November 27, 
1939, November 30, 1939, and December 8, 1939, respectively ; 

(e) On November 10, 1939, the Alabama Power Company filed a second 
application praying that the Commission grant a further continuance for at 
least thirty days of the said hearings on the costs of projects nos. 82, 349 
and 618; 

The Commission, having considered licensee’s application for continuance of 
hearing and the contentions therein set forth, finds that: 

(1) No new facts, grounds, or reasons for continuance not heretofore before 
the Commission have been presented and by reason thereof good cause has not 
been shown for granting a further continuance of the cases now set for hearing 
by Commission's orders of October 13, 1939; 

(2) It will not be in the public interest to grant a further continuance of 
the hearings on the costs of projects Nos. 82, 349 and 618; 

Wherefore, the Commission orders: 

That the application of the Alabama Power Company for continuance of the 
hearings now scheduled for November 27, November 30, and December 8, 1939, 
pursuant to the Commission’s orders of October 13, 1939, be and the same is 
hereby denied. 





636 FEDERAL POWER COMMISSION 


Order fixing date for hearing on motion for interim rate order 


Illinois Commerce Commission, Complainant, v. Natural Gas Pipeline Company 
of America and Texoma Natural Gas Company, Defendants; Natural Gas 
Pipeline Company of America and Texoma Natural Gas Company 


(Docket Nos. G—109 and G—112) 
November 15, 1939 


It appearing to the Commission that: 

(a) On September 23, 1938, a petition was filed by the Illinois Commerce 
Commission praying that a citation be issued directing the defendants herein to 
show cause why the rates charged for nataral gas in the State of Illinois should 
not be reduced and further that an order be entered setting fair, just, and 
reasonable rates for such natural gas; 

(b) On October 14, 1938, this Commission, on its own motion in docket G—112, 
ordered an investigation to enable the Commission to determine, among other 
things, whether the rates and charges of the defendants are unjust or unreason- 
able and, if so, to fix by appropriate order or orders just and reasonable rates 
or charges; 

(c) On November 16, 1938, the defendants filed their answer to the petition 
of the Illinois Commerce Commission in docket G-109 denying that their rates 
or charges ‘were unreasonable or unjust and also contesting the jurisdiction 
and power of this Commission to enter any order or orders such as to affect 
the rates or charges of the defendants; 

(d) On April 14, 1939, this Commission entered an order consolidating the 
proceedings involved in docket G-109 and G-112, for the purpose of hearing, and 
fixing May 8, 1939, as the date of the first hearing; 

(e) Since May 8, 1939, hearings have been held from time to time in Chicago, 
Tilmois, and Washington, D. C., and at said hearings the defendant-respondent 
companies each has appeared by counsel and each has had an opportunity to be 
heard and has offered of record both oral and documentary evidence relating 
to the issues herein; 

(f) On November 7, 1939, counsel for Tilinois Commerce Commission, com- 
plainant, and counsel for the Federal Power Commission, filed with the trial 
examiner herein their motion alleging, among other things, that the rates and 
charges of Natural Gas Pipeline Compauy of America should be reduced and 
praying that this Commission enter'an immediate interim order fixing just and 
reasonable rates for gas sold by Natural Gas Pipeline Company of America, 
in which said motion it is further alleged the record disclosed, among other 
things, that: 

(1) The average annual return for the first seven years of the operations of 
defendant-respondent companies (1932-1938, inclusive) after all charges for de- 
preciation, depletion and retirements have been made annually, has been sub- 
stantially 8% on annual average gross book cost of the defendant-respondent 
companies’ properties plus working capital, without any deduction for existing 
depreciation or depletion (P. 7T-I-c, page 3) ; 

(2) Net operating earnings for the Jast year, 1938, after all charges for 
depreciation, depletion and retirements, amounted to approximately 11% on 
average gross book cost of the defendant-respondent companies’ properties plus 
working capital without any deduction for existing depreciation or depletion 
(P. 7-I-c, page 8) ; 
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(3) Taking in lieu of the charges for depreciation, depletion and retirements 
made by defendant-respendent companies in the first seven years of operations, 
1982-1988, the annual sinking fund amount necessary to build up. a reserve to 
amortize the defendant-respondent companies’ estimate of total capital expendi- 
tures over the entire life of the project, the average return for the first seven 
years of operations has been 9.3% upon the average of the total gross investment 
to December 31, 1988, plus working capital (P. 7-I-m, page 5); 

(4) In accordance with the defendant-respondent companies’ own estimate 
of the life of their properties, the minimum period for amortizing the investment 
is 23 years (P. T-I-g, page 4) ; 

(5) The defendant-respondent companies’ estimate of the total capital expen- 
diture for the entire twenty-tbree year period, less salvage, amounts to. $78,- 
284,009 (P. 7-I-k, page 5); 

(6) An annual sinking fund allowance of $1,622,436 with interest at 6%, 
compounded semi-annually, will accumulate the total of $78,284,009 in twenty- 
three years (P. 7-I-k, page 5) ; 

(7) Based upon this annual amortization figure of $1,622,436 and using the 
defendant-respondent companies’ estimates of earnings available for amortiza- 
tion and return, the percent return upon average total capital expenditure 
plus working capital for the years 1931-1941 is as follows: 

Percent 


(P. 7-II-b, page 6) ; 
(8) The returns for each such year on the basis set out in paragraph 7, 
above, represent the following amounts over 6% and 61%4% returns, respectively : 


1939 1940 1941 
Excess over 6% $4, 109, 914 $3, 816, 623 $3, 574, 362 
Excess over 614% $3, 777, 750 $3, 472, 859 $3, 224, 055 

(P. 7-II-b, page 6) ; 

(9) Although the defendant-respondent companies estimated as recently as 
September 8, 1939, that the net earnings for 1939 would be less than the net 
earnings for 1938, the books of the defendant-respondent companies disclose 
for the first eight months of 1939 in relation to the same period in 1938: 

(a) An increase of $1,003,425 in gross earnings from operations; 

(b) An increase of $802,518 in net earnings from operations ; 

(c) A decrease of $137,702 in interest expense; and 

(d) An increase of $1,228,984 in. net earnings available for dividends after 
all charges for depreciation, depletion, retirement expense, amortization of bond 
discount and expense and interest (P. 7—II-e, page 7) ; 

(10) On the basis of the defendant-respondent companies’ reproduction cost 
estimate the defendant-respondent companies will earn a return of 10.7% or 
not less than $3,211,661 above a 6% return and not less than $2,872,935 above 
a 614% return for 1939, after all charges as estimated by defendant-respondent 
companies for depreciation, depletion and retirements, (exclusive of additional 
return, if any, in the amount by which the defendant-respondent companies’ 
actual earnings for 1939 may exceed their estimates thereof) upon such repro- 
duction cost new, plus working capital less the defendant-respondent com- 
panies’ own estimate of “viewed” depreciation of $2,866,758 (which compares 
to the depreciation reserve of $11,405,038) (P. 7-ILI-a, page 8) ; 

(11) Net earnings available for return for the year 1939 (exclusive of addi- 
tional earnings, if any, in the amount by which the defendant-respondent com- 
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panies’ actual earnings for 1939 may exceed their estimates thereof), with 
the annual amortization allowance of $1,622,436 sufficient to amortize the 
defendant-respondent companies’ estimate of total investment of $78,281,009 
over twenty-three years, will amount to an 11.6 percent return upon an unde- 
preciated reproduction cost rate base or $3,931,152 excess over 6 percent or 
$3,578,092 excess over 6% percent return upon such undepreciated reproduction 
cost rate base (P. 7-III-c, page 9); and 

(12) The defendant-respondent companies have had a full and complete 
hearing and counsel for the defendant-respondent companies states on October 
6, 1939, that their case on direct examination had been completed ; 

(g) Said motion praying that this Commission adopt an interim rate order 
has been referred by the trial examiner to the Commission ; 

The Commission orders: 

That said motion for interim rate order be and the same is hereby set down 
for hearing before the Commission en banc on Monday, December 11, 1939, at 
10:00 a. m., in the hearing room of the Federal Power Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue, N. W., Washington, D. C., and at 
such time counsel for this Commission, the Illinois Commerce Commission, 
complainant, and defendant-respondent companies may file briefs and present 
oral argument. 


Order authorizing and approving sale of electric facilities 


Southern Public Service Company and Kentucky and West Virginia Power 
Company, Incorporated 


(Docket No. I'T-5556) 
November 15, 1939 


Upon the application filed June 19, 1939, pursuant to section 203 of the 
Federal Power Act, by Southern Public Service Company, a Kentucky cor- 
poration having its principal business office at Ashland, Kentucky, for an 
order authorizing it to sell and dispose of its entire electric facilities to Ken- 
tucky and West Virginia Power Company, Incorporated, a Kentucky corpora- 
tion having its principal business office at Ashland, Kentucky; and 

Upon the application filed July 29, 1939, pursuant to section 203 of the 
Federal Power Act, by said Kentucky and West Virginia Power Company, In- 
ecorporated, for an order authorizing it to purchase the entire electric facilities 
of said Southern Public Service Company; 

The Commission, having considered said applications, the record of proceed- 
ings pertaining thereto, including the transcript of the testimony adduced and 
the exhibits introduced at the hearing; and 

It appearing to the Commission that: 

(a) Southern Public Service Company proposes to sell to Kentucky and 
West Virginia Power Company, Incorporated, and Kentucky and West Virginia 
Power Company, Incorporated, proposes to purchase the entire electric facil 
ties of Southern Public Service Company (more fully described in exhibit L 
accompanying the application of Southern Public Service Company), for the 
cash consideration of $70,000.00; 

(6) An order authorizing the said sale of facilities by Southern Public 
Service Company to Kentucky and West Virginia Power and Light Company, 
Incorporated, has been entered by the Public Service Commission of Kentucky 
upon the petition of the applicants; 
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(c) Written notices of the filing of the aforesaid applications were duly 
served on the Governor of Kentucky, and Governor of West Virginia, the 
Public Service Commission of Kentucky, and the Public Service Commission of 
West Virginia, and notice was published in the Federal Register for June 23, 
1939 ; " 

(d) Written notice of the order fixing the date of hearing on said applica- 
tions was duly given to the Applicants, to the Governor of the State of Ken- 
tucky and the Public Service Commission of Kentucky, and was published in 
the Federal Register for September 15, 1939; 

(e) A public hearing upon the said applications was duly held on Septem- 
ber 29, 1939, pursuant to the aforesaid notices, at which both applicants were 
heard ; 

(f) No protest or objection to the granting of the said applications has been 
heard or received; 

And the Commission finds: 

(1) That the Southern Public Service Company is a corporation organized 
and existing under the laws of the State of Kentucky, and duly qualified to 
trausact business within the State of Kentucky; 

(2) That Southern Public Service Company is engaged in the business of 
generating, transmitting, and distributing electric energy for public consump- 
tion in the village of West Liberty, Kentucky, and is engaged in the business of 
transmitting and distributing electric energy for public consumption in the 
city of Louisa and the hamlet of Fallsburg in Lawrence and Morgan Counties, 
in the State of Kentucky; 

(3) That Southern Public Service Company is a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act by rea- 
son of ownership and operation of facilities, among others, for the transmis- 
sion of electric energy which is transmitted between the states of Kentucky 
and West Virginia, and consumed by persons other than the transmitter, at 
points outside the state or states in which it is generated ; 

(4) That Kentucky and West Virginia Power Company, Incorporated, is a 
corporation organized and existing under the laws of the state of Kentucky 
and duly qualified to transact business within the state.of Kentucky; 

(5) That Kentucky and West Virginia Power Company, Incorporated, is 
engaged in the business of generating, transmitting, and distributing electric 
energy for public consumption, among other localities, in the municipalities 
of Greenup, Russell, Ashland, Catlettsburg, Paintsville, Prestonsburg, Pikeville, 
and Hazard, together with contiguous and/or intervening territory in the 
counties of Greenup, Boyd, Carter, Rowan, Martin, Johnson, Magoffin, Pike, 
Floyd, Knott, Breathitt, Perry, Letcher, and Leslie, in the state of Kentucky; 

(6) That Kentucky and West Virginia Power Company, Incorporated, is a 
public utility within the meaning of the Federal Power Act by reason of its 
ownership and operation of facilities, among others, for the transmission or 
sale at wholesale of electric energy transmitted from a state and consumed by 
persons other than the transmitter at points outside the state from which 
transmitted ; 

(7) That the electric facilities proposed to be sold by Southern Public Service 
Company to Kentucky and West Virginia Power Company, Incorporated, include 
facilities for the transmission of electric energy transmitted from a state and con- 
sumed at points outside such state, which facilities are, therefore, facilities for 
the transmission or sale at wholesale of electric energy in interstate commerce ; 

(8) That the facilities which are the subject of the proposed sale and purchase 
include the whole of the facilities of Southern Public Service Company for the 
transmission or sale at wholesale of electric energy in interstate commerce; 
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(9) That the purchase of the facilities which, are the subject: of the proposed 
sale and purchase is a merger of) the facilities: of Kentucky and West. Virginia 
Power Company; Incorporated, for the transmission or sale at wholesale of electric 
energy. in interstate-commerce with electric operating facilities, of Southern Public 
Service Company within the meaning of the Federal Power Act; 

(10) That applicants, Southern Public Service Company and Kentucky and 
West Virginia Power Company; Incorporated, have not presented: sufficient. evi- 
dence in the record upon which findings of the accuracy of the original cost of the 
facilities proposed to be sold and of the adequacy of the amount proposed to be 
credited to the depreciation reserve aceount of the Kentucky and West Virginia 
Power Company, Incorporated, may eb. based; 

(11) That the proposed sale and purchase of facilities, insofar as subject. to 
the requirements of said section 203, will be consistent with the public interest 
and the authorization thereof as hereinafter provided will be appropriate to secure 
the maintenance of adequate service and the coordination in the public interest of 
facilities subject to the jurisdiction of this Commission. 

The Commission orders: 

(A) That the proposed sale of electric facilities by Southern Public Service Com- 
pany to Kentucky and West Virginia Power Company, Incorporated, and the 
proposed purchase of said facilities by Kentucky and West Virginia Power Com- 
pany, Incorporated, of Southern. Public Service Company be and the same hereby 
are authorized and approved insofar as they involve facilities subject to the pro- 
visions of section 203 of the Federal. Power Act; 

(B) That the foregoing authorization and approval is without prejudice to the 
authority of this Commission or any regulatory body with, respect to rates, val- 
uations, original costs, services, accounts; or any other matter whatsoever which 
may come before this Commission or such other regulatory body; and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mates or determinations of original costs, or any valuation of property, claimed 
or asserted with respect to any of the facilities covered by these applications ; 

(C) That this authorization shall expire unless acted upon within sixty (60) 
days after the date hereof ; 

(D) That the applicants shall file reports as required by section 33.8 of the 
Commission’s Rules-of Practice and Regulations. 


Order authorizing and approving sale of electric facilities 
Southern Utilities Company and Appalachian Electric Power Company 
(Docket No. IT-5557) 

November 15, 1989 


Upon the application filed June 19, 1939; pursuant to section 203 of the Federal 
Power Act, by Southern Utilities Company, a West Virginia corporation having 
its principal business office at Ashland, Kentucky, for an order authorizing it to 
sell and dispose of its entire electric facilities to Appalachian Electric Power 
Company, a Virginia corporation having its principal business offices at Roanoke, 
Virginia, Charleston, West Virginia, and Kingsport, Tennessee; and 

Upon the application filed July 29, 1939, pursuant to section 203 of the Federal 
Power Act, by said Appalachian Electric Power Company, for an order authoriz- 
ing it to purchase the entire electric facilities of said Southern Utilities: Company ; 
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The Commission having considered said applications, the record of proceedings 
pertaining thereto, including the. transcript of the testimony adduced and the 
exhibits introduced at the hearing; and 

It appearing to the Commission that: 

(a). Southern Utilities Company proposes to sell to Appalachian Electric Power 
Company, and Appalachian Electric Power Company proposes to purchase the 
entire electric facilities of Southern Utilities Company (more fully described in 
exhibit L accompanying the application of Southern Utilities Company), for the 
cash consideration of $80,000.00; 

(>) An order authorizing the said sale of facilities by Southern Utilities Com- 
pany to Appalachian Electric Power Company has been entered by the Public 
Service Commission of West Virginia upon the petition of the applicants; 

(c) Written notices of the filing of the aforesaid applications were duly served 
on the Governor of West Virginia, the Public Service Commission of West Vir- 
ginia, and notice was published in the Federal Register for June 23, 1939; 

(d) Written notice of the order fixing the date of hearing of said applications 
was duly given to the applicants, to the Governor of the State of West Virginia 
and the Governor of the State of Kentucky, the Public Service Commission of 
West Virginia and the Public Service Commission of Kentucky, and was.published 
in the Federal Register for September 15, 1939; 

(e) A public hearing upon the said applications was duly held on September 
29, 1939, pursuant to the aforesaid notices, at which both applicants were heard; 

(f) No protest or objection to the granting of the said applications has. been 
heard or received ; 

And the Commission finds: 

(1) Southern Utilities Company is a corporation organized and existing under 
the laws of the State of West Virginia, and duly qualified to transact business 
in the State of West Virginia ; 

(2) Southern Utilities Company is.engaged in the business of transmitting 
and distributing electric energy for public consumption in and about the villages 
of Hamlin and Hurricane in Lincoln, Putnam, and Cabell Counties, in the State 
of West Virginia ; 

(3) Southern Utilities Compay is a public utility within the meaning of that 
term as used in section 208 of the Federal Power Act by reason of ownership and 
operation of facilities, among others, for the transmission or sale at wholesale 
of electric energy which is transmitted between the States of Kentucky and West 
Virginia, and consumed by persons other than the transmitter, at points outside 
the state or states in which it is generated ; 

(4) Appalachian Electric Power Company is a corporation organized and 
existing under the laws of the State of Virginia and duly qualified to transact 
business in the State of West Virginia ; 

(5) Appalachian Blectric Power Company is engaged in the business of gen- 
erating, transmitting and distributing electric energy for public consumption, 
among other localities,.in the municipalities of Lynchburg, Roanoke, Vinton, 
Pulaski, Wytheville, Marion, Galax, Saltville, and Bluefield, together with con- 
tiguous and/or intervening territory in the counties of Albermarle, Fluvanna, 
Nelson, Amherst, Campbell, Bedford, Botetourt, Craig, Roanoke, Franklin, 
Pittsylvania, Henry, Patrick, Floyd, Montgomery, Giles, Pulaski, Bland, Wythe, 
Carroll, Grayson, Smyth, Tazewell, Buchanan, Dickenson, Russell, Washington, 
Wise, and Scott in the State of Virginia, and, also, among other localities, in 
the municipalities of Bluefield, Princeton, Welch, Beckley, Williamson, Logan, 
Montgomery, Charleston, South Charleston, Dunbar, St. Albans, Huntington, 
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and Kenova, together with contiguous and/or intervening territory in the coun- 
ties of Mercer, Monroe, Summers, Greenbrier, McDowell, Wyoming, Raleigh, 
Fayette, Nicholas, Clay, Kanawha, Roane, Jackson, Mason, Putnam, Lincoln, 
Boone, Logan, Mingo, Wayne, and Cabell in the State of West Virginia; 

(6) Appalachian Electric Power Company is a public utility within the mean- 
ing of the Federal Power Act by reason of ownership and operation of facili- 
ties, among others, for the transmission or sale at wholesale of electric energy 
transmitted from a state and consumed by persons other than the transmitter 
at points outside the state from which transmitted ; 

(7) The electric facilities proposed to be sold by Southern Utilities Com- 
pany to Appalachian Electric Power Company, include facilities for the trans- 
mission of electric energy transmitted from a state and consumed at points 
outside such state, which facilities are, therefore, facilities for the transmission 
or sale at wholesale of electric energy in interstate commerce; 

(8) The facilities which are the subject of the proposed sale and purchase 
include the whole of the facilities of the Southern Utilities Company for the 
transmission or sale at wholesale of electric energy in interstate commerce; 

(9) The purchase of the facilities which are the subject of the proposed 
sale and purchase is a merger of the facilities of Appalachian Electric Power 
Company for the transmission or sale at wholesale of electric energy in inter- 
state commerce with electric operating facilities of Southern Utilities Com- 
pany within the meaning of the Federal Power Act; 

(10) Applicants Southern Utilities Company and Appalachian Blectriec Power 
Company have not presented sufficient evidence in the record upon which find- 
ings of the accuracy of original cost of the facilities proposed to be sold and of 
the adequacy of the amount proposed to be credited to the depreciation reserve 
account of Appalachian Electric Power Company, may be based; 

(11) The proposed sale and purchase of the facilities insofar as subject 
to the requirements of said section 203, will be consistent with the public in- 
terest and the authorization thereof as hereinafter provided will be appro- 
priate to secure the maintenance of adequate service and the coordination in 
the public interest of facilities subject to the jurisdiction of this Commis- 
sion ; 

The Commission orders: 

(A) That the proposed sale of electric facilities by Southern Utilities Com- 
pany to the Appalachian Electric Power Company and the proposed purchase 
of said electric facilities by Appalachian Electric Power Company of Southern 
Utilities Company be and the same hereby are authorized and approved inso- 
far as they involve facilities subject to the provisions of section 203 of the 
Federal Power Act; 

(B) That the foregoing authorization and approval is without prejudice to 
the authority of this Commission or any regulatory body with respect to rates, 
valuations, original costs, services, accounts, or any other matter whatsoever 
which may come before this Commission or such other regulatory body; and 
nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimates or determinations of original costs, or any valuation of 
property, claimed or asserted with respect to any of the facilities covered by 
these applications ; 

(C) That this authorization shall expire unless acted upon within sixty (60) 
days after the date hereof ; 

(D) That the applicants shall file reports as required by section 33.8 of the 
Commission’s Rules of Practice and Regulations. 
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Order vacating order of suspension 


Colorado-Interstate Gas Company 


(Docket No. G—138) 


November 16, 1939 


It appearing to the Commission that: 

(a) On September 27, 1939, the Commission by its order suspended certain 
increased rates for natural gas supplied by the Colorado-Interstate Gas Company 
to the Colorado-Wyoming Gas Company, which were proposed to be made effec- 
tive on September 28, 1939, and fixed October 30, 1939, as the date for public 
hearing concerning the lawfulness of said proposed increased rates; 

(b) On October 20, 1939, the Commission, acting pursuant to the request of 
the Colorado-Interstate Gas Company, postponed said hearing to November 20, 
1939 ; 

(c) On October 26, 1939, the Colorado-Interstate Gas Company filed with the 
Commission an application for rehearing and stay of order of September 27, 
1939, praying: 

(1) That the Commission grant respondent a statutory rehearing in respect 
of said order of September 27, 1939, and conduct what will in effect be the 
first hearing in respect to the matter set forth therein ; 

(2) Upon such rehearing the Commission abrogate and set aside the order 
and grant respondent such other relief as is necessary and appropriate; 

(3) That the Commission forthwith stay its order pending such rehearing; 

(@) On March 14, 1939, the Commission, on its own motion, ordered that an 
investigation of the Canadian River Gas Company, Colorado-Interstate Gas Com- 
pany, and Colorado-Wyoming Gas Company (docket No. G—124) be instituted for 
the purpose of enabling the Commission: 

(1) To determine with respect to each of said companies whether in connection 
with any transportation or sale of natural gas subject to the jurisdiction of this 
Commission any rates, charges, or classifications demanded, observed, charged, 
or collected, or’ any rules, regulations, practices, or contracts affecting such rates, 
charges, or classifications aie unjust, unreasonable, unduly discriminatory, or 
preferential; and 

(2) If the Commission shall find that any such rates, charges, or classifications, 
rules, regulations, practices, or contracts are unjust, unreasonable, unduly dis- 
criminatory, or preferential, to determine and fix by appropriate order or 
orders just, reasonable, and nondiscriminatory rates, charges, classifications, 
rules, regulations, practices, or contracts to be thereafter observed and enforced; 
and said investigation is now pending and is expected to be completed in the 
near future; 

(e) The rates and charges for natural gas supplied by Colorado-Interstate Gas 
Company to Colorado-Wyoming Gas Company being under investigation in the 
proceeding instituted by said order of the Commission dated March 14, 1939, to 
determine the just and reasonable charges for such natural gas and fix the 
same by order, it will not, under such circumstances, be inconsistent with the 
public interest to vacate the Commission’s order of suspension dated September 
27, 1939 ; 

The Commission orders: 

That the Commission’s order of September 27, 1939, suspending said increased 
rates for natural gas supplied by the Colorado-Interstate Gas Company to the 
Colorado-Wyoming Gas Company, proposed to be made effective on September 28, 
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1939, and providing for a public hearing concerning the lawfulness of the said 
proposed increased rates, and the Commission’s order of October 20, 1939, post- 
poning the date of said public hearing to November 20, 1939, be and the same 
are hereby vacated. 


Order directing secretary to submit statement of actual legitimate original cost 
San Gorgonio Electric Corporation, Licensee 
(Project No. 344) 
November 21, 1939 


The Commission, having before it a sworn statement of the actual legitimate 
original cost as of July 31, 1924, of project No. 344, in the amount of $495,889.95, 
as filed by the licensee of said project on July 6, 1925, in compliance with article 
14 of the license, and an examination having been made by the Commission’s 
staff of the licensee’s books and records pertaining to the said statement; 

It appearing to the Commission, after considering the licensee’s statement and 
having regard to the examination made by its staff of the licensee’s books and 
records, that the amount of $495,889.95 as shown in the following table, repre- 
sents the actual legitimate original cost of the project, as of July 31, 1924: 


INTANGIBLE PLANT 


Number i Amount 
801 Organization $12, 454. 55 
803 Miscellaneous intangible plant 


PRODUCTION PLANT—HYDRAULIC 


Land and land rights 

Structures and improvements 
Reservoirs, dams, and waterways 

Water wheels, turbines, and generators 
Accessory electric equipment 


TRANSMISSION PLANT 


Land and land rights 

Clearing land and rights-of-way 
Station equipment 

Poles and fixtures 

Overhead conductors and devices 


GENERAL PLANT 


Office furniture and equipment 
Transportation equipment 
Communication equipment 


Now, therefore, the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission's 
Rules of Practice and Regulations, adopted April 19, 1938, and made effective 
June 1, 1938, are hereby waived for the purpose of this determination; 
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(B) That the Secretary submit to the licensee, for acceptance and approval, 
the attached statement of the actual] legitimate original cost as of July 31, 
1924, of project No. 344, which said statement upon being accepted and agreed 
to by the licensee and returned to the Commission will, by order, be adopted by 
the Commission as its determination of the actual legitimate original cost of 
the said project as of July 31, 1924. 


Order to show cause 
United Carbon Company 
(Docket No. G—147) 
November 24, 1939 


It appearing to the Commission that: 

(a) On August 20, 1938, the United Carbon Company, acting pursuant to the 
provisions of Federal Power Commission Order No. 51, filed with the Com- 
mission a report containing information regarding certain of its activities for 
the year ended June 30, 1938; 

(b) Information contained in said response to Order No. 51 indicates that, 
during the year ended June 30, 1938, the United Carbon Company sold natural 
gas in interstate commerce to the Interstate Natural Gas Company, Incor- 
porated, the Mississippi River Fuel Corporation, the Southern Natural Gas 
Company, and others, for resale for ultimate public consumption for domestic, 
commercial, industrial, or other use ; 

(c) Section 2 (6) of the Natural Gas Act provides that: “Natural-gas com- 
pany ‘means’ a person engaged in the transportation of natural gas in inter- 
state commerce, or the sale in interstate commerce of such gas for resale” ; 

(d) Section 4 (c) of the Natural Gas Act provides that under such rules 
and regulations as the Commission may prescribe, every natural-gas company 
shall file with the Commission, within such time and in such form as the Com- 
mission may designate, and shall keep open in convenient form and place for 
public inspection, schedules showing all rates and charges for any transporta- 
tion or sale subject to the jurisdiction of the Commission, and the classifications, 
practices, and regulations affecting such rates and charges, together with all 
eontracts which in any manner affect or relate to such rates, charges, classifica- 
tions, and services; 

(e) By the provisions of Federal Power Commission Order No. 53, issued July 5, 
1938, all natural-gas companies subject to the jurisdiction of the Commission were 
directed to file on or before September 6, 1938, schedules showing all rates and 
charges for, or in connection with any transportation or sale of natural gas subject 
to the jurisdiction of the Commission, and the classifications, practices, and regu- 
lations affecting such rates and charges, together with all contracts which in any 
manner affect or relate to such rates, charges, classifications and services, in 
accordance with Part 54 of the provisional rules of practice and regulations under 
the Natural Gas Act, effective July 11, 1938, promulgated by Order No. 52, issued 
July 5, 1938 ; 

(f) On July 13, 1938, a copy of the Commission’s Order No. 53 was duly served 
upon the United Carbon Company and it has not filed any schedules of rates and 
charges, etc., in compliance with the provisions of section 4 (c) of the Natural 
Gas Act or said order ; 
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The Commission orders: 

That United Carbon Company, under oath, show cause, if any there be, on or 
befcre December 15, 1839, why: 

(1) It has not filed with the Federal Power Commission schedules showing all 
rates and charges for any transportaticn or sale of natural gas subject to the juris- 
diction of this Commission, and the classifications, practices, and regulations 
affecting such rates and charges, together with all contracts which in any manner 
affect or relate to such rates, charges, classifications, and services, as required by 
section 4 (c) of the Natural Gas Act and said Order No. 53, including schedules 
of rates end charges for the sale of natural gas to the Interstate Natural Gas 
Company, Incorporated, the Mississippi River Fuel Corporation, and the Southern 
Natural Gas Company; 

(2) The Commission should not institute appropriate puecnetions against the 
United Carbon Company for failure to comply with the provisions of section 4 (c) 
of the Natural Gas Act and said Order No. 53. 


Order directing the secretary to submit statement of actual legitimate original cost 
John C. Higgins 
(Project No. 492) 
November 28, 1939 


The Commission, having before it a sworn statement of the actual legitimate 
original ccst as of December 31, 1925, of project No. 492, in the amount of $80,564.02, 
as filed by the licensee of the said project on February 2, 1927, in accordance with 


article 19 of the license, and an examination having been made by the Commis- 
sion’s staff of the licensee’s books and records pertaining to the said statement ; 

It appearing to the Commission, after considering the licensee’s statement and 
having regard to the examination made by its staff of the licensee’s books and 
records, that the amount of $80,564.02, as shown in the following table, represents 
the actual legitimate original cost of the project, as of December 31, 1925: 


PRODUCTION PLANT-——-HYDRAULIC 


Number Title Amount 
230 :' Zand: and: land: righteicc ness hein pais cntmisnnsvowelsen $17. 10 
821 Structures and improvements 6, 515. 62 
822 Reservoirs, dams, and waterways--_.-~-..-...-.-..-_.-..... 89, 803. 62 
323 Water wheels, turbines, and generators 5, 751. 49 
824 Accessory electric equipment 520. 12 
825 Miscellaneous power plant equipment 905. 14 
826 Roads, railroads, and bridges_...._.._._......--_-...-.-..--- 9, 162. 00 


TRANSMISSION PLANT 


Land and land rights 2. 00 
Clearing land and right-of-way 269. 50 
Station equipment 7, 093. 40 
Poles and fixtures 4, 619. 82 
Overhead conductors and devices 4, 164. 59 


GENERAL PLANT 


Communication equipment 
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Now, therefore, the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission’s 
Rules of Practice and Regulations, adopted April 19, 1988, and made effective 
June 1, 1938, are hereby waived for the purpose of this determination ; 

(B) That the Secretary submit to the licensee, for acceptance and approval, 
the attached statement of the actual legitimate original cost of project No. 492, 
which said statement upon being accepted and agreed to by the licensee and 
returned to the Commission will, by order, be adopted by the Commission as its 
determination of the actual legitimate original cost of the said project. 


Order authorizing issuance of license (transmission line) 
Sierra Pacific Power Company 
(Project No. 1552) 
November 28, 1939 


Upon application filed February 21, 1939, by Sierra Pacific Power Company, 
of Reno, Nevada, for license for the construction, operation, and maintenance 
of a constructed transmission line affecting public lands of the United States 
in Pershing County, Nevada; and 

It appearing to the Commission that: 

(a) The line is a 6,600-volt, 3-phase, single-circuit, transmission line ex- 
tending in a generally northerly direction from the applicant’s “Oreana” 
substation in section 33, to a point in section 3, T. 29 N., R. 33 E., Mt. Diablo 
meridian, Pershing County, Nevada, and occupies a right-of-way 20 feet wide 
and 2.8 miles long across public lands of the United States; 

(b) Construction of the line was commenced November 16, 1938, and com- 
pleted December 10, 1938, inetrespass as to that part affecting the public lands of 
the United States; 

(c) The Acting Secretary for the Secretary of the Interior has reported 
that the project will not interfere or be inconsistent with the purpose of any 
reservation or withdrawal of public lands under the administration of that 
Department ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws-of the State 
of Maine and has submitted satisfactory evidence of compliance with all ap- 
plicable State laws insofar as necessary to effect the purposes of a license for 
the project ; 

(2) That no other application affecting the aforesaid lands or in conflict 
therewith is before the Commission ; 

(3) That a license subject to and containing conditions as hereinafter pro- 
vided will not interfere or be inconsistent with the purpose of any reservation or 
withdrawal of public lands; 

(4) That the part of the line affecting public lands of the United States is a 
minor part only of a complete project; 

(5) That the amount of reasonable annual charges for the purpose of reim- 
bursing the United States for the costs of administration of Part I of the Federal 
Power Act is $5.00, and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands affected thereby is $5.00; 
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(6) That the maps and specifications submitted as a part of the aforesaid 
application and designated as exhibits J and K (FPC No. 1552-1) and M, re- 
spectively, conform to the rules and regulations of the Commission ; 

(7) That in issuing the license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the Act: 
“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation re- 
serves; 10 (d) ; 11; 12; 14; 15; 18; 19; 20; 22; and 23 (a), insofar as it relates 
to the determination of fair value”; and : 

The Commission orders: 

(A) That a license, effective November 16, 1938, be issued to the applicant 
for a period of 50 years for the construction, operation, and maintenance of the 
portions of the aforesaid transmission line affecting public lands of the United 
States; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such lines upon the public lands of the United States involved; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it hereby is fixed at $10.00 from 
November 16, 1938 ; 

(D) That the maps and specifications designated in finding (6) above be and 
they hereby are approved as part of the license ; 

(E) That in issuing the license, the terms and conditions of Part I of the Act 
enumerated in finding (7) above be waived to the extent therein specified. 


Order granting partial exemption from payment of annual charges 


City of Tacoma, Washington 


(Project No. 460) 
November 28, 1939 


Upon application filed February 1, 1939, and subsequently revised by the city 
of Tacoma, Washington, licensee for project No. 460, for exemption from pay- 
ment of annual charges for the year ended December 31, 1938, pursuant to the 
terms of section 10 (e) of the Federal Power Act and the regulations of the 
Commission thereunder on the ground that its entire electric power operations, 
project and nonproject, were operated without profit and that part of the power 
was used for municipal purposes; and 

The Commission, having considered the application as revised and the project 
record, finds: 

(1) That the licensee is a municipality within the meaning of section 10 (e) 
of the Federal Power Act; 

(2) That the licensee has submitted satisfactory evidence that 6.53 percent 
of the power generated by the licensed project during the year ended December 
21, 1938, was used for municipal purposes ; 

(3) That the disposal of the remainder of the generated power resulted in a 
profit to the licensee ; and 

The Commission orders: 

That the licensee be and it is hereby exempted from liability under the license 
for project No. 460 for payment of 6.53 percent of annual charges for the year 
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ended December 31, 1938, or $1.45, leaving a balance of $20.77 now due, payment 
of which shall be made within 30 days from the date of receipt by the licensee 
of a. copy of this erder. 


Order authorizing the issuance of securities 
Otter Tail Power Company 
(Docket No. IT-5586) 
November 28, 1939 


Upon application filed October 27, 1939, by Otter Tail Power Company,  cor- 
poration having its principal business office at 125 South Mill Street, Fergus 
Falls, Minnesota, for an order pursuant to section 204 of the Federa! Power Act, 
authorizing it to issue not to exceed 12,955 preferred shares, $4.50 dividend series, 
and to borrow from banks not to exceed $700,000 in cash, to effectuate a refund- 
ing plan which provides, inter alia, for the redemption of not more than 12,955 
cutstanding preferred shares, $6.00 dividend series ; 

It appearing that: 

(a) Otter Tail Power Company, hereinafter called the applicant, proposes to 
call for redemption, on a ratable basis, not more than one-half of its outstanding 
preferred shares, $6.00 dividend series, at a redemption price of $100.00 per share 
plus accrued dividends to December 31, 1939, and represents that $600,000 of 
the general funds of the company plus a standby bank loan as hereinafter de- 
scribed will be made available to redeem said stock ; 

(b) The applicant has entered into a contract with First National Bank and 
Trust Company, Minneapolis, Minnesota, for a standby loan, available on Janu- 
ary 2, 1940, in such further amount as may be necessary to accomplish the re- 
demption, but not exceeding $700,000, to mature $200,000 at the end of the first 
year, $200,000 at the end of the second year, and $300,000 at the end of the third 
year, with the privilege of prepayment, interest to be at the rate of 2% per annum 
on the unpaid principal balance for the first year, 244% for the second year, 
ond 3% for the third year; . 

(c) The applicant proposes at the time of the redemption call to make an 
offer to stockholders whose preferred shares, $6.00 dividend series, have been 
called for redemption, whereby such stockholders will be given the option of 
receiving the cash redemption price, or in lieu thereof, may exchange, in 
whole or in part, share for share, the securities called for redemption for 
preferred shares, $4.50 dividend series, plus a cash bonus not to exceed $3.00 
per share; 

(d) The issue of preferred shares, $4.50 dividend series, for which authori- 
zation is sought, will not be offered for sale to any persons other than stock- 
holders whose preferred shares, $6.00 dividend series, have been called for 
redemption, and issuance thereof will be limited to the number subscribed in 
accordance with the exchange offer; 

(e) No underwriting or finder’s fees are to be paid in connection with the 
proposed issue of securities, no commission or other remuneration is to be 
paid anyone for soliciting such exchange, and all expenses of the proposed 
transactions other than the cash bonus referred to in paragraph (c) above 
are estimated at not to exceed $5,595; 

(f) Written notices of said application have been duly given the Board of 
Railroad Commissioners of the State of North Dakota, the Public Utilities 
Comunission of the State of South Dakota, the Railroad and Warehouse Com- 
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mission of the State of Minnesota, and to the respective governors of said 
States ; 

(g) The Board of Railroad Commissioners of the State of North Dakota, 
on November 20, 1939, adopted its findings of fact, conclusions and order, 
granting application for authority to issue preferred stock and to issue a note 
in the manner hereinbefore set forth; the States of Minnesota and South 
Dakota do not have laws under which applicant’s security issues are regulated 
by a State commission within the meaning of section 204 (f) of the Federal 
Power Act; 

(h) No protest or objection to the granting of the application or request 
for opportunity to be heard has been received, and the applicant has ex- 
pressly waived hearing; : 

Upon consideration of the application, the information therein contained, 
and supplemental information which has been submitted, the Commission 
finds: 

(1) That the applicant is a corporation organized under the laws of Min- 
nesota and is engaged principally in the business of generating, transmitting 
and distributing electric energy within the States of Minnesota and North 
Dakota and transmitting to and distributing electric energy within the State 
of South Dakota; 

(2) That the applicant owns and operates facilities, among others, for the 
transmission and for the sale at wholesale of electric energy which is trans- 
mitted between and among the aforesaid three states and consumed by per- 
sons other than the transmitter at points outside the respective States from 
which it is transmitted, and the applicant is a public utility within the 
meaning of that term as used in section 204 of the Federal Power Act; 

(3) That the proposed issue of preferred shares, $4.50 dividend series, and 
the issue of a note or other evidence of indebtedness in accordance with the 
contract providing for the standby bank loan constitute issues of securities 
within the purview of section 204 (a) of the Federal Power Act; 

(4) That the proposed issue of preferred shares, $4.50 dividend series, to 
be exchanged for outstanding preferred shares, $6.00 dividend series, to the 
extent such exchanges are made, will result in a reduction of the annual 
fixed dividend requirements of the applicant; the standby bank loan is one 
which, on the basis of the present rate of income, applicant will have suffi- 
cient funds to discharge at maturity, is a reasonable means for aiding the 
accomplishment of the aforesaid exchanges, and to the extent utilized to 
redeem outstanding preferred stock, will substitute advantageous interest 
rates for present fixed dividend requirements thereby reducing the applicant’s 
fixed annual cash requirements; 

(5) That the proposed issue of preferred stock and the issue of a note 
or other evidence of indebtedness in accordance with the contract providing 
for the standby bank loan is for a lawful object, within the corporate pur- 
poses of the applicant, and compatible with the public interest, which is 
consistent with the proper performance by applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) That the proposed issue of preferred stock, and the loan from the 
First National Bank and Trust Company, Minneapolis, Minnesota, to the ex- 
tent and for the purposes set forth in said application, be and the same hereby 
are authorized subject to the following terms and conditions: 
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(i) The preferred shares, $4.50 dividend series, be issued only to the extent 
of advance subscriptions obtained under the exchange plan as summarized 
above and set forth in full in said application ; 

(ii) Authorization for the bank loan is limited to the amount which to- 
gether with the $600,000 of the general funds of applicant is necessary for 
the redemption of called preferred shares, $6.00 dividend series, plus expenses 
not to exceed the estimated amounts set forth in the application, provided 
further that the proceeds of such bank loan shall be used only for the 
redemption of said stock; 

(iii) A certified copy of the amendment to applicant’s articles of incorporation, 
as proposed in exhibit A-1 to said application, providing for the issuance of 
said preferred shares, $4.50 dividend series, be filed with this Commission prior 
to the issuance of any of said preferred shares, $4.50 dividend series; 

(B) That the foregoing authorization is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, valuations, 
estimates, or determinations of costs, services, accounts, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body; and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property, 
claimed or asserted by the applicant; 

(C) That nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any of the securities to 
which this order relates; 

(D) That this authorization shall expire one hundred and fifty (150) days 
after the entry of this order. 


Order accepting surrender of license 
Wisconsin Michigan Power Company 
(Project No. 1427) 
November 28, 1939 


Upon application filed October 25, 1939, by Wisconsin Michigan Power Company 
for surrender of its license for transmission line project No. 1427, affecting lands 
of the United States within the Ottawa National Forest, Michigan; and 

It appearing to the Commission that: 

(a) The transmission line was constructed for the purpose of serving C. C. C. 
Camp No. 1612, and was used for several months prior to the filing of application 
for surrender of the license; 

(b) The Acting Chief, Forest Service, has reported that the C. C. C. Camp was 
permanently abandoned in December 1938; that the buildings have since been 
dismantled and salvaged and all poles, wires, and incidental apparatus removed 
from the Government lands involved ; that the licensee has fulfilled all obligations 
under the license; that there is no further need for electric service in the aréa; 
and recommends that application for surrender of license be approved; 

The Commission, having considered the application and the project record, 
finds: 

That under the circumstances, acceptance of such surrender of license would 
be appropriate; and 

The Commission orders: 


That surrender of the license for project No. 1427 be accepted, effective as of 
December 31, 1988. 
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Order denying petition for reconsideration and rehearing and amending order 
setting date for hearing 


City of Cleveland, Complainant, v. Hope Natural Gas Company, Defendant; City 
of Akron, Complainant, v. Hope Natural Gas Company, Defendant; Hope Nat- 
ural Gas Company; Pennsylvania Public Utility Commission, Complainant, v. 
Hope Natural Gas Company, Defendant 


(Docket Nos. G-100, G—-101, G-113, and G-127) 
November 28, 1939 


Upon petition filed with the Commission on November 2, 1939, by Hope Naturu 
Gas Company, praying that the Commission reconsider and grant a rehearing of 


its order of October 3, 1939, setting a date for hearing in the above-entitled 
matters; 


The Commission orders: 

(A) That the petition of the Hope Natural Gas.Company for a reconsideration 
and rehearing of the Commission’s order dated October 3, 1939, entered in the 
above entitled proceedings. be and the same is hereby denied ; 

(B) That the date for the commencement of public hearing in the above en- 
titled proceedings be and it is hereby postponed to April 1, 1940, said public hear- 
ing to be held at the same time and place and in the same manner as was set 
forth in the Commission’s order of October 3, 1939; 

(C) That the Commission’s order of October 3, 1989, entered in these matters 
be and it is hereby amended to the extent, and only to the extent, that this order 
changes or postpones the date set for the commencement of public hearing in 
the above-entitled proceedings. 


Order authorizing and approving sale and merger of facilities 


Susquehanna Transmission Company of Pennsylvania, Pennsylvania Water & 
Power Company, Pennsylvania Transmission Company, and Pennsylvania 
Water & Power Company 


(Docket Nos, IT-5582 and IT-5583) 
November 28, 19389 


Upon the separate applications filed August 3, 1939, pursuant to section 203 
of the Federal Power Act, by Susquehanna Transmission Company of Pennsyl- 
vania and Pennsylvania Transmission Company for orders authorizing and 
approving the sale and disposition of the electric facilities of said corporations 
subject to the jurisdiction of the Commission to Pennsylvania Water & Power 
Company; and 

Upon applications filed August 30, 1939, pursuant to section 203 of the Federal 
Power Act, by said Pennsylvania Water & Power Company for orders author- 
izing and approving the merger of its electric facilities with those of Susque- 
hanna Transmission Company of Pennsylvania and Pennsylvania Transmission 
Company ; 

The Commission having considered said applications, the record of proceed- 
ings pertaining thereto, including the transcript of the testimony adduced and 
the exhibits introduced at the hearing; and : 
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It appearing to the Commission that: 

(a) Susquehanna Transmission Company of Pennsylvania proposes to sell 
and transfer its franchises and all its property, real, personal, and mixed, to 
Pennsylvania Water & Power Company in consideration of the delivery to 
Susquehanna Transmission Company of all its outstanding securities, which are 
now held by Pennsylvania Water & Power Company, and of the assumption by 
Pennsylvania Water & Power Company of any indebtedness or obligations of 
the vendor ; 

(b) Pennsylvania Transmission Company proposes to sell and transfer its 
franchises and all its property, real, personal, and mixed, to Pennsylvania 
Water & Power Company in consideration of the delivery to Pennsylvania 
Transmission Company of all its outstanding securities, which are now held 
by Pennsylvania Water & Power Company, and of the assumption by Pennsyl- 
vanian Water & Power Company of all indebtedness and obligations of the 
vendor ; 

(c) Pennsylvania Water & Power Company proposes to merge its electric 
facilities with those of Susquehanna Transmission Company of Pennsylvania 
and those of Pennsylvania Transmission Company in the manner set forth in 
paragraphs (@) and (0) above; . 

(d) The Pennsylvania Public Utility Commission on July 10, 1939, authorized 
the transfer and sale, to Pennsylvania Water & Power Company, of the fran- 
chises and all the property, real, personal, and mixed, of Pennsylvania Trans- 
mission Company and Susquehanna Transmission Company of Pennsylvania; 

(e) Written notices of the filing of the aforesaid applications and notice 
fixing the date of hearing thereon were duly served on the Governor of the 
State of Maryland, the Governor of the Commonwealth of Pennsylvania, the 
Maryland Public Service Commission and the Pennsylvania Public Utility Com- 
mission, and were published in the Federal Register ; 

(f) A public hearing upon said applications was duly held on October 30 and 
31, 1939, at which all applicants were heard; 

(g) No protest or objection to the granting of the said applications was 
heard or received. 

The Commission finds: 

(1) That Susquehanna Transmission Company of Pennsylvania, Pennsylvania 
Transmission Company, and Pennsylvania Water & Power Company, whose 
principal business offices are located at Lancaster, Pennsylvania, are corpora- 
tions organized and existing under the laws of the Commonwealth of Pennsyl- 
vania and are duly qualified to transact business in said State; 

(2) That all of the securities of Susquehanna Transmission Company of Penn- 
sylvania and Pennsylvania Transmission Company presently outstanding are, 
and have been since issuance, wholly owned by Pennsylvania Water & Power 
Company ; 

(3) That Susquehanna Transmission Company of Pennsylvania owns electric 
facilities, including, among others, two 66-kv. double-circuit transmission lines, 
approximately 7.75 miles in length, extending from the vicinity of the Holtwood 
hydroelectric development at Holtwood, Pennsylvania, to the Pennsylvania-Mary- 
land state line, which facilities are utilized in the transmission and sale at whole- 
sale of electric energy transmitted between the State of Maryland and the 
Commonwealth of Pennsylvania, and consumed by persons other than the trans- 
mitter at points outside the state from which transmitted; and Susquehanna 
Transmission Company is, therefore, a public utility within the meaning of sec- 
tion 203 of ‘the Federal Power Act; 
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(4) That Pennsylvania Transmission Company owns electric facilities including, 
among others, two 220-kv. single-circuit transmission lines, approximately 15 and 
18 miles in length, extending from the vicinity of the Safe Harbor Hydroelectric 
development at Safe Harbor, Pennsylvania, to the Pennsylvania-Maryland state 
line, which facilities are utilized in the transmission and sale at wholesale of 
electric energy transmitted between the State of Maryland and the Commonwealth 
of Pennsylvania, and consumed by persons other than the transmitter at points 
outside the State from which transmitted; and Susquehanna Transmission Com- 
pany is, therefore, a public utility within the meaning of section 203 of the 
Federal Power Act; 

(5) That the electric facilities of Susquehanna Transmission Company and of 
Pennsylvania Transmission Company are operated and maintained by Pennsyl- 
vania Water & Power Company, and constitute integral parts of the transmission 
system of Pennsylvania Water & Power Company ; 

(6) That Pennsylvania Water & Power Company owns and operates facilities 
for the generation, transmission, and sale of electric energy, and is engaged in 
the generation, purchase, transmission, and sale at wholesale of electric energy, 
which electric energy is transmitted and sold within the Commonwealth of Penn- 
Sylvania and between the State of Maryland and the Commonwealth of 
Pennsylvania ; 

(7) That Pennsylvania Water & Power Company is a public utility within the 
meaning of section 208 of the Federal Power Act by reason of ownership and 
operation of facilities, among them, for the transmission or sale at wholesale or 
electric energy transmitted from a State and consumed by persons other than the 
transmitter at points outside the State from which transmitted ; 

(8) That the proposed transactions will not adversely affect consumers; will not 
affect any contract for the sale, purchase, or interchange of electric energy; will 
not effect a change in the present management or operation of the electric facili- 
ties involved, but will result in the simplification of the corporate structure of 
the Pennsylvania Water & Power Company system, and will result in certain 
economies in bookkeeping, accounting, and in the preparation of reports; 

(9) That applicants have not presented sufficient evidence in the record upon 
which findings may be based, as to the accuracy of the original cost of the facili- 
ties proposed to be sold and of the adequacy of the amount proposed to be 
credited to the depreciation reserve account of the Pennsylvania Water & Power 
Company ; 

(10) That the proposed sale and purchase of the facilities, insofar as subject 
to the requirements of said section 203, will be consistent with the public interest 
and the authorizations thereof as hereinafter provided will be appropriate to se- 
cure the maintenance of adequate service and the coordination in the public 
interest of facilities subject to the jurisdiction of this Commission; and 

The Commission orders: 

(A) That the proposed sale of electric facilities by Susquehanna Transmission 
Company of Pennsylvania and the merger of said facilities with those of Pennsyl- 
vania Water & Power Company, in the manner and for the purposes set forth in 
the aforesaid applications be, and the same are hereby authorized and approved 
insofar as they involve facilities subject to the provisions of section 208 of the 
Federal Power Act; 

(B) That the proposed sale of electric facilities by Pennsylvania Transmission 
Company, and the merger of said facilities with those of Pennsylvania Water & 
Power Company in the manner and for the purposes set forth in the aforesaid 
applications be and the same are hereby approved insofar as they involve facilities 
subject to the provisions of section 203 of the Federal Power Act ; 
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(C) That the foregoing authorization and approval is without prejudice to the 
authority of the Commission to hereafter determine that the electric facilities 
involved in these proceedings should be regarded. as and become, in whole or in 
part, portions of the Holtwood and Safe Harbor hydroelectric developments ; 

(D) That the foregoing authorization and approval is without prejudice to the 
authority of this Commission or any regulatory body with respect to rates, valua- 
tions, original costs, services, accounts, or any other matter whatsoever which 
may come before this Commission or such other regulatory body; and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimates or determinations of original costs, or any valuation of property, 
claimed or asserted with respect to any of the facilities covered by these appl:ca- 
tions ; 

(E) That this authorization shall expire unless acted upon within sixty (60) 
days after the date hereof ; 

(F) That the applicants shall file reports as required by section 33.8 of the 
Commission’s Rules of Practice and Regulations. 


Order authorizing issuance of subpenas duces tecum 
Columbian Carbon Company 
(Docket No. G-142) 
November 28, 1939 


It appearing to the Commission that: 

(a) The above-entitled proceeding, by Commission’s order of October 31, 1939, 
having been fixed for hearing to begin at ten o’clock a. m., December 4, 1939, in 
the hearing room of the Federal Power Commission, 1757 K Street NW., 
Washington, D. C.; 

(b) The Columbian Carbon Company, by its attorney, Harry J. Gerrity, having 
filed an application requesting that subpenas ad testificandum and subpenas duces 
tecum be issued by the Commission to Harry A. Wallace, D. A. Ketchum, and 
W. J. Hightower, all of whose addresses are in the United Fuel Building, Quarrier 
Street, Charleston, West Virginia, directing them to appear before the Commission 
at ten o’clock a. m., December 4, 1939, at the place designated for the hearing to 
be had herein as witnesses in this proceeding in its behalf, and to produce at the 
said hearing the following original contracts: 

(1) Between the Columbian Carbon Company and United Fuel Gas Company ; 

(2) Between Columbian Fuel Corporation and Warfield Natural Gas Company ; 

(3) Between United Carbon Company and Warfield Natural Gas Company; 

(4) Between Warfield Natural Gas Company and United Fuel Gas Company; 

(5) Between Kentucky-West Virginia Corporation and Warfield Natural Gas 
Company ; 

(6) Between Warfield Natural Gas Company and Atlantic Seaboard 
Corporation ; 

(7) Between Rock Castle Gas Company and Warfield Natural Gas Company; 

(8) Between one (first name unknown) Cunningham and Warfield Natural 
Gas Company or United Fuel Gas Company; together with all maps, charts, or 
drawings showing the location of the properties of the Columbian Carbon Com- 


pany and Columbian Fuel Corporation from which gas is being produced under 
said contracts; 
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The Commission finds: 
That the contracts, maps, charts, drawings, or other records mentioned in para- 
graph (b) above are relevant or material to the said proceeding ; 

The Commission orders: 

That appropriate subpenas in the usual form be issued to the said Harry A. 
Wallace, D. A. Ketchum, and W. J. Hightower to compel their attendance and 
testimony and the production of the contracts and records mentioned in paragraph 
(b) above at said hearing at ten o’clock a. m., December 4, 1939. 


f 
Order denying authorization pursuant to section 305 (b) of Federal Power Act 











































Shurly R. Irish 
(Docket No, ID-872) 


December 1, 1939 





It appearing to the Commission that: 
(a) On July 14, 1938, Shurly R. Irish, 315 North Twelfth Boulevard, St. Louis, 
Missouri, filed an application pursuant to section 305 (b) of the Federal Power 
Act, for authority to hold the following positions: Comptroller, Union Electric 
Company of Missouri; comptroller, Union Electric Company of Illinois; comp- 
troller, Mississippi River Power Company; and comptroller, Iowa Union Electric 
Company, and upon which application authorization was granted by the Com- 
mission’s order of December 20, 1938, which order of authorization reserved to . 
the Commission the right to require the applicant to make further showing that 
neither public nor private interests will be adversely affected by reason of the 
applicant’s holding said positions ; 

(b) On March 22, 1939, and May 8, 1939, applicant filed supplemental applica- 
tions pursuant to section 305 (b) of the Federal Power Act for authorization to 
hold the following positions: Director, Union Electric Company of Hlinois; 
director, Iowa Union Electric Company; and director, Mississippi River Power 
Company. 

(c) On May 15, 1939, pursuant to Commission’s order entered April 18, 1939, 
directing that the applicant make further showing that neither public nor pri- 
vate interest would be adversely affected by reason of his holding positions within 
the purview of section 305 (b) of the Federal Power Act, a hearing was 
duly held at which applicant was heard. 

The Commission, having considered the applications heretofore filed ‘by the 
applicant and the supplements thereto, having considered the record of the 
testimony given at the hearing, the exhibits introduced therein, and the exhibits 
introduced pursuant to authorization granted at the hearing, finds: 

(1) That applicant holds the following positions within the purview of 
section 305 (b) of the Federal Power Act: Comptroller, Union Electric Com- 
pany of Missouri; comptroller, Union Electric Company of Illinois; comptroller, 
Mississippi River Power Company; and comptroller, Iowa Union Electric 
Company. 

(2) That applicant seeks authorization, from this Commission, to hold the 
following positions within the purview of section 305 (b) of the Federal Power 
Act: Director, Union Electric Company of Illinois; director, Iowa Union Elec- 
tric Company ; director, Mississippi River Power Company. 

(3) That the facilities of Union Electric Company of Missouri, Union Blec- 
tric Company of Illinois, Mississippi River Power Company and Iowa Union 
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Electric Company are interconnected and their operation is that of an integrated 
public utility system; 

(4) That the applicant, in his capacity-as comptroller, is in direct charge of 
the general accounting section of all of the companies mentioned in finding 
No. (1) above, and is responsible for the accounting systems and practices 
of said companies; 

(5) That the uniform system of accounts, prescribed by the Commission for 
publie utilities and licensees, is and has been applicable to the companies men- 
tioned in finding No. (1) above since January 1, 1937, and section 2A of the 
general instructions thereto provides as follows: “A. Each utility shall so keep 
its books of account, and all other books, records, and memoranda which sup- 
port in any way the entries in such books of account, as to be able to furnish 
readily full information as to any item included in any account. Each entry 
shall be supported by such detailed information as will permit a ready identifi- 
cation, analysis, and verification of all of the facts relevant thereto.” 

(6) That for the twelve-month period ending April 30, 1939, applicant re- 
ceived from the companies set out in finding No. (1) a total of $10,160.00 
characterized as “reimbursement of expenses of applicant” and “reimburse- 
ment to employees reporting to applicant of expenses” chargeable to said 
companies for which charges of $10,160.09 there has not been shown sufficient 
supporting data or information, as a part of the records of the companies to 
enable the Commission to determine whether all or any part of said charges 
were for some lawful object, within the corporate purposes of said companies 
and compatible with the public interest; 

(7) That during the period applicant has been comptroller of the companies 
named in finding No. (1) above, the accounting method in use by said com- 
panies for reimbursement of employee expense has been wholly inadequate 
to support an entry for such purpose; said method being irregular and im- 
proper and not in conformity with the requirements of the uniform system of 
accounts prescribed by the Commission ; 

(8) That applicant has failed to make due showing that neither public nor 
private interests will be adversely affected by his holding of the positions 
mentioned in findings Nos. (1) and (2) above; 

And the Commission orders: 

(A) That all orders heretofore made authorizing applicant to hold positions 
pursuant to section 305 (b) of the Federal Power Act be and the same are 
hereby rescinded, effective December 2, 1939; 

(B) That the supplemental applications heretofore filed by the applicant 
with the Commission on March 22, 1939, and May 8, 1939, respectively, seeking 
authority to hold certain additional positions pursuant to section 305 (b) of 
the Federal Power Act, be and the same are hereby denied. 


Order specifying time for consummation of sale and terminating proceedings 
Erie Lighting Company and Pennsylvania BHiectric Company 
(Docket No. IT-5008) 
December 5, 1939 


It appearing to the Commission that: 
(a) On May 5, 1936, the Commission entered its order authorizing the sale 
of all the facilities and property of Erie Lighting Company to Pennsylvania Elec- 
tric Company ; 
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(b) Thereafter, on May 24, 1938, the Commission, having recited that (1) 
more than twenty-four (24) months had elapsed since the entry of its prior 
order; (2) the sale authorized had not been consummated; and (3) the record, 
upon which the Commission’s prior approval was based, was then inadequate 
by reason of changed conditions and the lapse of time, adopted a further order 
in this cause directing that Erie Lighting Company and Pennsylvania Electric 
Company show cause on or before July 15, 1938, if any there be, why the prior 
order of the Commission entered on May 5, 1936, approving the sale of the 
facilities and property of Erie Lighting Company to Pennsylvania Blectric Com- 
pany should not be vacated and annulled ; 

(c) Erie Lighting Company and Pennsylvania Electric Company, in their 
separate returns filed on July 15, 1988, stated, among other things, that although 
a joint application had been filed with the Pennsylvania Public Utility Commis- 
sion for concurrent authority to effect the sale authorized by this Commission 
on May 5, 1986, and hearing on such joint application had been concluded, 
no determination had been made by the Pennsylvania Public Utility Commis- 
sion; that there had been no change in conditions or circumstances which would 
furnish any warrant for vacating or annulling the prior order of the Commis- 
sion; and that the public interest required that the sale of the facilities and 
property of Erie Lighting Company to Pennsylvania Electric Company be con- 
summated at the earliest possible moment; 

(d) More than sixteen (16) months have elapsed since the filing of the above 
response by Hrie Lighting Company and Pennsylvania Electric Company and 
more than eighteen (18) months have elapsed since the adoption of the Show 
Cause Order of the Commission on May 24, 1938, and the Commission has not 
been advised that the sale authorized by the order of May 5, 1936, is to be 
effected ; and 

The Commission finds: 

That Erie Lighting Company and Pennsylvania Blectric Company have been 
afforded a reasonable opportunity to consummate the sale of electric facilities 
and property authorized by the order of the Commission of May 5, 1986, and 
the public interest requires that a definite time limitation be placed upon the 
authorization granted ; 

The Commission orders: 

(A) That if,-within sixty (60) days from the date of this order, the sale of 
the facilities and property of Erie Lighting Company to Pennsylvania Blectric 
Company is not consummated, pursuant to the authority granted by the Com- 
mission in its order of May 5, 1936, then such order of May 5, 1936, shall be 
without further force or effect; 

(B) That the inquiry instituted by the Show Cause Order of May 24, 1938, be 
and the same is hereby terminated and dismissed, 


Order revoking authority to transmit electric energy from United States to Mezico 
B and P Bridge Company of Weslaco, Incorporated 
(Docket No. IT-—5375) 
December 5, 1939 


It appearing to the Commission that: 

(a) On February 21, 1936, the Commission authorized the B and P Bridge Com- 
pany of Weslaco, Incorporated, of Mercedes, Texas, to transmit electric energy 
from the United States to Mexico ; 
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(b) Although section 9 of rule 202 (e) of the Commission’s Rules of Practice 
and Regulations requires annual reports on or before February 1 of each year, 
showing the amount of electric energy transmitted under the authorization 
granted during each month of the preceding calendar year and the consideration 
received therefor, the B and P Bridge Company has annually failed to comply with 
this rule until after repeated requests by the Commission and has not filed any re- 
port for the year 1938 ; 

(c) On March 15, 1938, the Commission by order called upon the B and P 
Bridge Company of Weslaco, Incorporated, to show cause on or before April 15, 
1938, why the authority granted on February 21, 19386, to transmit electric energy 
from the United States to Mexico should not be revoked and to date the B and P 
Bridge Company of Weslaco, Incorporated, has made no response to such order; 

The Commission orders; 

That the authorization granted by the Commission to export electric energy 
from the United States to Mexico, as specified in its order of February 21, 1936, be 
and the same is hereby revoked and rescinded, effective December 31, 1939. 


Order authorizing issuance of new license (minor) 
Henry L. Corbett 
(Project No. 891) 
December 9, 1939 


Upon application filed May 9, 1938, by Henry L. Corbett, for a new license for 
project No. 891, located on Jack Creek and affecting lands of the United States 
within the Deschutes National Forest, Jefferson County, Oregon ; and 

It appearing to the Commission that: : 

(a) The project, consisting of a rock and log type diversion dam, 2 feet high 
and 60 feet long, a ditch about 1,647 feet long, a vertical concrete penstock, and a 
small powerhouse, occupies about 1.04 acres of lands of the United States within 
the Deschutes National Forest in sec. 28, T. 12 S., R. 9 E., Willamette meridian, 
Jefferson County, Oregon; 

(bo) The original project license was issued by the Commission for a period of 
10 years from June 19, 1928 ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Des- 
chutes National Forest, has recommended favorable action on the application; 

(d) The Acting Secretary of the Interior has reported that the project will not 
interfere or be inconSistent with the purposes of any reservation or withdrawal 
of public lands under the administration of that Department ; 

The Commission, having considered the application and the project record, 
finds ; 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with all applicable State laws insofar as neces- 
sary to effect the purposes of such a new license; 

(2) No other application for the use of the lands or in conflict therewith is 
before the Commission ; 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States itself ; 
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(4) A new license subject to and containing conditions as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Deschutes 
National Forest or any reservation or withdrawal of public lands of the United 
States was created or acquired ; 

(5) The installed capacity of the project is about 12 horsepower and the energy 
generated thereby is used for domestic purposes at the summer home of the 
licensee ; 

(6) The amount of reasonable annual charges for the purposes of reimbursing 
the United States for the costs of administration of Part I of the Federal Power 
Act is $5.00, and for recompensing it for the use, occupancy, and enjoyment of its 
lands is $5.00; 

(7) The map designated as exhibit F (FPC No. 891-1) conforms to the rules 
and regulations of the Commission ; 

(8) In issuing the new license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Act: 
“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to fishways; 
19; 20; 22; and 23 (a), insofar as it relates to the determination of fair value”; 
and 

The Commission orders: 

(A) That a new license be issued to the applicant for the operation and 
maintenance of the project on the lands of the United States affected thereby 
for a period of 10 years from June 19, 1988; 

(B) That the new license shall contain the usual conditions and provisions 
for licenses for such projects; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount of 
annual charges under the new license be and it is hereby fixed at $10.00; 

(D) That the map specified in finding (7) above be and it hereby is approved 
as part of the new license; 

(E) That in issuing the new license, the terms and conditions of Part I of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order staying penalties and denying application for rehearing 
Pennsylvania Water and Power Company 
(Docket No. IT-5524) 
December 11, 1939 


Upon application filed December 2, 1939, by the Pennsylvania Water and Power 
Company for: 

(1) Stay of the Commission’s order of November 8, 1939, requiring the filing 
of an application for license for the hydroelectric project on the Susquehanna 
River at Holtwood, Pennsylvania, pending disposal of the aforesaid application 
and, in the event of its denial, for 60 days thereafter or until institution within 
such period of proceedings for review under section 313 of the Federal Power 
Act “or any other judicial proceeding”; and 

(2) Rehearing on the matters concerned in the aforesaid Commission order 
and opinion of November 3, 1939; and 
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It appearing to the Commission that: 

(a) A stay of the penalties provided under the Act for failure to comply with 
an order of the Commission is reasonable for such period as may be necessary 
to secure a judicial review under section $13 of the Act of the validity of the 
order of November 3, 1939; ‘ 

(b) The application for rehearing does not request leave to adduce any addi- 
tional evidence nor present any valid contentions or principles of law not con- 
sidered by the Commission before entering its order and opinion of November 
8, 1939; 

The Commission orders: 

(A) That to the extent to which the order of November 3, 1939, may make 
such penalties applicable, the penalties provided under the Act for ‘failure to 
comply with the provisions thereof or to comply with the order of the Com- 
mission of November 3, 1939, be and they are hereby stayed for 60 days from 
December 11, 1939, or until 30 days after the final judicial review under section 
813 of the Act of the validity of that order; 

(B) That the aforesaid application for rehearing be and it hereby is denied. 


ee 


Order authorizing and approving sale of electric facilities 
Mississippi Power Company 
(Docket No. IT—5585) 
December 14, 1939 


Upon the application filed October 7, 1939, as subsequently amended, including 
exhibits thereto, by Mississippi Power Company, hereinafter referred to as the 
applicant, a Maine corporation authorized to transact business in the State of 
Mississippi, having its principal office at Gulfport, Mississippi, for an order, pur- 
suant to section 203 of the Federal Power Act, granting authorization for and 
approval of the proposed sale of such part of its electric facilities as are in 
Calhoun, Chickasaw, Monroe, Webster, Clay, Choctaw, Oktibbeha, Lowndes, Win- 
ston and Noxubee Couulies aud certain of its electric properties in Neshoba and 
Kemper Counties, except its electric distribution properties in the municipalities 
of Starkville, Aberdeen, Columbus and Macon and extentions therefrom, insofar 
as such facilities:are subject to the jurisdiction of the Commission, as described 
in, and under and in accordance with the terms of a contract dated as of Septem- 
ber 23, 1939, between the applicant and the Tennessee Valley Authority, herein- 
after sometimes referred to as Authority, and the other purchasers named therein 
who are parties to the same contract and the assignees of certain of said pur- 
chasers as hereinafter more fully described ; 

The Commission, having considered the said application as amended, including 
exhibits thereto and other matters of record; and 

It appearing to the Commission that: 

(a) Applicant is engaged in the generation, transmission and distribution 
of electric energy for public consumption and in connection therewith owns and 
operates facilities for the transmission or sale at wholesale of electric energy 
transmitted from one state and consumed by persons other than a transmitter 
thereof at points outside such state; 

(b) Among the electric facilities now owned and operated by the applicant are 
facilities for the transmission of electric energy in interstate commerce and for 
the sale of electric energy at wholesale in interstate commerce, and urban and 
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rural distribution facilities within the northern part of Mississippi, which appli- 
cant now supplies with energy, some of which is generated in the states of Ten- 
nessee and Alabama, and transmitted from said states into the State of Missis- 
sippi for public consumption therein ; 

(c) Written notices of the aforesaid application were duly served on the gov- 
ernors of Mississippi, Alabama, and Tennessee, the public service commissions 
of Mississippi, Alabama, and the Railroad and Public Utilities Commission of 
Tennessee, notice of said application was duly published in the Federal Register, 
and no protest, petition or request to be heard in opposition to the granting of 
said application has been heard or received ; 

(d) The aforesaid sale is proposed to be made under said contract to the pur- 
chasers or their assigns and for the considerations listed below, respectively, each 
of said purchasers to receive the facilities described in the contracts and exhibits 


thereto, to which reference is made: 


Purchaser 


Tennessee Valley Authority, a 
corporation created and now 
existing under the Tennessee 
Valley Authority Act of 
1933, as amended. 


4-County Electric Power As- 
sociation, a nonprofit mem- 
bership corporation of the 
State of Mississippi. 


Pontotoc Electric Power Asso- 
ciation, a nonprofit member- 
ship corporation of the State 
of Mississippi. 


City of Okolona, a municipal 
corporation of the State of 
Mississippi. 


City of Louisville, a municipal 
corporation of the State of 
Mississippi. 


Description of facilities to be 
purchased 


Exhibit A-1 of exhibit L of ap- 
plication. 

Transferred by assignment to 
Authority from Okolona. 
Exhibit L-1 of application. 

Transferred by assignment 
from Authority to 4-County 
Electric Power Association. 
Exhibit L-2 of application. 

Transferred by assignment 
from Authority to 4-County 
Electric Power Association. 
Exhibit L-6 of application. 

Transferred by assignment 
from Authority to East 
Mississippi Electric Power 
Association. Exhibit L-7 
of application. 


Exhibit A-2 of exhibit L of 
application. 

Transferred by assignment to 
4-County from Authority. 
Exhibit L-2 of application. 

Transferred by assignment to 
4-County from Authority. 
Exhibit L-6 of application. 

Transferred by assignment 
from 4-County to East Mis- 
Sissippi. Exhibit L-4 of 
application. 

Transferred by assignment 
from 4-County to Natchez- 
Trace. Exhibit L-5 of ap- 
plication. 


Exhibit A-3 of exhibit L of 
application. 

Transferred by assignment 
from Pontotoc to Natchez- 
Trace. Exhibit L-3 of ap- 
plication. 

Exhibit A-4, of Exhibit L of 
application. 


Transferred by assignment 
from Okolona to Authority. 
Exhibit L-1 of application. 

Exhibit A-5 of Exhibit L of 
application. 


Considera- 
tion as of 
date of 
contract 





} | 
Amount,Amount} 
in- de- | Consid- 
creased | creased | eration 
by by [as of date 
| assign- | assign- lof closing 
ment | 
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| 


Amount/Amount} 


Considera-|  in- de- Consid 
Purciienee | Description of facilities to be | tion as of | creased | creased | eration 

| purchased _. date of by by fas of date 
contract assign- | assign- jof closing 
ment ment 


City of Philadelphia, a munic- | Exhibit A-6 of Exhibit L of 27, --------| $127,000 
ipal corporation of the State application. 
of Mississippi. 

Natchez-Trace Electric Power | Transferred by assignment to |-_-_-- |$130, 000 
Association, a nonprofit Natchez-Trace from Ponto- 
membership corporation of | toc, Exhibit L-3 of appli- 
the State of Mississippi. | cation. | | 

Transferred by assignment to | 51,600 | 
Natchez-Trace from 4 
County. Exhibit L-5 of | 
application. | 





East Mississippi Electric | Transferred by assignment to | 
Power Association, a non-| East Mississippi from 4- 
profit membership corpora- | County. Exhibit L-4 of 
tion of the State of Mississippi.| application. 

Transferred by assignment to 
East Mississippi from Au- | 
thority. Exhibit L-7 of 
application. 














(e) The terms of S. 1796, 76th Cong., Ist Sess., approved July 26, 1939, amend- 
ing the Tennessee Valley Authority Act of 1933, as amended, constitute a deter- 
mination by Congress that the sale of facilities (said sale of facilities being 
within the territorial and price limitations imposed by Congress in said amend- 
ment upon the Authority), as hereinbelow authorized and approved, is in the 
public interest ; 

And the Commission finds: 

(1) That applicant is a corporation incorporated under the laws of the State 
of Maine and is qualified to do business in the State of Mississippi; 

(2) That applicant is a public utility within the meaning of the Federal Power 
Act; the facilities for the transmission of electric energy in interstate commerce 
or for the sale of electric energy at wholesale in interstate commerce which are 
proposed to be sold are of a value in excess of $50,000; 

(3) That the proposed sale of said facilities, insofar as subject to the require- 
ments of said section 203, will be consistent with the public interest and the 
authorization thereof as hereinafter provided will be appropriate to secure the 
maintenance of adequate service and the coordination in the public interest of 
facilities subject to the jurisdiction of this Cammission; 

And the Commission orders: 

(A) That the proposed sale of facilities under the terms and conditions set 
forth in the said application, as amended, as referred to in paragraph (d) above 
be, and the same hereby is, authorized and approved insofar as it includes facili- 
ties subject to the provisions of section 203 of the Federal Power Act; 

(B) That the foregoing authorization and approval is without prejudice to the 
authority of this Commission or any regulatory body with respect to rates, valu- 
ations, costs, services, accounts, or any other matter whatsoever which may come 
before this Commission or other regulatory body; and nothing in this order shall 
be construed as an acquiescence by this Commission in any estimate or determi- 
nation of cost or any valuation of property claimed by the applicant or the 
purchasers ; 
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(C) That this authorization shall expire unless acted upon within ninety (90) 
days after the date hereof; 


(D) That the applicant shall file a report as required by section 33.8 of the 
Commission’s Rules of Practice and Regulations. 


Order approving proposed contracts for extension of credit for acquisition of 
electric utility properties 


Tennessee Valley Authority 
(Docket No. IT—5588) 
December 14, 1939 


Upon the application filed December 4, 1939, by the Tennessee Valley Authority, 
hereinafter referred to as the Authority, a corporation created and now existing 
under the Tennessee Valley Authority Act of 1933, as amended, for approval of 
proposed contracts for the extension of credit by the Authority, pursuant to 
section 12a and as limited by section 15c of said act, to the city of Louisville and 
the city of Philadelphia, hereinafter referred to respectively as Louisville and 
Philadelphia, municipal corporations of the State of Mississippi, for the purpose 
of enabling Louisville and Philadelphia to purchase and improve certain electric 
utility properties of Mississippi Power Company; 

The Commission, having considered the said application, and the exhibits 
thereto, the application of Mississippi Power Company, as amended, filed October 
7, 1939, docket No. IT—5585, and exhibits thereto, and all matters of record per- 
taining thereto, the reports of Congressional Committees with respect to S. 1796, 
76th Cong., 1st sess., being a bill to amend the Tennessee Valley Authority Act 
of 1933, which became law July 26, 1939; and 

It appearing to the Commission that: 

(a) The credit proposed to be extended to Louisville by the Authority will be 
evidenced by electric system revenue bonds of Louisville in the aggregate prin- 
cipal amount not to exceed $133,000, such bonds to be offered and accepted in 
writing (exhibits A-3 and A-4 of application, respectively), to be issued under 
and in accordance with the provisions of the bond ordinance passed by the 
Mayor and Board of Aldermen of Louisville on November 1, 1939 (exhibit A-2 
of application), to be dated November 15, 1939, to bear interest at the rate 
of 3% percent per annum, payable semiannually on November 15 and May 15 
in each year commencing with May 15, 1940, to be in the form and denomina- 
tion as provided in said ordinance, and to mature serially in numerical order 
over a period of 20 years from November 15, 1939, the first payment of princi- 
pal to become due November 15, 1941; said ordinance, subject to prior pay- 
ment of reasonable and necessary operating and maintenance costs, and in 
addition to other protective provisions, effects, as security for the payment of 
said bonds, a pledge of the revenues of the electric properties to be acquired 
by Louisville of Mississippi Power Company under a certain contract of sale 
(exhibit L of the application of Mississippi Power Company, docket No. 
IT-5585) dated as of September 23, 1939, including all future improvements, 
betterments, and extensions constructed or acquired with the revenues, re- 
ceipts, and income arising from the operation thereof or with the proceeds of 
bonds issued under said ordinance; under the provisions of said ordinance, 
and except as to refunding bonds which may be issued upon the conditions 
therein specified, Louisville may not incur any other obligations or indebted- 

















APPENDIX—ORDERS - 665 


ness or issue any bonds or obligations payable from the revenues of its electric 
properties which will have priority over or equality with the bonds to be issued 
under said ordinance, said bonds and-interest thereon to be payable solely 
from the revenues derived from the operation of said electric properties and 
the taxing power of Louisville is not pledged to the payment of said bonds 
or interest thereon ; 

(b) The credit proposed to be extended to Philadelphia by the Authority 
will be evidenced by electric system revenue bonds of Philadelphia in the 
aggregate principal amount not to exceed $143,000, such bonds to be offered 
and accepted in writing (exhibits B-3 and B-—4 of application, respectively), 
to be issued under and in accordance with the provisions of the bond ordinance 
passed by the Mayor and Board of Aldermen of Philadelphia on November 
7, 1989 (exhibit B-2 of application), to be dated November 15, 1939, to bear 
interest at the rate of 3144 percent per annum, payable semiannually on Novem- 
ber 15 and May 15 in each year commencing with May 15, 1940, to be in the 
form and denomination as provided in said ordinance, and to mature serially in 
numerical order over a period of 20 years from November 15, 1939, the first 
payment of principal to become due November 15, 1941; said ordinance, subject 
to prior payment of reasonable and necessary operating and maintenance 
costs, and in addition to other protective provisions, effects, as security for 
the payment of said bonds, a pledge of the revenues of the electric properties 
to be acquired by Philadelphia of Mississippi Power Company under a certain 
contract of sale (exhibit L of the application of Mississippi Power Company, 
docket No. IT-5585) dated as of September 23, 1939, including all future im- 
provements, betterments, and extensions constructed or acquired with the 
revenues, receipts, and income arising from the operation thereof or with 
the proceeds of bonds issued under said ordinance; under the provisions of 
said ordinance, and except as to refunding bonds which may be issued upon 
the conditions therein specified, Philadelphia may not incur any other obligations 
or indebtedness or issue any bonds or obligations payable from the revenues 
of its electric properties which will have priority over or equality with the 
bonds to be issued under said ordinance, said bonds and interests thereon to 
be payable solely from the revenues derived from the operation of its electric 
properties and the taxing power of Louisville is not pledged to the payment 
of said bonds or interest thereon ; 

(c) Upon the basis of estimates submitted aud representations made upon 
behalf of the Authority, it is indicated that the revenues anticipated from 
the operation by the borrowers, Louisville and Philadelphia, of the existing 
facilities to be acquired by them, respectively, will enable them to repay the 
aforesaid amounts to be borrowed under the proposed credit contracts, with 
interest thereon. 

The Commission finds: 

(1) That Louisville and Philadelphia are municipalities situated within trans- 
mission distance from a dam or dams where surplus power of the Authority 
is generated by it, transmission of such power to the facilities to be purchased 
to be over the integrated transmission system of the Authority: 

(2) That the facilities to be purchased by Louisville and Philadelphia, re- 
spectively, consist of existing distribution facilities, incidental works, and 
interconnecting transmission lines of Mississippi Power Company (other than 
generating facilities and high-voltage transmission facilities) ; 

(3) That Louisville and Philadelphia, respectively, have entered into con- 
tracts for the purchase of their electric energy requirements from the Anu- 
thority, and the proposed extension of credit by the Authority to Louisville 
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and Philadelphia, respectively, will facilitate the disposition of surplus power 
of the Authority according to the policies of the Tennessee Valley Authority 
Act of 1933, as amended; and will give priority to municipalities in the pur- 
chase of such power by enabling them to acquire facilities for the distribution 
thereof; and will at the same ttme preserve existing distribution facilities 
as going concerns and may avoid the duplication of such facilities; 

(4) That the electric facilities to be acquired and improved by Louisville 
and Philadelphia, respectively, from the proceeds of the credit proposed to 
be extended to each of them by the Authority are situated within the territory 
described in section 15¢ of the Tennessee Valley Authority Act of 1933, as 
amended ; 

(5) That the total aggregate amount of credit involved in- the proposed 
credit contracts herein and heretofore extended by the Authority pursuant to 
the authorization and approval of this Commission is within the $2,000,000 
limitation imposed by section 15c of the Tennessee Valley Authority Act, as 
amended; 

(6) That the aforesaid amounts of credit proposed to be extended appear to 
be reasonable amounts for the purposes contemplated by the proposed credit 
contracts ; 

The Commission orders: 

(A) That the aforesaid proposed credit contracts with the city of Louls- 
ville in an amount not to exceed $133,000 and the city of Philadelphia in an 
amount not to exceed $143,000, be and the same hereby are approved; 

(B) That the said proposed credit contracts shall be as hereinbefore stated 
in this order and in all other respects as stated in the application herein, 
as amended and supplemented, and the exhibits thereto; 

(C) That the foregoing provisions of this order are without prejudice to 
the authority of this Commission or pther regulatory body with respect to 
rates, valuations, costs, services, accounts, or any other matter whatsoever 
which may come before this Commission or other regulatory body; and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or valuation of property claimed by the 
applicant or any borrower; 

(D) That this approval shall expire unless acted upon within 120 days after 
the date hereof; 

(E) That the applicant shall report to the Commission under oath within 30 
days after credit as above approved has been extended, the fact of such 
extensions of credit, the amount, terms and conditions thereof. 


Order determining actual legitimate original project cost and prescribing 
accounting therefor 


San Gorgonio Electric Corporation, Licensee 
(Project No. 344) 
January 3, 1940 


The Commission, having under consideration the matter of determination 
of actual legitimate original cost as of July 31, 1924, of the hydroelectric 
project designated on its records as project No. 344, San Gorgonio Electric 
Corporation, licensee; and 

It appearing to the Commission, after consideration of the formal accept- 
ance executed by the licensee under date of December 7, 1939, that the actual 
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legitimate original cost of project No. 344 as of July 31, 1924, is as shown in 
the following tabular statement: 


Statement of actual legitimate original cost as of July 31, 1924 of project No. 344 


INTANGIBLE PLANT 
Number Title Amount 


801 Organization $12, 454. 55 
803 Miscellaneous intangible plant 


PRODUCTION PLANT—HYDRAULIO 


pee EAne ane lene ieee a a a ee as 54, 748. 84 
821 43, 003. 29 
822 Reservoirs, dams, and waterways__......-..--.._...___-_____ 259, 465. 21 
823 Water wheels, turbines, and generators.| 

824 Accessory electric equipment 


TRANSMISSION PLANT 


SIRI RE PI re Rcreleescncepicnintctttineentemteyinicnteemedtee aia 101. 00 
Clearing land and rights-of-way 2, 999. 04 
Station equipment 22, 491. 44 
Poles and fixtures 13, 900. 54 
Overhead conductors and devices 9, 294. 70 


Office furniture and equipment 
Transportation equipment 
Communication equipment 


The Commission orders: 

(A) That the licensee, San Gorgonio Electric Corporation, establish and main- 
tain control accounts with reference to said project showing the total debit balance 
in its fixed capital accounts beginning with an entry of $495,889.95 as the actual 
legitimate original cost of said project as of July 31, 1924; 

(B) That the licensee establish and maintain subsidiary ledger sheets or 
accounts showing and substantiating all entries in such control accounts, and 
classifying the total for fixed capital in appropriate detail in accordance with the 
Commission’s Uniform System of Accounts effective January 1, 1937, pursuant to 
authority granted by the Federal Power Act; 

(C) That within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 


Order authorizing amendment of license (major) 
Pacific Gas and Electric Company 
(Project No. 137) 

January 3, 1940 


Upon applications filed July 26, 1933, September 14, 1933, October 24, 1934, and 
April 2, 1936, by Pacific Gas and Electric Company, licensee for project No. 137, for 
amendment of license to provide for certain changes hereinafter specified ; and 
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It appearing to the Commission that: 

(a) The aforesaid applications respectively seek : 

(i) Extension of the time for completion of the Deer Valley dam and reservoir 
to December 31, 1935 ; 

(ii) Inclusion in the project of the Lower Bear River dam and reservoir ; tunnel 
and penstock from the Bear River reservoir to the Salt Springs reservoir ; diversion 
dam and shaft in Cold Creek; unit No. 2 of 36,000 horsepower in Salt Springs 
powerhouse ; permanent road into Bear River dam and on to Salt Springs Dam; 
and certain riparian lands along the lower Bear River ; 

(iii) To abandon the construction of the Deer Valley dam and reservoir; to 
increase the storage in the Salt Springs reservoir; construct 11 radial gates on 
the Salt Springs dam; add to the project area at Salt Springs, 20.09 acres of 
land; and eliminate from the project area certain lands of the Deer Valley 
reservoir ; 

(iv) To add to the project exhibits field notes of the Salt Springs-Tiger Creek 
and the Tiger Creek-Electra telephone lines; a road from Tiger Creek sawmill to 
Buckhorn; a road from Tiger Creek sawmill to Salt Springs; a road from the 
junction with the Salt Springs road to the Forest Ranger station ; and a road from 
a junction with the Salt Springs road into the Tiger Creek forebay ; 

(b) The changes are shown on the following exhibits: 

(i) Additions to the license: 

Exhibit K, sheet 2C (FPC No. 137-74). 
Exhibit L, sheet 4 (FPC No. 137-73). 
Exhibit L, sheet 1C (FPC No, 137-75). 

(ii) Eliminations from the license: 

Exhibit J, K, L (FPC No. 137-26). 
Exhibit L (FPC No. 137-56). 

(c) The application referred to in (a) (i) above has been superseded by the 
filing of application described in (a) (iii) above; 

(d) With respect to (a) (ii) above, the Bear River unit may conflict with the 
power market of the State of California’s Shasta development ; 

(e) With respect to (a) (iii) above, the licensee states that the abandonment 
of the Deer Valley dam and reservoir and the enlargement of the Salt Springs 
dam and reservoir are economically desirable and feasible ; 

(f) The Chief, Forest Service, under authority delegated by the Acting Secretary 
for the Secretary of Agriculture, who has supervision over the national forests 
affected by the proposed changes, has recommended that the amendment of license 
be granted subject to certain conditions as hereinafter provided ; 

(g) The Acting Secretary for the Secretary of the Interior has reported that 
the construction and the use of the project under the license as so amended will not 
interfere or be inconsistent with the purpose of any reservation or withdrawal of 
public lands under the jurisdiction of that Department ; 

The Commission, having considered the applications and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the national forests or any reservation 
or withdrawal of public lands affected thereby were created or acquired, and 
requisite public notice has been duly given and published ; 

(2) That under the license as amended, there will be included within the 
project area 9.95 additional acres of lands of the United States, but the total 
project area will be decreased by 470.05 acres; 

(3) That the amount of annual charges now fixed in the license for the uSe, 
occupancy, and enjoyment of the lands of the United States involved is unreason- 
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able and should be adjusted so as to conform to the schedule of charges for use of 
lands of the United States designated in the rules and regulations of the Com- 
mission, and such adjusted annual charges and the annual charges hereinafter 
fixed to be paid by the licensee for the purpose of reimbursing the United States 
for the costs of administration of Part I of the Act are reasonable; 

(4) That the exhibits specified in paragraph (v) (i) above, conform to the 
rules and regulations of the Commission; and 

The Commission orders: 

(A) That the application set forth in paragraph (@) (i) above, be and it is 
hereby dismissed ; 

(B) That the application set forth in paragraph (a) (ii) above, be and it is 
hereby held in abeyance pending further action by the Commission; 

(C) That the license for project No. 137 be amended to provide for the changes 
described in paragraph (a) (iii) above, subject to the following special condi- 
tions : 

(i) The licensee shall commence and complete the work of raising the water 
level of the Salt Springs dam and erection of radial gates at such time as the Com- 
mission may direct to supply the market demand ; 

(ii) The licensee shall submit to the Commission for approval complete detail 
plans of the spillway structure of the Salt Springs dam before beginning con- 
struction of the work of raising the water surface at the dam by placing an addi- 
tion to the facing and the installation of radial gates; 

(D) That the license for project No. 137 be amended to provide for the changes 
described in paragraph (a) (iv) above, except for the road leading from the junc- 
tion with the Salt Springs road to the Forest Ranger station, which is hereby 
excluded from the license ; 

(E) That subject to the provisions of section 10 (e) of the Act, the licensee shall 
pay to the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the ultimate installed 
capacity of 85,500 horsepower, plus two and one-half (2%) cents per 1,000 kilo- 
watt-hours of energy generated by the project during the fiscal year ended June 30, 
preceding the submission of a bill therefor by the Commission; and 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of the lands of the United States involved, excluding the transmission line right- 
of-way, $3,585.20; and 

(iii) For the use of lands of the United States for transmission line right-of-way, 
$91.84 ; 

(F) That the exhibits specified in paragraph (b) (i) above, be and they hereby 
are approved as part of the license as amended, and the exhibits specified in para- 
graph (b) (ii) above, be and they hereby are excluded from the license. 


Order denying application for amendment of license (major) and requiring 
surrender of license 


Portland Canal Power Company 
(Project No. 917) 
January 9, 1940 


Upon application filed August 12, 1939, by Portland Canal Power Company, 
licensee for project No. 917, for amendment of license to extend the time for com- 
pletion of the first unit of the project from December 31, 1939, to December 31, 
1941; and 
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It appearing to the Commission that: 

(a) Since issuance of the license on April 8, 1931, the Commission has granted 
the licensee six additional years within which to eomplete construction of the first 
unit of development of the project; 

(b) The only progress made by licensee from issuance of license has been the 
clearing of the powerhouse site and tunnel line; the erection of a permanent cabin 
for use of the company’s resident engineer; and maintenance of local trails; 

(c) The licensee has not carried construction of the project forward with due 
diligence ; 

The Commission finds that no good reason has been shown for granting the 
extension applied for; and 

The Commission orders: 

(A) That the application for amendment of license for project No. 917 be and 
it is hereby denied ; 

(B) That the licensee surrender the license for the project within thirty (30) 
éays of the date of receipt of this order. 


Order directing secretary to submit statement of actual legitimate original cost 
Town of Petersburg, Alaska 
(Project No. 201) 
January 16, 1940 


The Commission having before it the licensee’s statement of claimed cost as of 
July 31, 1925, of project No. 201, in the amount of $116,292.06, and an examination 
having been made by the Commission’s staff of the licensee’s books and records 
pertaining to the said statement; 

It appearing to the Commission, after considering the licensee’s statement and 
having regard to the examination made by its representatives of the licensee’s 
books and records, that the amount of $116,292.06 as shown in the following table 
represents the actual legitimate original cost of the project July 31, 1925: 


INTANGIBLE PLANT 
Account 
No. Account title Amount 
303 Miscellaneous intangible plant 


PRODUCTION PLANT 


S21, .. Structures: and mprovements nn. gnc re iesthnnccsene 5, 598. 41 
822 Reservoirs, dams, and waterways-—................._...._... 40, 047. 59 
323 Water wheels, turbines, and generators___--._____-__-____--__ 10, 938. 93 
824 Accessory electric equipment 


TRANSMISSION PLANT 


TIN ROSIN SUNT RO CU ancient cieriricencin 8, 834. 26 
Structures and improvements... nn cence 565. 28 
Station equipment 10, 779. 86 
Poles and fixtures 21, 767. 40 
Overhead conductors and devices 


GENERAL PLANT 





APPENDIX—ORDERS 671 


Now, therefore, the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission’s 
Rules of Practice and Regulations, adopted April 19, 1988, and made effective 
June 1, 1938, are hereby waived for the purpose of this determination ; 

(B) That the secretary submit to the licensee, for its consent and approval, the 
attached statement of actual legitimate original cost of project No. 201, which said 
statement upon being accepted and agreed to by the licensee and returned to the 
Commission will, by order, be adopted by the Commission as its determination of 
actual legitimate original cost of said project as of July 31, 1925. 


Order directing filing of statement of original cost of property 
Cities Service Gas Company 
(Docket No. G—141) 
January 16, 1940 


It appearing to the Commission that: 

(a) On October 20, 1939, there was issued by it an order in the above-entitled 
proceeding instituting an investigation of the Cities Service Gas Company “for 
the purpose of enabling the Commission (1) to determine with respect to the said 
company whether, in connection with any transportation or sale of natural gas 
subject to the jurisdiction of the Commission, any rates, charges, or classifications 
demanded, observed, charged or collected, or any rules, regulations, practices or 
contracts affecting such rates, charges, or classifications are unjust, unreasonable, 
unduly discriminatory or preferential; and (2) if the Commission, after hearing 
has been had, shall find that such rates, charges, classifications, rules, regula- 
tions, practices, or contracts are unjust, unreasonable, unduly discriminatory, or 
preferential, to determine and fix by appropriate order or orders, just and reason- 
able rates, charges, classifications, nee regulations, practices, or contracts to be 
thereafter observed and in force” 

(b) It is necessary in conmestion with such investigation that there be made 
available to it, among other things, a statement of the original cost of the property 
of the said company, as of December 31, 1939, used and useful in the public 
service ; 

(c) On June 5, 1939, Cities Service Gas Company advised the Commission that 
“the Company has employed F. C. Hamilton, Consulting Engineer for Electric 
Advisers, Inc., to build up plant ledgers wherein there will be shown the original 
cost of all of the property by lines with the appropriate subdivisions of those lines, 
This work has been in progress since September 1938, and will be completed as 
rapidly as is possible” ; 

(d) Two years from and after September 1938 would be a reasonable period of 
time for the completion of the said original cost work ; 

The Commission directs: 

That the Cities Service Gas Company furnish to this Commission, under oath, 
on or before October 1, 1940, the following: “A statement, by detailed accounts, 
and in accordance with the Commission’s Uniform System of Accounts prescribed 
for Natural Gas companies, of the original cost, as of December 31, 1939, of its 
property, used and useful in the public service.” 
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Order vacating order of suspension 

Arkansas-Louisiana Gas Company 
(Docket No. G-110) 
January 19, 1940 


It appearing to the Commission that: 

(a) On October 6, 1938, the Commission by its order entered upon an investi- 
gation of and suspended, for a period of five months from and after October 31, 
1938, certain increased rates and charges for natural gas supplied by the 
Arkansas-Louisiana Gas Company to the Camden Gas Corperation, under 
Arkansas-Louisiana Gas Company’s rate schedule FPC No, 2, for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
uses, in the city of Camden, Arkansas, which rates were proposed to be made 
effective on October 31, 1938, and fixed November 10, 1938, as the date for public 
hearing concerning the lawfulness of said proposed increased rates ; 

(b) On October 18, 1938, the Commission, acting pursuant to the request of 
the Arkansas-Louisiana Gas Company, postponed the said hearing to February 
10, 1939; 

(c) On January 24, 19389, the Commission by its order permitted Camden Gas 
Corporation to become an intervener and a party to this proceeding; 

(d) On February 7, 1939, the Commission, acting pursuant to the request of 
the Arkansas-Louisiana Gas Company, which request was accompanied by the 
filing of a supplement to Arkansas-Louisiana Gas Company's rate schedule 
FPC No. 2, continuing in effect Arkansas-Louisiana Gas Company’s rate schedule 
FPC No. 1 from March 31, 1989, to August 31, 1939, covering natural gas service 
to Camden Gas Corporation, postponed the hearing to a date and place to be 
thereafter designated by the Commission ; 

(e) On May 23, 1939, the Commission by its order permitted Camden Gas 
Corporation leave to file an amended petition in intervention in this proceeding; 

(f) On June 1, 1939, Arkansas-Louisiana Gas Company requested a further 
suspension of the proposed increase in rates under Arkansas-Louisiana Gas 
Company’s rate schedule FPC No. 2, and accompanied said request with a sup- 
plement to the said rate schedule, continuing the rates to Camden Gas Corpo- 
ration that had been in effect on October 6, 1938, and which had remained in 
effect during the pendency of this suspension proceeding, to January 31, 1940; 

(g) On November 30, 1939, there were filed with the Commission the following- 
named instruments: (1) A stipulation signed by counsel for and in behalf of 
Camden Gas Corporation and by counsel for and in behalf of Arkansas-Louisiana 
Gas Company, providing for the withdrawal of Arkansas-Louisiana Gas Com- 
pany’s rate schedule FPC No. 2, the proposed increase in rates to Camden Gas 
Corporation, and for the dismissal of the intervention of Camden Gas Cor- 
poration and the response thereto of Arkansas-Louisiana Gas Company; (2) 
Motion of Camden Gas Corporation for the dismissal of the order of the Com- 
mission of October 6, 1938, suspending the proposed increase in rates to Camden 
Gas Corporation under Arkansas-Louisiana Gas Company's rate schedule FPC 
No. 2; 

(h) The rates and charges for natural gas supplied by Arkansas-Louisiana 
Gas Company to Camden Gas Corporation for resale in the city of Camden, 
Arkansas, that were in effect on October 6, 1938, under Arkansas-Louisiana Gas 
Company’s rate schedule FPC No. 1, and which were continued in effect ‘by 
Arkansas-Louisiana Gas Company under supplements Nos. 1 and 2 to Arkansas- 





APPENDIX—ORDERS 673 


Louisiana Gas Company’s rate schedule FPC No. 2, to August 31, 1939, and 
January 31, 1940, respectively, are to be continued in effect; and that the 
Arkansas-Louisiana Gas Company has withdrawn its proposed increase in rates 
to Camden Gas Corporation under Arkansas-Louisiana Gas Company’s rate 
schedule FPC No. 2; it will not, under such circumstances, be inconsistent with 
the public interest to vacate the Commission’s order of suspension dated 
October 6, 1938; 

The Commission orders: 

(A) That the Commission's order of October 6, 1938, suspending the proposed 
increase in rates to Camden Gas Corporation under Arkansas-Louisiana Gas 
Company’s rate schedule FPC No. 2, and providing for a public hearing con- 
cerning the lawfulness of the said proposed increase in rates, and the Commis- 
sion’s orders of October 18, 1938, and February 7, 1939, postponing the date of 
said public hearing, be and the same are hereby vacated, without prejudice, 
however, as to any proceeding that may be instituted by the Commission in 
connection with any of the rates, charges, classifications or contracts of the 
Arkansas-Louisiana Gas Company, at any time in the future. 


Order dismissing complaint 


Camden Gas Corporation, Complainant, v. Arkansas-Louisiana Gas Company, 
Defendant 


(Docket No. G—131) 
January 19, 1940 


It appearing to the Commission that: 

(a) On May 8, 1939, Camden Gas Corporation, a public-service corporation 
organized under the laws of the State of Arkansas and engaged in the distribu- 
tion of natural gas in and in the immediate vicinity of the city of Camden, 
Arkansas, filed its complaint herein against Arkansas-Louisiana Gas Company, 
alleging, among other matters, that complainant purchases its requirements of 
natural gas from defendant under the terms of a written contract, designated 
in the Commission’s files as Arkansas-Louisiana Gas Company’s rate schedule 
FPC No. 1; that defendant company also supplies the requirements of natural 
gas to the city of Minden, Louisiana, under a written contract with Empire 
Southern Gas Company; that unlawful discrimination exists between the rates 
charged by Arkansas-Louisiana Gas Company for natural gas sold and delivered 
by it to Empire Southern Gas Company at the city gate of Minden, Louisiana, 
and the rates charged by the said Arkansas-Louisiana Gas Company to Camden 
Gas Corporation for natural gas sold and delivered at the city gate. of Camden, 
Arkansas; that “the conditions and expense of the sale and delivery of gas by 
the defendant to the plaintiff for resale and distribution at Camden, Arkansas, 
are and have been substantially the same as the conditions and expense of the 
sale and delivery of gas by the defendant to the Empire Southern Gas Company 
for resale and distribution at Minden, Louisiana”; and complainant prays for an 
order of the Commission eliminating the said alleged unlawful discrimination in 
rates; 

(b) On June 2, 1939, Arkansas-Louisiana Gas Company filed its answer to 
the said complaint, alleging in substance that no unlawful discrimination exists 
between the rates charged complainant at Camden, Arkansas, and those charged 
Empire Southern Gas Company at Minden, Louisiana ; 
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(c) On November 30, 19389, complainant, Camden Gas Corporation, filed with 
the Commission its motion praying for a dismissal of this proceeding and alleg- 
ing, in part, that complainant and defendant have reached an agreement whereby 
the defendant is to withdraw in docket No. G-110, the schedule of rates known 
as Arkansas-Louisiana Gas Company's rate schedule FPC No. 2, and leave in 
effect the schedule designated upon the records of the Commission as Arkansas- 
Louisiana Gas Company’s rate schedule FPC No. 1, as the only rate schedule 
applicable to service to the complainant; and that upon the compliance with 
this agreement on behalf of the Arkansas-Louisiana Gas Company in docket No. 
G-110, the complaint in this cause may be dismissed; and the said motion 
concludes with a prayer for dismissal of this proceeding, without prejudice; 

(d@) On November 30, 1939, Arkansas-Louisiana Gas Company.joined with “the 
motion of the Camden Gas Corporation, praying for a dismissal of the complaint 
herein, without prejudice ; 

(e) On November 30, 1939, Arkansas-Louisiana Gas Company filed with the 
Commission five copies of Arkansas-Louisiana Gas Company supplement No. 3 
to rate schedule FPC No. 2, which supplement puts into effect the present schedule 
of rates under supplement No. 2 to Arkansas-Louisiana Gas Company’s rate 
schedule FPC No. 2 and withdraws the increase in rates proposed under Arkansas- 
Louisiana Gas Company’s rate schedule FPC No. 2; 

(f) The rates and charges for natural gas supplied by Arkansas-Louisiana Gas 
Company to Camden Gas Corporation for resale in and in the immediate vicinity 
of Camden, Arkansas, that were in effect on October 6, 1938, under Arkansas- 
Louisiana Gas Company’s rate schedule FPC No. 1, and which were continued 
in effect by Arkansas-Louisiana Gas Company under supplements Nos. 1 and 2 
to Arkansas-Louisiana Gas Company’s rate schedule FPC No. 2, to August 31, 
1939, and January 31, 1940, respectively, are to be continued in effect; and that 
the Arkansas-Louisiana Gas Company has withdrawn its proposed increase in 
rates to Camden Gas Corporation under Arkansas-Louisiana Gas Company’s rate 
schedule FPC No. 2; it will not, under such circumstances, be inconsistent with 
the public interest to grant the joint request of complainant, Camden Gas Cor- 
poration, and defendant, Arkansas-Louisiana Gas Company, for a dismissal of 
this proceeding, without prejudice ; 

The Commission orders: 

That the complaint filed herein on May 8, 1939, by Camden Gas Corporation, 
against Arkansas-Louisiana Gas Company be, and the same is hereby dismissed, 
without prejudice, however, as to any proceeding that may be instituted by the 
Commission in connection with any of the rates, charges, classifications or 
contracts of the Arkansas-Louisiana Gas Company, at any time in the future. 


Order denying intervention of the Manufacturers Trust Company and granting 
privilege of participation 


United Gas Pipe Line Company 
(Docket No, G-144) 
January 22, 1940 


It appearing to the Commission that: 

(a) On January 22, 1940, the Manufacturers Trust Company, 55 Broad Street, 
New York City, New York, as corporate trustee under a mortgage and deed of 
trust, dated as of February 1, 1937, from Mississippi River Fuel Corporation to 
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Manufacturers Trust Company and Towner Phelan, trustees, filed a petition for 
leave to intervene in this proceeding ; 

(b) Said Mississippi River Fuel Corporation is the purchaser of natural gas 
under the United Gas Pipe Line Company rate schedules FPC Nos. 9, 10, and 11 
which are involved in this proceeding ; 

(c) Said Manufacturers Trust Company is not engaged in the production, 
transmission or distribution of natural gas, nor does it presently operate any 
facilities therefor ; 

(d) The participation of Manufacturers Trust Company in this proceeding as 
an intervener and a party thereto has not been shown to be necessary ; 

The Commission orders: 

(A) That the petition of Manufacturers Trust Company to intervene and to 
become a party to this proceeding be and it is hereby denied; provided, however, 
that Manufacturers Trust Company may participate in the hearing in this pro- 
ceeding, to the extent of introducing relevant and material evidence and may also 
make oral argument and file hriefs; 

(B) That the granting of permission to said Manufacturers Trust Company to 
so participate shall not be construed as recognition by the Commission that said 


company might be aggrieved by any order the Commission may issue in this 
proceeding. 


Order Denying Application for Rehearing and Reconsideration 


Uniform System of Accounts To Be Prescribed for Natural-Gas Companies Subject 
to the Provisions of the Natural Gas Act 


(Docket No. G—-137) 
January 25, 1940 


It appearing to the Commission that: 

(a) By Order No. 69, adopted November 3, 1939, the Commission, after a public 
hearing held before the Commission sitting en banc, prescribed a system of ac- 
counts for natural-gas companies under the Natural Gas Act to become effective 
on January 1, 1940; 

(b) On November 30, 1939, copies of said system of accounts were duly sent 
to persons which may be subject to the jurisdiction of the Commission under the 
Natural Gas Act; 

(c) On December 29, 1939, an application for rehearing and reconsideration 
of said Order No. 69 was filed on behalf of the American Gas Association Com- 
mittee on Uniform Classifications of Accounts for Natural Gas Companies and 
the following companies: Chicago-District Pipe Line Company; Cities Service 
Gas Company; Colorado Interstate Gas Company; Columbia Gas & Electric Cor- 
poration; Equitable Gas Company; Gas Advisers, Inc.; Hope Natural Gas Com- 
pany; Interstate Natural. Gas Company, Inc.; Kentucky Natural Gas Corpora- 
tion; Lone Star Gas Company; Mississippi River Fuel Corporation; Natural 
Gas Pipeline Company of America ; New York State Natural Gas Corp.; Northern 
Natural Gas Company; Oklahoma Natural Gas Company; Panhandle Eastern 
Pipe Line Company; Southern Counties Gas Company of California; The Gas 
Service Company; United Fuel Gas Company; and United Gas Pipe Line 
Company ; 


The Commission, upon consideration of said petition for rehearing and re- 
consideration finds: 
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That all of the substantial objections to said system of accounts prescribed for 
natural-gas companies, set forth in the petition for rehearing and reconsidera- 
tion, were presented to the Commission at the public hearing held prior to the 
adoption of the system of accounts through oral and documentary evidence and 
were given full consideration by the Commission before it adopted and promul- 
gated the system of accounts; 

The Commission orders: 

That the application for rehearing and reconsideration of Order No. 69, pre- 
scribing a system of accounts for natural-gas companies under the Natural Gas 
Act, filed with the Commission on December 29, 1989, on behalf of the American 
Gas Association Committee on Uniform Classifications of Accounts for Natural 
Gas Companies and the aforementioned individual companies, be and the same is 
hereby denied. 


Order to show cause 
Columbus Electric and Power Company and Georgia Power Company 
(Project No. 485) 
January 25, 1940 


It appearing to the Commission that: 

(a) Columbus Electric and Power Company, of Columbus, Georgia, a Georgia 
corporation, pursuant to section 23 of the Federal Water Power Act on January 
8, 1924, filed declaration of its intention to construct a hydroelectric project at 
Bartlett’s Ferry on the Chattahoochee River in Chambers and Lee Counties, 
Alabama, and Harris County, Georgia, pursuant to which the Commission found 
on March 24, 1924, that the interests of interstate or foreign commerce would be 
affected by the proposed construction ; 

(b) Columbus Electric and Power Company on March 14, 1924, filed an applica- 
tion for preliminary permit for this project, designated as project No. 485, which 
permit was authorized by the Commission on June 4, 1924, upon finding that the 
Chattahoochee River was a navigable waterway of the United States, the permit 
issued August 6, 1924, reciting that the interests of interstate or foreign commerce 
would be affected by the proposed construction ; 

(c) Columbus Electric and Power Company on June 27, 1924, filed an applica- 
tion for license for the project, which the Commission authorized on July 17, 1924, 
for a period of 50 years upon finding that the Chattahoochee River was a naviga- 
ble waterway of the United States; 

(d) The license so authorized and reciting that the Chattahoochee River was 
a navigable waterway of the United States was accepted by the Columbus Electric 
and Power Company on October 5, 1924, and issued by the Commission on 
December 15, 1924, and has not since been abandoned, canceled, revoked, sur- 
rendered, terminated, or transferred and remains outstanding to date; 

(e) Columbus Electric and Power Company by agreement dated May 12, 1930, 
consolidated with the Georgia Power Company, of Atlanta, Georgia, also a Georgia 
corporation, under the name of the latter company; 

(f) Georgia Power Company, as self-styled “successor by consolidation” to 
Columbus Electric and Power Company, has since operated and maintained the 
project in violation of section 8 of the Act and without requisite approval by 
the Commission of transfer of the project license or other appropriate authoriza- 
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tion from or by the Commission, although subject to protest it has paid the 
annual charges imposed by the Commission under the project license ; 

(g) Georgia Power Company, although informed by Commission letters dated 
October 2, 1930, and March 18, 1931, of the necessity of securing such approval or 
authorization, has refrained from submitting an application for and has failed 
to secure approval of transfer of the license or other appropriate authorization 
from or by the Commission for the operation and maintenance of the project ; 

(h) The project was constructed, operated, and maintained by the Columbus 
Electric and Power Company until May 12, 1930, under the aforesaid license 
regularly issued by the Commission, but the operation and maintenance of the 
project since that date by the Georgia Power Company has been unlawful under 
the terms of the Act for the reasons herein stated ; 

The Commission, upon consideration of the premises and the entire project 
record, finds: 

That in order to effectuate the provisions of the Act in the public interest, 
appropriate action should be taken to determine the issues presented herein ; 

Wherefore, the Commission on its own motion orders: 

That the aforesaid Columbus Electric and Power Company and Georgia Power 
Company shall, under oath, show cause, if any there be, on or before March 1, 
1940, why: 

(i) Appropriate authorization, by transfer of the project license or issuance 
of a major project license, should not forthwith be applied for and secured from 
the Commission for the operation and maintenance of the aforesaid project by 
the Georgia Power Company in accordance with the pertinent provisions of the 
Federal Power Act and the rules of practice and regulations of the Commission 
thereunder ; or 

(ii) Georgia Power Company should not forthwith be required to cease and 
desist from the operation and maintenance of the project ; and 

(iii) The Commission should not forthwith request the Attorney General to 
institute appropriate proceedings against Georgia Power Company, or enter such 
other and further order as it may find appropriate, expedient and in the publie 
interest, to conserve and protect the interests of the United States in the premises. 


Order authorizing issuance of license (major) 
The Montana Power Company 
(Project No. 1473) 

January 25, 1940 


Upon application filed December 3, 1937, by The Montana Power Company 
of Butte, Montana, for license for a constructed major project on Flint Creek 
in Deer Lodge and Granite Counties, Montana, affecting lands of the United 
States within the Deerlodge National Forest; and 

It appearing to the Commission that: 

(a) The project consists of a masonry dam across Flint Creek, a 52-inch 
redwood pipe line about 1.2 miles long, a surge tank 32 feet in diameter and 
60 feet in height, a 36-inch wrought-iron pipe line about 0.25 mile long, a 
power house having installed capacity of about 1,500 horsepower in two units, 
a switchyard, and appurtenant works, including a reservoir known as George- 
town Lake having storage capacity of approximately 31,000 acre-feet; the 
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project occupying 2,141.15 acres of lands of the United States within the Deer- 
lodge National Forest, in Deer Lodge and Granite Counties, Montana ; 

(b) The project was built and maintained by applicant’s predecessor in 
interest, the Anaconda Copper Mining Company, partially under permit granted 
by the Secretary of Agriculture, and partially under a minor part license issued 
by the Federal Power Commission on January 4, 1926; ; 

(c) Upon the acquisition of the project by The Montana Power Company, 
the Commission on June 8, 1937, approved the transfer to it of the aforesaid 
minor part license preliminary to the present application ; 

(d) Payments of annual charges for 1938 and 1939 have been made by the 
applicant to the Secretary of Agriculture under the aforesaid permit and to 
the Commission under the aforesaid license, and the imposition of annual 
charges for reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act, and for recompensing it for the use, 
occupancy, and enjoyment of its lands from July 1, 1938, the expiration date 
of license for project No. 322, would require either duplication of payment 
by the applicant or administrative difficulty in effecting a transfer of funds 
from those already paid; 

(e) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision over 
the Deerlodge National Forest, has recommended that a license be issued as 
hereinafter provided; 

(f) The Acting Secretary for the Secretary of the Interior has reported that 
the project does not interfere nor is it inconsistent with the purposes of any 
reservation or withdrawal of public lands under the administration of that 
Department ; 

The Commission, having considered the application and all pertinent data, 
finds: 

(1) That the upplicant is a corporation organized under the laws of the 
State of New Jersey and authorized to operate in Montana, and has submitted 
satisfactory evidénce of compliance with all applicable State laws insofar as 
necessary to effect the purposes of a license for the project; 

(2) That no other application for a similar project or in conflict with the 
present application, is before the Commission ; 

(3) That the project does not affect any Government dam or navigable water 
of the United States; 

(4) That notice of the application has been duly published and no protests 
or objections thereto have been received; 

(5) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes for which the Deerlodge National Forest 
was created or acquired, nor with any reservation or withdrawal of public 
lands, nor will it affect the development of any water resources for public 
purposes which should be undertaken by the United States itself; 

(6) That the project is best adapted to a comprehensive plan for the im- 
provement and utilization of water power development and for other beneficial 
public uses, including recreational purposes ; 

(7) That the installed power capacity of the project is 1,500 horsepower 
and the hydroelectric energy generated thereby is used for public utility 
purposes ; 

(8) That the amount of annual charges to be paid by the applicant for the 
purposes of reimbursing the United States for the costs of administration of 
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Part I of the Act, and for recompensing it for the use, occupancy, and en- 
joyment of its lands within the project area, is reasonable as hereinafter fixed 
and specified ; ” 

(9) That in accordance with the provisions of section 10 (d) of the Act, the 
rate of return upon the net investment in the project and the proportion of 
surplus earnings to be paid into and held in amortization reserves are reason- 
able as hereinafter specified ; 

(10) That the maps and plans filed as part of the application and designated as 
follows, conform to the rules and regulations of the Commission : 

Exhibit J (FPC No. 1473-4) ; 

Exhibit K (FPC No. 1473-5, 6, 7, and 8) ; 
Exhibit L (FPC No. 1473-9) ; 

Exhibit M (FPC No. 1473-2); and 

The Commission orders: 

(A) That a license be issued to the applicant for the operation and maintenance 
of the project for a period of fifty (50) years, effective July 1, 1938, subject to 
the provisions of the Act and to the rules and regulations of the Commission 
thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provisions: 

(1) The project boundary of the Georgetown Lake reservoir shall be defined 
as the 6,429.5-foot contour ; 

(2) The actual legitimate original cost, estimated where not known, and the 
accrued depreciation of the project as of the effective date of this license shall be 
determined in accordance with the Federal Power Act and the rules and regula- 
tions of the Commission, and the licensee hereby agrees to accept such original 
cost less such accrued depreciation, so determined, as being the net investment in 
the project as of such date; 

(C) That the license shall provide that, after the first 20 years of operation of 
the project thereunder, 6 per cent. per annum shall be the specified rate of 
return on the net investment in the project for determining surplus earnings in 
accordance with the provisions of section 10 (d) of the Act, for the establishment 
and maintenance of amortization reserves to be held until the termination of the 
license, or, in the discretion of the Commission, to be applied from time to time 
in the reduction of the net investment in the project, and one-half of all surplus 
earnings in excess of 6 per cent. per annum received in any calendar year shall be 
paid into and held in such amortization reserves; 

(D) That subject to the provisions of section 10 (e) of the Act, the licensee 
shall pay to the United States the following annual charges from January 1, 
1940: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the installed capacity 
of 1,500 horsepower, plus two and one-half (214) cents per 1,000 kilowatt-hours of 
energy generated by the project during the fiscal year ended June 30 preceding 
the submission of a bill therefor by the Commission ; and 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands within the project area, $1,051.10; 

(EB) That the maps and plans specified in finding (10) above be and they 
hereby are approved as part of the license. 
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Order granting exemption from payment of annual charges 


South Carolina Public Service Authority 
(Project No. 199) 
January 25, 1940 


Upon application filed January 15, 1940, by South Carolina Public Service 
Authority, licensee for project No. 199, for exemption from payment of annual 
charges for the period April 1, 1939, to and including December 31, 1939, 
pursuant to the terms of section 10 (e) of the Federal Power Act and the 
regulations of the Commission thereunder, on the ground (among others) that 
the project is still under construction and no energy has been generated; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the meaning of section 10 (e) 
of the Federal Power Act; 

(2) That the licensee has submitted satisfactory evidence that no power 
was sold from the licensed project during the period April 1, 1989, to and 
including December 31, 19389, because the project is still under construction 
and is not in operation; 

The Commission orders: 

That the licensee be and it is hereby exempted from liability under the 
license for project No. 199 for payment of annual charges for the period April 
1, 1989, to and including December 31, 1939. 


Order authorizing amendment of license (major) 
South Carolina Public Service Authority 
(Project No. 199) 

January 25, 1940 


Upon application filed December 8, 1939, by South Carolina Public Service 
Authority, licensee for project No. 199, to provide for the flooding of certain 
lands of the United States within the Francis Marion National Forest, and for 
the construction and maintenance thereon of dikes and other structures; and 

It appearing to the Commission that: 

(a) The effect of the amendment will be to include within the project 1,275.9 
acres of lands of the United States within the Francis Marion National Forest; 

(b) A special use permit was issued by the Forest Service on October 27, 
1939, authorizing construction of a dike for impounding waters on and 
flooding of the forest lands, and the Aeting Chief, Forest Service, under au- 
thority delegated by the Acting Secretary for the Secretary of Agriculture, 
who has supervision over the Francis Marion National Forest, has recom- 
mended favorable action on the application provided it include certain special 
stipulations as hereinafter specified ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Francis Marion National 
Forest was created or acquired, nor will it alter any of the basic facts upon 
which the license was issued, nor require public notice; 
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(2) That the amount of annual charges for recompensing the United States 
for the use, occupancy, and enjoyment of the aforesaid lands of the United 
States involved are reasonable as hereinafter fixed to be paid by the licensee 
under the license as amended ; 

(3) That the map showing the lands to be flooded and submitted as part of the 
application for amendment, supplementing exhibit K (FPC No. 199-22), and des- 
ignated as exhibit K, sheet 2 (FPC No. 199-43), conforms to the Commission’s 
rules and regulations; and 

The Commission orders: 

(A) That the license for project No. 199 be amended to provide for the afore- 
said flooding of lands of the United States, and the construction and maintenance 
thereon of dikes and other structures for the general purposes of the project; 

(B) That the license as amended shall contain the following special stipulations 
and provisions: . 

(i) All trees, timber, saw logs, pulpwood, poles, piles and other merchantable 
forest products on the area described in this amendment to license shall remain 
the property of the United States, and will be disposed of by the Forest Service, 
and removed from the area under regulations of the Department of Agriculture 
governing the sale of national forest timber, all such products to be removed on 
or before December 31, 1940; 

(ii) The licensee shall construct and maintain such crossings or passageway 
over or through the dike construction as may be necessary and as directed by the 
forest officer to provide right and means of ingress to and egress from the area 
described in this amendment to license for the removal of timber and timber 
products and the administration and protection of the national forest, until such 
time as the area is flooded; 

(iii) The licensee, its employees, contractors or employees of contractors will 
do all in its power to suppress any fire or fires occurring on or withn one-half mile 
of the forest land included in the project, and such suppression within this limit 
will be done without cost to the United States. It will further be available, upon 
call of the Forest Officer, for the suppression of fires anywhere within the unit; it 
being agreed, however, that for such services rendered outside of the said one-half 
mile limits described above, it shall be paid at the prevailing wage for such 
services ; E 

(iv) No fires will be started at any time or for any reason during the clearing 
of the right-of-way or construction of the impounding dike or in the maintenance 
of same without written authority of the Forest Officer; 

(v) The licensee will instruct its patrolmen who may patrol this impounding 
dike during or after construction and during the period of use to report at once 
to the nearest forest officer any forest fire observed by him on or endangering the 
national forest, it being understood that any telephone toll necessary for such 
purpose may be reversed and charged to the Forest Service; 

(vi) The Forest Service reserves the right to construct such recreational facili- 
ties along the shore or dike line of the impounded waters as may, in the opinion 
of the forest officer, be necessary to provide such facilities to the general public, it 
being understood and agreed that no such construction shall be located within 200 
feet of the dike line except by agreement of the licensee ; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount of 
annual charges under the license as amended, for recompensing the United States 
for the use, occupancy, and enjoyment of the aforesaid lands of the United States, 
be and it hereby is fixed at $233.75; 

(D) That the map exhibit K, sheet 2 (FPC No. 199-43) specified in finding (3) 
above, be and it hereby is approved as part of the license as amended. 





682 FEDERAL POWER COMMISSION 


Order granting eremption from payment of 1939 administrative charges 
Grand River Dam Authority 
(Project No. 1494) 
January 30, 1940 


Upon application filed January 9, 1940, by the Grand River Dam Authority, 
Oklahoma, licensee for project No. 1494, for exemption from payment of annual 
charges for the year ended December 31, 1939, pursuant to the provision of section 
10 (e) of the Federal Power Act and the regulations of the Commission there- 
under, on the ground that they are preoperation charges ; 

The Commission, having considered the application and the project record, 
finds: . 

(1) That the licensee is a municipality within the meaning of section 10 (e) 
of the Federal Power Act; 

(2) That the licensee has submitted satisfactory evidence that no power was 
sold from the licensed project during the year ending December 31, 1939, because 
construction of the project has not yet been completed nor is the project in 
operation ; 

The Commission orders: 

That the licensee be and it is hereby exempted from liability under the license 
for project No. 1494 for the payment of administrative charges for the year 
ending December 31, 1939, provided, however, that nothing in this order shall 
be construed as affecting the imposition of annual charges under article 23 (b) 
of the license. 


Order authorizing amendment of limited certificate of public convenience and 
necessity and amending order of July 18, 1939 


Louisiana-Nevada Transit Company 
(Docket No. G—122 
February 6, 1940 


It appearing to the Commission that: 

(a) On July 18, 1939, the Commission issued its order in the above-entitled 
matter authorizing the issuance of a limited certificate of public convenience and 
necessity to the Louisiana-Nevada Transit Company and said limited certificate 
was issued on July 18, 1939; 

(b) By its order dated October 13, 1939, the Commission amended paragraph 
(B) (iv) of the ordering clause of the Commission’s order dated July 18, 1939, 
and condition Number 4 of the limited certificate of public convenience and 
necessity issued to the Louisiana-Nevada Transit Company to read as follows: 
“The construction of the facilities hereby authorized shall be commenced on or 
before August 15, 1939, and be completed within 90 days from November 13, 1939; 
applicant shall report to the Commission in writing the commencement and com- 
pletion of such construction within fifteen days after such commencement and 
completion, respectively ;” 
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(c) On February 2, 1940, the Louisiana-Nevada Transit Company filed an appli- 
cation for an extension of time until 60 days after February 11, 1940, within 
which to complete the construction of the facilities authorized by the Commis- 
sion’s order of July 18, 1939; 

The Commission, having considered the application of the Louisiana-Nevada 
Transit Company, finds: 

That good and sufficient cause has been shown to extend the time for comple- 
tion of the construction of the facilities authorized by the Commission’s order 
of July 18, 1939, as amended by the Commission’s order of October 13, 1939, 
entered in this matter ; 

And the Commission orders: ° 

That paragraph (B) (iv) of the ordering clause of the Commission's order, 
dated July 18, 1939, and condition Number 4 of the limited certificate of public 
convenience and necessity issued to the Louisiana-Nevada Transit Company, as 
amended by the Commission’s order dated October 13, 1939, and amendment 
No. 1 to the limited certificate of public convenience and necessity be further 
amended to read as follows: “The construction of the facilities hereby author- 
ized shall be commenced on or before August 15, 1939, and be completed within 
60 days from February 11, 1940; applicant shall report to the Commission in 
writing the commencement and completion of such construction within fifteen 
days after such commencement and completion, respectively.” 


Order to show cause and firing date of hearing thereon 
Louisville Gas and Blectric Company 
(Docket No. IT-5597) 


February 7, 1940 


The Commission, having under consideration the failure of Louisville Gas and 
Electric Company to comply with electric plant accounts instruction 2—D of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, and with the Commission’s order of May 11, 1937; 

It appearing to the Commission that: 

(a) Pursuant to the authority granted by the Federal Power Act, particularly 
sections 301 (a), 304 (a), 309, paragraph 13 of section 3, and section 4 (b) 
thereof, the Commission, by its Order No. 42 dated June 16, 1936, adopted a 
uniform system of accounts for public utilities and licensees, subject to the 
provisions of the Federal Power Act, and by its Order No. 43 dated December 31, 
1936, amended said uniform system of accounts; 

(b) Louisville Gas and Electric Company owns and operates facilities for 
the transmission of electric energy in interstate commerce and for the sale of 
electric energy at wholesale in interstate commerce; is a public utility within 
the meaning of the Federal Power Act subject to the provisions of this Com- 
mission’s Uniform System of Accounts and is a Class A utility under said 
uniform system of accounts; 

(c) Louisville Gas and Electric Company, licensee of project Nos. 289 and 
1000, is a licensee within the meaning of the Federal Power Act subject to the 
provisions of this Commission’s Uniform System of Accounts and is a Class A 
licensee under said uniform system of accounts; 
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(d) By order adopted May 11, 1937, the Commission directed all Class A 
public utilities and licensees subject to its jurisdiction to submit certain data, 
statements, and information pursuant to electric plant accounts instruction 2-D, 
said data, statements, and information to be submitted on or before January 
1, 1939; 

(e) Order No. 42, adopted June 16, 1936, prescribing the Commission’s Uni- 
form System of Accounts, Order No. 43 adopted December 31, 1936, amending 
said uniform system of accounts, and the order of May 11, 1937, directing all 
public utilities and licensees to submit certain data, statements, and informa- 
tion pursuant to electric plant accounts instruction 2—D of the said uniform 
system of accounts were duly served upon Louisville Gas and Electric Company ; 

(f) The Commission, by its letter of January 3, 1939, at the request of Louis- 
ville Gas and Electric Company, granted Louisville Gas and Electric Company an 
extension of time from January 1, 1939, to July 1, 1939, in which to comply with 
electric plant accounts instruction 2—D of the Commission’s Uniform System of 
Accounts and with-the order of May 11, 1937; 

(g) The application of Louisville Gas and Electric Company filed June 5, 
1939, for a further extension of time was denied by order of the Commission 
dated June 16, 1939, in the matter of Louisville Gas and Electric Company, docket 
No. IT-5555, it appearing that good cause had not been shown for such further 
extension of time; the petition of Louisville Gas and Electric Company filed 
July 12, 1939, to set aside the Commission’s order of June 16, 1939, was denied by 
Commission’s order dated July 28, 1939; and the petition of Louisville Gas and 
Electric Company filed August 28, 1939, for rehearing on Commission’s order of 
July 28, 1939, was not acted upon within thirty days after the date of filing 
thereof and, therefore, may be deemed to have been denied ; 

(h) Louisville Gas and Electric Company has failed to file the data, statements, 
and information required by electric plant accounts instruction 2—D of the Com- 
mission’s Uniform System of Accounts and by Commission's order adopted May 11, 
1937 ; 

(i) Louisville Gas and Blectric Company has not made diligent effort to 
reclassify its electric plant and has wilfully and knowingly refused and failed 
to file the data, satements, and information required by electric plant accounts 
instruction 2-D of the Commission’s Uniform System of Accounts and by the 
Commission’s order adopted May 11, 1937, and Louisville Gas and Electric 
Company still persists in the wilful and knowing violation of said electric plant 
accounts instruction 2—D of the Commission’s Uniform System of Accounts and 
the Commission’s order of May 11, 1937; 

The Commission orders: 

That Louisville Gas and Electric Company, under oath, show cause, if any 
there be, at a public hearing to be held for that purpose on March 11, 1940, at 
10 o’clock a. m., in court room No. 1, Federal Building, Louisville, Kentucky ; 

(i) Why the Commission should not institute appropriate proceedings under 
section 314 of the Federal-Power Act to enforce compliance with the aforesaid 
Order No. 42, dated June 16, 1936, Order No. 43, dated December 31, 1936, order 
dated May 11, 1937, order dated June 16, 19389, and order dated July 28, 1939; and 

(ii) Why the Commission should not transmit to the Attorney General, for 
the institution of necessary criminal proceedings under the Federal Power Act, 
particularly section 316, such evidence as may be available concerning such acts 
or practices of the Louisville Gas and Electric Company as may appear to have 
constituted a violation of the provisions of the Federal Power Act, any rule or 
regulation thereunder or the aforesaid orders of the Commission. 
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Order determining actual legitimate original cost and net investment of project 
No. 1144 and prescribing accounting therefor 


John H. Graff, as Administrator of the Estate of S. M. Graff, Licensee 


(Project No. 1144) 
February 7, 1940 


The Commission having under consideration the matter of the determination 
of the actual legitimate original cost and the net investment as of January 1, 
1932, of the hydroelectric project designated in its records as project No..1144, 
John H. Graff, as administrator of the estate of S. M. Graff, licensee; and 

It appearing to the Commission, after consideration of the formal acceptance 
of the statement of actual legitimate original cost and net investment of project 
No. 1144 submitted to the licensee pursuant to the Commission’s order of September 
22, 1939, and executed by said licensee under date of November 9, 1939, that the 
actual legitimate original cost of project No. 1144 and the net investment 
therein as of January 1, 1932, is as shown in the following tabular statement: 


Statement of actual legitimate original cost and net investment of project No. 


1144, as of Jan. 1, 1932 





Description of items 


2 | Franchise (25 years), legal expense____.- 
| Right-of-way across lot 1, block 19, Seward, “Alaska. 
| Right-of-way across Brow nwell] Homestead (50 years) .. 


Powerhouse land (6 town lots). ._- 

Powerhouse and machinery foundations_._._._-..- 
Transformer house (reinforced concrete) 

Heating plant for powerhouse 


| Powerhouse grounds 


Plug diversion dam, Lowell Creek 
Intake house (reinforced concrete) _. 


5 | Canal, dam-intake house 


7 


Pipe line No. 1, riveted steel, 7, ONE oe 
Excavation for pipe line 

Trestle, capped piling-.- 

Tailrace, excavated 

Powerhouse ve and piping 


Water wheel No 


9 | Water wheel No. 3. 
| Governor No. 2 
| Governor No. 3 


Alternator No. 2 and exciter No. : 


| Alternator No. 3 and exciter No. ; 
| Switchboard 
| Crane. 


Vacuum cleaner, pow erhouse, and offices 


2 | General office equipment 
3 | Shop and office (frame) - 
7 | Powerhouse tools, spare parts, pipe. 


Warehouse (corrugated iron) 


5 | Garage (frame) 


Total 





1 1922 FPC System of accounts. 


The Commission orders: 
(A) That the licensee establish and maintain control accounts with reference 
to said project showing the total debit balance in its fixed capital accounts 
beginning with an entry of $157,941.00 as the actual legitimate original cost 
of said project as of January 1, 1932; 





Original cost 


as of Jan. 1, | 


1932 


$400. 00 


250. 00 | 


50. 00 

2, 200. 00 
37, 400. 00 
2, 059. 00 
3, 500. 00 
2, 500. 00 
200. 00 

15, 300. 00 
500. 00 
20, 032. 00 
1, 260. 00 
9, 000. 00 


600. 00 | 


8, 300. 00 
6, 100. 00 


6, 100. 00 | 


950. 
950. 
6, C25. 
6, 025. 
4, 100. 
800. 
350. 
2, 500. 00 
7 . 00 


00 
00 
00 
00 
00 
00 


157, 941. 00 | 


00 | 


Estimated 
| accrued 


| depreciation 
jto Jan. 1, 1932 


“"}1, 220. 00 


, 100. 00 
600. 00 
32. 00 

2, 448. 00 
80. 00 

, 610. 96 


, 100. 
3, 735. 
2, 745. 
2, 745. 00 

427.! 
427. 50 
, 162.7 


5. 00 
. 00 
.00 
. 00 
. 00 

60. 00 
. 00 
. 00 





61, 440. 64 


41.18 | 


i 





1 
} 


Net invest- 
ment as of 
Jan. 1, 1932 


$144. 00 
250. 00 
24.00 

2, 200. 00 
26, 180. 00 
2, 017. 82 
1, 400. 00 
1, 900. 00 
168. 00 
12, 852. 00 
420. 00 
13, 421. 04 
1, 250. 00 
900. 00 
600. 00 


4, 565. 00 


3, 355. 00 
3, 355. 00 

522. 50 

522. 50 
1, 862. 25 
3, 520. 25 
2, 255. 00 

560. 00 

196. 00 
1, 200. 00 
2, 700. 00 
5, 440. 00 
1, 120. 00 
1, 600. 00 


96, 500. 36 
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(B) That the licensee establish and maintain subsidiary ledger sheets or 
accounts showing and substantiating all entries in such control accounts, and 
classifying the total for fixed capital in appropriate detail in accordance with 
the Commission’s Uniform System of Accounts effective January 1, 1937, pur- 
suant to authority granted by the Federal Power Act; 

(C) That the licensee establish and maintain a depreciation reserve account 
with reference to said project showing the total credit balance therein beginning 
with an entry of $61,440.64 as the accrued depreciation on the project property 
as of January 1, 1932; 

(D) That within ninety (90) days of service of this order, the licensee com- 
ply therewith and execute and submit to the Commission FPC Form No. 76 
showing such compliance. , 


Supplementary order authorizing issuance of license (major) 
The Nevada-California Electric Corporation 
(Project No. 1394) 

February 13, 1940 


Upon surrender of the licenses for projects Nos. 374 and 595-607, respectively, 
by The Nevada-California Electric Corporation, licensee, effective December 1, 
1936, as authorized by the Commission’s order of February 13, 1940; and 

It appearing to the Commission that: 

By its supplementary order of June 20, 1939, the Commission conditioned 
the issuance of the license for project No. 1394 upon the surrender of the 
licenses for project Mos. 374 and 595-607, respectively, effective, December 1, 
1936 ; 

The Commission, upon review of the records in the premises, finds: 

That the license for project No. 13894 may now appropriately be issued, and 


shall contain all the terms and conditions as heretofore specified by the Com- 
mission ; and 


The Commission orders: 

That the issuance of license for project No. 1394 to The Nevada-California 
Electric Corporation be and it hereby is authorized; and the license shall 
contain all the terms and conditions as heretofore specified by the Commission 
in its orders of November 25, 1936, and June 20, 1939. 


Order rescinding authorization of amendment of license and consenting to with- 
drawal of application for amendment of license (major) 


City of Ketchikan, Alaska 
(Project No. 420) 
February 20, 1940 


Upon request filed December 9, 1939, by city of Ketchikan, Alaska, licensee for 
project No. 420, for permission to withdraw its application filed June 6, 1938, 
for amendment of license for the project, affecting lands of the United States 
within the Tongass National Forest, Alaska ; and 
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It appearing to the Commission that: 

(a) By order dated June 13, 1939, the Commission authorized amendment of 
license for project No. 420 to provide for certain proposed changes in the project 
facilities pursuant to the aforesaid application filed June 6, 1938; 

(b) On July 17, 1939, drafts of the amendment of license instrument were 
mailed to licensee for acceptance ; 

(c) The licensee, in making the aforesaid request, has informed the Commis- 
sion that it has a new scheme for utilizing to greater advantage the existing 
storage in the project reservoirs, and that it proposes to file another application 
for amendment of license covering the new plans; 

The Commissioner orders that the authorization of amendment of license for 
project No. 420, dated June 13, 1939, be and it hereby is rescinded; and 

The Commission hereby consents to the withdrawal of the aforesaid applica- 
tion, filed June 6, 1938, for amendment of license for project No. 420. 


Order approving transfer of license (transmission line) 


Sumpter Valley Dredging Company and Eastern Oregon Light and Power 
Company 


(Project No. 1320) 
February 20, 1940 


Upon incomplete application filed July 22, 1939, and later revised, by Sumpter 
Valley Dredging Company, of Portland, Oregon, and Eastern Oregon Light and 
Power Company, of Baker, Oregon, for approval of transfer of license for 
project No. 1320 from the former to the latter; and 

It appearing to the Commission that: 

The license for project No. 1320, a 22,000-volt transmission line affecting lands 
of the United States within the Whitman National Forest, in Baker County, 
Oregon, was issued to Sumpter Valley Dredging Company on December 11, 1937, 
for a period of 8 years; 

The Commission, having considered the incomplete application, as revised, 
and the project record, finds: 

(1) That the proposed transferee is a corporation organized under the laws of 
the State of Oregon and has submitted satisfactory evidence of compliance with 
all applicable State laws insofar as necessary for the operation of the aforesaid 
project as required by section 9 (b) of the Federal Power Act; 

(2) That approval of the transfer of the license for the project will be con- 
sistent with the public interest ; and 

The Commission orders: 

That the transfer of the license for project No. 1320 from Sumpter Valley 
Dredging Company to Eastern Oregon Light and Power Company be approved, 
effective as of the date of conveyance of the project properties, and subject to 
the provisions of the Federal Power Act and the rules and regulations of the 
Commission thereunder. 
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Order authorizing issuance of license (minor) 
L. D. Sweet 
(Project No. 1628) 
February 20, 1940 


Upon application filed October 11, 1939, by L. D. Sweet, of Monterey, 
California, for license for constructed minor project No. 1628, located on 
Nigger Creek, and affecting lands of the United States within the Tahoe 
National Forest, in Sierra County, California; and 

It appearing to the Commission that: 

(a) The project consists of an intake, a conduit 1,556 feet long, consisting 
of flumes, ditch and pipe line, a powerhouse, and a short electric power 
line to applicant’s house, and occupies 1.88 acres of lands of the United 
States within the Tahoe National Forest, in sec, 34, T. 20 N., R. 11 B., Mt. 
Diablo meridian, Sierra County, California ; 

(b) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary of Agriculture, who has supervision over the Tahoe National 
Forest, has recommended favorable action on the application as hereinafter 
provided ; 

(c) The Acting Secretary of the Interior has reported that the project 
will not interfere or be inconsistent with the purpose of any reservation or 
withdrawal of public lands under the administration of that Department; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a citizen of the United States and has submitted 
satisfactory evidence of compliance with all applicable state laws insofar 
as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict there- 
with is before the Commission ; 

(3) That the project does not affect any Government dam, nor will the 
issuance of a license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken 
by the United States itself; 

(4) That a license subject to and containing the terms and conditions 
hereinafter provided will not interfere or be inconsistent with the purposes 
for which the Tahoe National Forest was created or acquired, nor with any 
reservation or withdrawal of public lands of the United States; 

(5) That the installed capacity of the project is about 2 horsepower and 
the energy is generated and is used for domestic purposes only; 

(6) That the map and specifications filed as part of the application and 
designated as exhibits F (FPC No. 1628-1) and G, respectively, conform to 
the Commission’s rules and regulations; 

(7) That in issuing the license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of 
the Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
War and to public notice; 6, insofar as it relates to public notice and to the 
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acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to deprecia- 
tion reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates 
to fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value ;” and 

The Commission orders: 

(A) That a license be issued to applicant, without charge, for a period 
of 10 years, unless the special use permit issued to applicant by the Forest 
Service be terminated sooner, in which event the license shall be terminated 
concurrently, for the operation and maintenance of the project on the afore- 
said lands of the United States; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provision: “The licensee 
shall install and maintain such fish screens or fish ladders as may be required 
by the Fish and Game Commission of the State of California” ; 

(C) That the map and specifications specified in finding (6) above be and 
they hereby are approved as part of the license; 

(D) That in issuing the license, the terms and conditions of Part I of 
the Act set forth in finding (7) above be waived to the extent therein specified. 


Order to show cause why authorization to export electric energy should not be 
terminated 


The Tigre Mining Co., 8. A. 
(Docket No. IT-5471) 
February 20, 1940 


It appearing to the Commission that: 

(@) Upon an application filed July 7, 1987, and amendments thereto, by The 
Tigre Mining Co., 8. A., an order authorizing the exportation of electric energy 
from the United States to the Republic of Mexico was issued by this Commis- 
sion October 6, 1937; 

(b) Thereafter, upon application filed November 1, 1937, by The Tigre 
Mining Co., S. A., and the Arizona Edison Co., Inc., the said authorization was 
amended by order of this Commission of November 2, 1937; 

(c) The Tigre Mining Co., 8S. A., and the Arizona Edison Co., Inc., have 
advised this Commission that no electric energy has been exported pursuant to 
the said authorization of this Commission since July 16, 1988; 

(d) There is no apparent necessity for the continuance of the authorization 
of this Commission to export electric energy heretofore given The Tigre Min- 
ing Co., 8S. A., pursuant to the order of this Commission of October 6, 1937, as 
amended by the order of November 2, 1937. 

The Commission orders: 

That The Tigre Mining Co., S. A., under oath, show cause, if any there be, 
on or before March 20, 1940, why the authorization to export electric energy 
heretofore granted by this Commission should not be terminated. 


324886— 43—Vol. 2——-47 





690 FEDERAL POWER COMMISSION 


Order determining actual legitimate original project cost and prescribing 
accounting therefor , 


Town of Highlands, N. C. 
(Project No. 693) 
February 20, 1940 


The Commission, having under consideration the matter of determination of 
actual legitimate original cost as of December 31, 1928, of the hydroelectric 
project designated on its records as project No. 693, town of Highlands, North 
Carolina, licensee; and 

The Commission, after consideration of the formal acceptance executed by 
the licensee under date of January 2, 1940, finds that the actual legitimate 
original cost of project No. 693 as of December 31, 1928, is as shown in the 
following tabular statement: 


Statement of actual legitimate original cost as of Dec. 31, 1928, of Project No. 693 


Account 
No. Amount 
INTANGIBLE PLANT - Bin Shai i * $687. 99 


PRODUCTION PLANT——HYDRAULIC 


tend and iand rignted...20..20 24 ea... seer , 276. 39 
ee 3, 888. 59 
Reservoirs, dams, and waterways-------...-i..--_-_--_--___ 478. 60 
Water wheels, turbines, and generators____-______-_______-__ oe 

Accessory electrical equipment_.___.._---_--------_----_- » 196. 49 


TRANSMISSION PLANT 


Clearing land and rights-of-way____-__-___--_---_-__- 

Station equipment 

og ee oe ictael 5 
Overhead conductors and devices__.__---_-------- f 


GENERAL PLANT 


Communication equipment 


Total 


1Tentatively carried as intangible plant but subject to possible distribution to other 
accounts. 


The Commission orders: 

(A) That the licensee, town of Highlands, North Carolina, establish and 
maintain control accounts with reference to said project showing the total debit 
balance in its fixed capital accounts beginning with the entry of $96,342.41 as 
‘the actual legitimate original cost of said project as of December 31, 1928; 

(B) That the licensee establish and maintain subsidiary ledger sheets or 
accounts showing and substantiating all entries in such control accounts, and 
classifying the total for fixed capital in appropriate detail in accordance with the 
Commission’s Uniform System of Accounts effective January 1, 1937, pursuant 
to authority granted by the Federal Power Act; 
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(C) That within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 


Order reopening proceeding 
The Nevada-California Electric Corporation 
(Docket No. I'T-5581) 
February 21, 1940 


Upon the petition filed January 22, 1940, and the supplement thereto filed 
February 19, 1940, by The Nevada-California Electric Corporation, applicant in 
the above-entitled matter: 

(a) Requesting a rehearing with respect to the Commission’s order of December 
22, 1939, which denied the application filed July 31, 1939, for an order authorizing 
the issue, under proposed amendments of applicant’s articles of incorporation 
which were subsequently adopted October 17, 1939, of $50 par value, 6% cumula- 
tive dividend preferred shares, and $50 par value, 8% noncumulative preferred 
dividend shares, and $5 par value, common shares, in exchange for outstanding 
shares ; 

(b) Amending its said application of July 31, 1939, to request, in addition to 
the authorization there requested, authorization for the issue, prior to the issue 
of the shares referred to in said application, of $100 par value, 3% cumulative 
plus 4% noncumulative preferred dividend shares, in exchange for outstanding 
$100 par value, 7% cumulative preferred dividend shares, such shares to be issued 
under its articles of incorporation as amended March 20, 1939, and as proposed to 
be further amended hereafter ; 

(c) Further amending its said application to propose the issuance, under an 
amendment of its articles of incorporation proposed to be adopted hereafter, of 
6% noncumulative preferred dividend shares, instead of 8% noncumulative pre- 
ferred dividend shares, as originally proposed ; 

(d) Proposing to rescind the amendment of its articles of incorporation adopted 
October 17, 1989, and to adopt a further amendment of its articles of incorpora- 
tion which in addition to providing for the issue of shares as referred to in para- 
graph (a) above, subject to the change referred to in paragraph (c) above, will 
provide that the shares as authorized from and after the taking effect of the 
March 20, 1989, amendment and the shares as authorized in the proposed amend- 
ment itself shall not be issued unless and until issuance thereof shall have been 
approved by the Federal Power Commission ; 

It appearing therefrom that the applicant is, in effect, requesting a reopening 
of the above-entitled matter to permit a consideration of the original application 
and the amendments thereto; 

The Commission orders: 

(A) That the above-entitled matter is reopened, and, to permit a consideration 
of the original application and the amendments thereto, as set forth in the afore- 
said petition filed January 22, 1940, and supplement thereto filed February 19, 
1940, the Commission’s aforesaid order of December 22, 1939, is hereby vacated ; 

(B) That the applicant is directed to specify, forthwith, in the manner required 
for the filing of petitions by section 1.30 of the Commission’s Rules of Practice 
and Regulations, whether opportunity is desired for the taking of oral testimony 
or the presentation of oral argument in the reopened proceeding, and whether the 


applicant desires to submit a brief and, if so, the period of time desired for that 
purpose. 
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Order instituting investigation and to show cause and firing date of hearing 
Minnesota Power & Light Company 
(Docket No, IT-5545) 
February 23, 1940 


It appearing to the Commission that: 

(a) By order of June 20, 1939, the Commission issued an order instituting an 
investigation for the purpose of enabling the Commission: 

(1) To determine whether any rate, charge, or classification demanded, ob- 
served, charged, or collected by the Minnesota Power & Light Company for any 
transmission or sale to Northern Power Company or to Superior Water, Light 
and Power Company under Minnesota Power & Light Company rate schedules 
FPC Nos, 1 and 2, or whether any rate, regulation, practice, or contract affecting 
such rate, charge, or classification is unjust, unreasonable, unduly discriminatory 
or preferential ; and 

(2) If the Commission shall find that any such rate, charge, or classification, 
or any rule, regulation, practice, or contract affecting such rate, charge, or classi- 
fication is unjust, unreasonable, unduly discriminatory, or preferential, to deter- 
mine the just and reasonable rate, charge, classification, rule, regulation, practice, 
or contract to be thereafter observed and in force, and to fix the same by order; 

(b) In the course of the investigation being made pursuant to said order of 
June 20, 1939, the Minnesota Power & Light Company has failed or refused to 
make available for inspection by agents of the Commission certain records and 
books of account, which were made and kept under the name of the Duluth 
Edison Electric Company by which name the Minnesota Power & Light Company 
was formerly known; 

(c) In the course of said investigation Minnesota Power & Light Company 
has also failed or refused to make available for inspection by agents of the Com- 
mission certain records and books of account of the Great Northern Power Com- 
pany, Minnesota Utilities Company, General Light & Power Company, Little Falls 
Water Power Company, Cuyuna Range Power Company, Royalton Power & Light 
Company, and Pike Rapids Power Company, properties of which companies have 
been acquired by the said Minnesota Power & Light Company ; 

(d) Part No. 26 of the report of the Federal Trade Commission, made pur- 
suant to S. Res. 83, 70th Cong., 1st sess., at pages 359, 433, and 456, indicates that 
the books of Minnesota Power & Light Company contained write-ups in the 
amount of $30,293,346.85 charged to fixed capital, essential information concern- 
ing which write-ups may be contained in the books and records which Minnesota 
Power & Light Company has failed or refused to make available for inspection 
by agents of the Commission as set out in paragraphs (b) and (c) above; 

(e) To aid in the enforcement of the provisions of the Federal Power Act and 
of the Commission's aforesaid order of investigation, dated June 20, 1939, and in 
order to determine whether any person has violated or is about to violate any 
provision of said Act, or said order of June 20, 1939, or any rule, regulation, or 
other order under said Act, appropriate proceedings are necessary or desirable in 
the public interest, to ascertain the whereabouts, possession, control, or custody 
of the records, books, papers, and other data of the companies named in para- 
graphs (a), (b), and (c) hereof; 

The Commission finds: 

That for the purposes mentioned in paragraph (¢) above, all books, papers, 
correspondence, memoranda, contracts, agreements, or other records of those 
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companies named in paragraphs (a), (b), and (c) hereof, and any other com- 
pany the properties of which have been acquired by said Minnesota Power & 
Light Company, are relevant or material to this proceeding ; 

The Commission orders: 

(A) That an investigation be and it is hereby instituted for the purpose 
of aiding in the enforcement of the provisions of the Federal Power Act and 
of the Commission’s order of June 20, 1939, and for the purpose of ascertaining 
whether in connection with said investigation instituted by the Commission’s 
said order of June 20, 1939, any person has violated or is about to violate the 
Federal Power Act, or said order of June 20, 1939, or any rule, regulation, 
or other order under said Act, and for the purpose of ascertaining the where 
abouts, possession, control, or custody of the records, books, papers, and other 
data of and pertaining to said Minnesota Power & Light Company, Duluth 
Edison Electric Company, Great Northern Power Company, Minnesota Utili- 
ties Company, General Light & Power Company, Little Falls Water Power 
Corhpany, Cuyuna Range Power Company, Royalton Power & Light Company, 
Pike Rapids Power Company, and any other company, the properties of which 
have been acquired by said Minnesota Power & Light Company; 

(B) That for the purpose of said investigation a public hearing be held com- 
mencing on March 18, 1940, at 10 o’clock, a. m., in Court Room No. 2, Federal 
Building, in the city of Duluth, Minnesota, at which time the Minnesota Power 
& Light Company shall show cause, if any there be, why all books, papers, 
correspondence, memoranda, contracts, agreements, or other records of and 
pertaining to those companies mentioned in paragraph (A) above have not 
been and should not be made available for inspection and examination by 
agents of the Commission ; 

(C) That Samuel H. Crosby be and he is hereby designated as trial exam- 
iner to preside at said hearing, and is empowered to administer oaths and 
affirmations, subpena witnesses, compel their attendance, to take evidence, and 
require the production of any books, papers, correspondence, memoranda, 
contracts, agreements, or records mentioned in the Commission’s finding as 
set forth hereinbefore, and mentioned in paragraphs (A) and (B) above. 
which may be relevant or material. 


Order authorizing sale of facilities 
West Coast Power Company 
(Docket No. I'T-5598) 
February 27, 1940 


Upon the application filed February 9, 1940, as subsequently amended, by 
West Coast Power Company, hereinafter referred to as the applicant, having 
its principal business office at 404 Terminal Sales Building, Portland, Oregon, 
for an order pursuant to section 203 of the Federal Power Act, authorizing 
and approving the sale by it of certain of its facilities, insofar as subject 
to the jurisdiction of this Commission, to Public Utility District No. 2 of Pacific 
County, hereinafter referred to as Pacific district, to Public Utility District 
No. 1 of Wahkiakum County, hereinafter referred to as the Wahkiakum dis- 
trict, and said Pacific and Wahkiakum districts being hereinafter referred to 
collectively as the districts, said districts being municipal corporations of the 
State of Washington, and to the United States of America, acting by and 
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through the Bonneville Power Administrator, hereinafter referred to as the 
United States ; 

It appearing that: 

(a) The applicant and the districts entered into an agreement dated Janu- 
ary 31, 1939, a further agreement dated January 26, 1940, extending and 
modifying the earlier agreement, and signed a letter interpreting the same, 
dated January 26, 1940, whereby the applicant agreed to sell and the districts, 
respectively, to purchase certain of applicant’s facilities in the counties of 
Cowlitz, Wahkiakum, and Pacific, State of Washington, consisting of proper- 
ties referred to as being employed by the company in the production, distri- 
bution and sale of electrical energy and business incidental thereto, and more 
particularly described in exhibits to said agreement, for-a consideration of 
$420,000 cash, of which the Pacific district will pay $300,000 and the Wahkiakum 
district $120,000, said consideration being subject to adjustment for differences 
between fixed capital expenditures and depreciation accruals after September 
30, 1988, changes in the book value of materials and supplies after said date, 
maintenance expenditures below 5% of gross revenues after said date, and 
insurance premium prepayments ; 

(b) The applicant and the United States executed an agreement on Feb- 
ruary 6, 1940, interpreted by a letter dated February 6, 1940, and a letter 
dated February 21, 1940, whereby the applicant agreed to sell and the 
United States agreed to purchase the remainder of the applicant’s facilities 
in the counties of Pacific and Wahkiakum, in the State of Washington, and a 
certain submarine cable in Clatsop County, Oregon, said facilities being referred 
to as “the electric transmission system” and more particularly described in 
exhibits to the agreement, for a consideration of $155,000 cash, plus an ad- 
justment for ad valorem property taxes, the payment of $5,000 being deferred 
to a date subsequent to the closing date, $4,000 thereof being subject to cer- 
tain further adjustments for differences between fixed capital expenditures 
and depreciation accruals after September 30, 1938, and changes in the book 
value of materials and supplies after the same date; 

(c) The property to be sold as described in (a) and (b) above constitute 
all of the applicant’s properties in the three counties referred to, in the State 
of Washington, and the consummation of each of the proposed sales is con- 
tingent upon that of both of the others; 

(d) Pending availability of electric energy from Bonneville Dam, the dis- 
tricts will use the facilities described in (b) above under an agreement with 
the United States, and will have the use of certain additional facilities in 
Clatsop County, Oregon, by agreement with the applicant, for the transmission 
of electric energy, purchased by them from the Westport Lumber Company 
under a contract, dated January 31, 1939, to which the districts, the appli- 
cant and the Westport Lumber Company are parties, to supply the -require- 
ments of the facilities referred to in (a), above; 

(e) The application states that the districts have statutory power to acquire 
all of the applicant’s facilities in the three Washington counties referred to 
above, that the consummation of the proposed sale will avoid the necessity 
for litigation and will avoid competition with governmental agencies in the 
transmission and sale of electric energy at wholesale; that when the purchase 
price is received and turned over to the trustee pursuant to the terms of 
the applicant’s bond indenture, the ratio of outstanding funded debt to the 
applicant’s remaining properties will be improved; and that the sale will have 


no adverse effect upon the available supply of electric energy for remaining 
properties ; 
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(f) Notices of the foregoing application have been duly given to the gov- 
ernors and public utility commissions of the states in which the physical 
properties affected are located; an opportunity for a hearing has been afforded, 
and no protest or petition, or request to be heard in opposition to the granting 
of said application has been received ; 

The Commission having considered said application, as amended, and the 
infcrmation and data therein and thereby supplied, finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Delaware, and duly qualified to engage, and is engaging, in the business, together 
with other business, of generating, transmitting and distributing electric energy 
for public consumption in the states of Oregon, Washington and Idaho; 

(2) The facilities proposed to be sold include facilities for the transmission of 
electric energy transmitted from the State of Oregon and consumed by persons 
other than a transmitter thereof at points in the State of Washington ; 

(3) The facilities referred to in finding (2) for transmission are “facilities 
subject’ to the jurisdiction of the Commission” within the meaning of that 
language as used in section 203 of the Federal Power Act; 

(4) The applicant is a “public utility” as that term is used in section 208 of 
the Federal Power Act; : 

(5) The value of the facilities proposed to be sold that are subject to the 
jurisdiction of this Commission is in excess of $50,000; 

(6) The proposed sale is subject to the requirements of section 208 of the 
Federal Power Act; 

(7) All of the outstanding shares of stock and bonds of the applicant are held 
by Peoples Light & Power Company ; 

(8) The proposed sale will benefit consumers served by the facilities proposed 
-to be sold and will not adversely affect other consumers served by the facilities 
presently owned by the applicant or investors in the securities affected ; 

(9) The proposed sale will be consistent with the public interest; 

(10) The public interest will be served by the waiver, as hereinafter provided, 
of the Commission’s requirements with respect to the filing, under Part 35 of the 
Commission’s Rules of Practice and Regulations, of the aforesaid contract of 
January 31, 1939, filed as exhibit L-3 to the application ; 

And the Commission orders: 

(A) That the sale of facilities as proposed in the aforesaid application, as 
amended, including the exhibits thereto, and subject to the terms and conditions 
thereof, be, and the same hereby is, authorized and approved insofar as including 
facilities subject to the jurisdiction of this Commission ; 

(B) That the foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this Com- 
mission jn any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) That this authorization shall expire unless acted upon within 60 days after 
the entry of this order ; 

(D) That the applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations; . 

(BE) That the aforesaid power contract of January 31, 1939, filed as exhibit L-3 
to the application be and the same hereby is authorized to be filed within 30 days 
from the consummation of the proposed sale, and allowed to take effect as of the 
date of such sale. 
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Order authorizing the issuance of securities 
Otter Tail Power Company 
(Docket No. IT-5596) 

February 27, 1940 


Upon the application filed January 22, 1940, and supplemental information sub- 
sequently submitted, by Otter Tail Power Company, a corporation having its prin- 
cipal business office at 125 South Mill Street, Fergus Falls, Minnesota, hereinafter 
referred to as the applicant, for an order pursuant to section 204 of the Federal 
Power Act authorizing and approving the issue by it of not to.exceed 13,241 of its 
$4.50 dividend preferred shares without par value in exchange for its outstanding 
$6.00 dividend preferred shares to be called for redemption, and not otherwise ; 
also authorizing and approving the issue of its unsecured note to the First National 
Bank and Trust Company of Minneapolis, Minnesota, in such amount, not to 
exceed $900,000, as it may find necessary to borrow, in addition to the application 
of $450,000 which it expects to have available in its treasury, in order to redeem 
the 13,241 outstanding $6.00 dividend preferred shares to be called for redemption 
on April 1, 1940; 

It appearing that: 

(@) The applicant proposes to call its outstanding $6.00 dividend preferred 
shares which number 13,241 shares since the call for redemption of 12,955 of 
the above such shares on December 31, 1939; and to pay the redemption price 
of $100 per share plus accrued dividends to April 1, 1940, or to issue in exchange 
for each such share a $4.50 dividend preferred share without par value and in 
addition a sum not to exceed $2.00 in cash, plus accrued dividends; ; 

(b) The applicant proposes to pay the redemption price for all such $6.00 
shares as are not exchanged for the $4.50 shares from the sum of $450,000 cash 
which it expects to have available in its treasury for that purpose, and to defray 
any additional amount required by borrowing from the First National Bank 
and Trust Company of Minneapolis, Minnesota ; 

(c) The applicant has entered into a contract with the aforesaid bank for a 
loan of not to exceed $900,000 with interest at the rate of 2% per annum on the 
unpaid balance for the first year, 244% for the second, and 3% for the third year, 
said loan to be dated April 1, 1940, and $300,000 thereof to mature April 1st in each 
of the years 1941, 1942, and 1943, but if the loan is for less than the maximum 
amount of $900,000, principal payments of $300,000 per annum will nevertheless 
be payable ; 

(d) No underwriters’ or finders’ fees are proposed to be paid in connection with 
the transaction other than a commitment fee of $500 to the aforesaid bank, the 
amount of which is to be deducted from the first interest payable on any loan 
made by it under the above-mentioned contract, and the total expenses of the 
transaction, other than the cash payments of not to exceed $2 per share referred 
to in paragraph (a) above, the applicant estimates at $3,600; 

(e) Written notices of said application have been duly given the Board of Rail- 
road Commissioners of the State of North Dakota, the Public Utilities Commission 
of the State of South Dakota, the Railroad and Warehouse Commission of the 
State of Minnesota, and to the respective governors of said states; 

(f) No protest or objection to the granting of the application or request for 
opportunity to be heard has been received ; 

Upon consideration of the application, the information therein contained, and 
supplemental information which has been submitted, the Commission finds: 

(1) That applicant is a corporation organized under the laws of Minnesota and 
is engaged principally in the business of generating, transmitting and distributing 
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electric energy within the states of Minnesota and North Dakota and transmitting 
to and distributing electric energy within the State of South Dakota; 

(2) That the applicant owns and operates facilities, among others, for the trans- 
mission and for the sale at wholesale of electric energy which is transmitted be- 
tween and among the aforesaid three states and consumed by persons other than 
the transmitter at points outside the respective states from which it is trans- 
mitted, and the applicant is a public uility within the meaning of that term as 
used in section 204 of the Federal Power Act; 

(3) That the applicant’s proposed issue of its $4.50 dividend preferred shares 
and of its unsecured note as hereinabove referred to constitute issues of securi- 
ties within the purview of section 204 (a) of the Federal Power Act; 

(3) That the applicant’s proposed issue of its $4.50 dividend preferred shares 
outstanding $6.00 dividend.preferred shares will, to the extent such exchanges are 
made, result in a reduction in the annual fixed dividend requirements of the 
applicant ; 

(5) That the aforesaid note is one which, on the basis of the present rate of 
income, applicant will have sufficient funds to discharge at maturity, is a reason- 
able means for aiding the accomplishment of the aforesaid exchanges of shares, 
and, to the extent it is utilized to redeem outstanding $6.00 dividend preferred 
shares, will substitute advantageous interest rates for present fixeq dividend 
requirements, thereby reducing the applicant’s fixed annual cash requirements; 

(6) That the proposed issnes are for a lawful object, within the corporate 
purposes of the applicant, and compatible with the public interest, which is con- 
sistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service, and is rea- 
sonably appropriate for such purpose; 

The Commission orders: 

(A) That the proposed issue of preferred stock and issue of note in accordance 
with the terms of the said application and supplemental information be and the 
same hereby are authorized and approved subject to the following terms and 
conditions : 

(i) The $4.50 dividend preferred shares shall be issued only to the extent 
acceptances are received to the applicant’s exchange offer as referred to above 
and set forth in full in exhibit (O) to the application ; 

(ii) The amount of the aforesaid bank loan shall be limited to such amount 
as, together with the $450,000 expected to be available in the applicant's treasury 
as hereinbefore stated, is necessary for the redemption of $6.00 dividend pre- 
ferred shares plus expenses not to exceed the estimated amount of $900,000 set 
forth in the application, provided further that the proceeds of such bank loan 
shall be used only for the redemption of said shares ; 

(iii) A certified copy of the resolution to be adopted by the directors at a 
special meeting to be held April 1, 1940, as proposed in exhibit A—1 of said appli- 
cation, reducing the number of authorized $6.00 dividend preferred shares from 
14,000 to zero and increasing the number of authorized $4.50 dividend preferred 
shares from 22,000 to 36,000, shall be filed with this Commission prior to the 
issue of any of the shares herein authorized ; 

(iv) A certified copy of the resolution of the founders common shareholders 
to be adopted April 1, 1940, reducing the stated capital of the applicant as pro- 
posed in exhibit A-2 to the said application, shall be filed with this Commission 
prior to the issue of any of the shares herein authorized ; 

(B) That the foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, valuations, 
estimates, or determinations of costs, services, accounts, or any other matter 
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whatsoever which may come before this Commission or such other regulatory 
body; and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty, claimed or asserted by the applicant ; 

(C) That nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any of the securities to 
which this order relates ; ; 

(D) That this authorization shall expire ninety (90) days after the entry of 
this order. 


Order modifying in part the order of June 27, 1939, authorizing iasue of securities 
Otter Tail Power Company 
(Docket No. IT-5533) 
February 27, 1940 


Upon the application filed August 28, 1939, by the Otter Tail Power Company, 
the applicant in the above-entitled proceeding, requesting modification of the 
Commission’s order denying dismissal of application and authorizing issuance of 
common stock share certificates, adopted June 27, 1989, in the above-entitled 
proceeding, such requested modifications to permit the issue of no par common 
shares with a stated capital of $12.50 per share, to provide for the special common 
shares to have equal voting rights with the founders common shares only 
when dividends on preferred shares outstanding shall be in arrears to the extent 
of an amount equal to two years’ dividends thereon, and to eliminate restrictions 
on the application of proceeds from any common shares issued ; 

The Commission, having considered the said- application, the record of pro- 
ceedings thereon, finds: 

(1) That the historical value of the applicant’s common shares when the same 
were issued was $50 per share and it is reasonable and consistent with the 
public interest that when such shares are split four for one the resulting split 
shares should be capitalized at $12.50; but the issuance of shares without par 
value is not shown to be for necessary and urgent corporate purposes of the 
applicant or reasonably necessary or appropriate for the purposes of the pro- 
posed exchange and it is not compatible with the public interest that such 
shares should be issued without par value; 

(2) That the voting rights proposed for the special common shares under the 
requested modification would not be equal to those of the founders common 
shares, and since the issue of the proposed special common stock with the 
proposed limited voting privileges is not for necessary and urgent corporate 
purposes of the applicant and is not reasonably necessary or appropriate for 
the purposes of the proposed exchange, the requested modification of the condi- 
tion, subparagraph (ii) of paragraph (B) of the Commission’s order of June 
27, 1939, requiring equal voting rights is not compatible with the public interest ; 

(8) That the condition, subparagraph (iii) of paragraph (B) of the Commis- 
sion’s order of June 27, 1939, with respect to the application of the proceeds 
from any of the split shares hereafter issued and sold, is unnecessary at .this 
time; the question of the proper application of such proceeds properly can be 
considered and passed upon when and if authorization for the issuance of such 
shares for sale is applied for; 
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And the Commission orders: 

(A) That paragraph (B) of the Commission's said order of June 27, 1939, is 
amended to read as follows: “a 

“(B) That the proposed issue be and the same hereby is authorized in con- 
formity with the provisions of the aforesaid application, upon the following 
terms and conditions and subject to the following modifications, however: 

“(i) Such stock shall be issued only with a par value of $12.50 per share; 

“(ii) Such stock shall be issued only when, as, and if such changes shall 
duly have been made in applicant’s articles of incorporation, by-laws and other- 
wise, as may be necessary to provide for equal voting rights for all shares of 
applicant’s common stock, whether founders common stock or special common 
stock ;” 

(B) That the said application, insofar as it requests modification of sub- 
paragraph (ii) of paragraph (B) of the Commission’s said order of June 27, 1939, 
is denied ; 

(C) That the authorization of the said order of June 27, 1939, as herein 


amended, shall expire unless acted upon within 90 days after the entry of this 
order. 


Order reinstating authorization for the erport af electric energy 


B and P Bridge Company of Weslaco, Inc. 
(Docket No. IT-53875) 
February 29, 1940 


It appearing to the Commission that: 

(a) On December 26, 1939, the B and P Bridge Company of Weslaco, Inc., filed 
a petition with the Commission setting forth certain facts and requesting that 
the Commission vacate and set aside its order of December 5, 1939, revoking 
authorization to export electric energy, heretofore given the said company pur- 
suant to the order of this Commission adopted February 21, 1986; 

(b) Since the issuance of the Commission’s order of December 5, 1939, the B 
and P Bridge Company of Weslaco, inc., has substantially complied with the 
requests theretofore made upon it by the Commission, and has demonstrated 
that its previous failure to so comply was not due to lack of good faith; and said 
B and P Bridge Company of Weslaco, Inc., has assured the Commission of its 
continuing intention and ability to abide by, and observe, the rules and regula- 
tions and requests of the Commission pertinent hereto; 

(c) Good cause has been shown for reinstating the authorization of said B 
and P Bridge Company of Weslaco, Inc., to export electric energy from the United 
States to Mexico, pursuant to the terms of the order of this Commission adopted 
February 21, 1936; 

The Commission orders: 

That the order of the Commission adopted under date of December 5, 1939, 
revoking and rescinding as of December 1, 1939, the authorization granted B and 
P Bridge Company of Weslaco, Inc., to export electric energy from the United 
States to Mexico, as modified by the orders of this Commission herein, December 
29, 1939, and January 30, 1940, be and it hereby is vacated and rescinded; and 
the authorization to export.electric energy as aforesaid as given by this Commis- 
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sion pursuant to its order of February 21) 1986, is hereby ratified and confirmed ; 
subject, however, to such further orders as the Commission may deem necessary 
in the premises; and subject, further, to the express condition that the said B 
and P Bridge Company of Weslaco, Inc., make annual report to this Commission, 
on or before February 1 of each year, of the amount of electric energy trans- 
mitted under the said authorization during each month of the preceding calendar 
year and the consideration received therefor. 


Order permitting intervention 
Mississippi River Fuel Corporation 
(Docket No. G—150) 

March 1, 1940 


It appearing to the Commission that: 

(a) On February 27, 1940, The Laclede Gas Light Company filed with the 
Commission a petition praying that it be permitted to intervene in this pro- 
ceeding ; ‘ 

(b) The Laclede Gas Light Company is a natural-gas distributing company 
operating in the city of St. Louis, Missouri, and is the purchaser under the rate 
schedule under investigation in this proceeding ; 

(c) The participation of The Laclede Gas Light Company in this proceeding 
may be in the public interest : 

The Commission orders: 

(A) That The Laclede Gas Light Company be and it is hereby permitted to 
become an intervener and party to this proceeding, subject to the rules and regu- 
lations of this Commission ; 

(B) That the admission of The Laclede Gas Light Company as an intervener 
and party shall not be construed as recognition by the Commission that such 
party might be aggrieved by any order of the Commission issued in this pro- 
ceeding. 


Order dismissing application and petition 


The Maryland Public Service Company and Consolidated Gas Electric Light 
and Power Company of Baltimore 


(Docket No. IT-5558) 
March 5, 1940 


Upon the application filed July 8, 1939, by The Maryland Public Service 
Company, hereinafter referred to as the Maryland Company, having its prin- 
cipal business office at 121 Court Street, Frederick, Maryland, for an order 
pursuant to section 203 of the Federal Power Act authorizing and approving the 
sale of all of its facilities subject to the jurisdiction of this Commission to 
the Consolidated Gas Electric Light and Power Company of Baltimore; and 

Upon the petition filed September 22, 1939, and amendmerit thereof filed 
November 22, 1939, by the said Consolidated Gas Electric Light and Power 
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Company of Baltimore, hereinafter referred to as the Baltimore Company, 
having its principal business office at the Lexington Building, Lexington and 
Liberty Streets, Baltimore, Maryland, for an order authorizing and approving 
the aforesaid sale insofar as this Commission has the power to do so under 
the Federal Power Act; 

It appearing that: 

(a) The Maryland Company proposes to sell, and the Baltimore Company to 
buy all the franchises and property, real, personal and mixed, excepting cer- 
tain transformers, cash, accounts receivable, and customers’ contributions for 
‘extensions, not refundable to the customers, of the Maryland Company; 

(b) The entire energy transported by the line included in the facilities herein 
involved is taken off in small amounts at frequent intervals along the entire 
length of the line for direct supply to customers ; 

The Commission, having considered said application, petition and amendment, 
exhibits thereto, and the information therein contained finds: 

That the electric facilities proposed to be sold and purchased consist princi- 
pally of a seven-mile wood pole electric line and appurtenances, and are 
facilities used only for the sale of electric energy at retail in serving approxi- 
mately 145 customers in a small rural or predominantly rural area, and are 
therefore facilities used only in local distribution, which are not subject to 
the requirements of section 203 of the Federal Power Act; and 

The Commission orders: 

That the said application and petition as amended are hereby dismissed for 
want of jurisdiction to grant the authorization and approval requested. 


Determination of proportion of annual charges due for headwater benefits 


Southern California Edison Company, Ltd., and San Joaquin Light and Power 
Corporation 


(Docket No. IT-5551) 
March 12, 1940 


Upon application filed June 9, 1939, by Southern California Edison Company, 
Ltd., for a determination under section 10 (f) of the Federal Power Act of 
the equitable proportion of annual charges for the years 1937 and 1988 for 
interest, maintenance and depreciation on its storage reservoirs and other 
headwater improvements located on tributaries of the San Joaquin River in 
California and of benefit to the San Joaquin Light and Power Corporation, 
upon which application no hearings have been requested ; and 

Upon the record before the Commission, including the several records of 
hearings held on the March 5, 1929 application for a determination of the 
equitable proportion of annual charges and exhibits submitted in connection 
therewith, and in consideration of the findings and Opinion of the Commission 
entered January 23, 1939,.1 FP. P. C. 567, and exhibits A, B, C and D, prepared in 
accordance with said Commission opinion and submitted with the present 
application, the Commission determines: 

That the respective proportions of annual charges to be paid by the San 
Joaquin Light and Power Corporation or its ‘successor to Southern California 
Edison Company, Ltd., for interest, maintenance and depreciation on the several 
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storage reservoirs and other headwater improvements of the Southern Califor- 
nia Edison Company, Ltd., for benefits directly received for the years 1937 
and 1938 are as follows: 


Huntington Lake 

Florence Lak She Wietonsdwacws 

igs anno lareauemacantune 

Water Rights 

Upper Florence Tunnel and Intake___. 

Lower Florence Tunnel.-__-_.-.......-- salnainaasdins 
Mono Bear Diversion Works and Conduit-._.- 
Upper Shaver Conduit 

Lower Shaver Conduit 


Order to show cause 
Southern Kraft Corporation 
(Docket No. IT-5600) 
March 12, 1940 


It appearing to the Commission that: 

(a) Southern Kraft Corporation, a Delaware corporation having its principal 
office and place of business in Mobile, Alabama, owns, operates, and maintains 
a hydroelectric project for the purpose of developing electric power across, along, 
and in the Susquehanna River near York Haven, York County, Pennsylvania ; 

(b) The Susquehanna River is a navigable stream of the United States in 
the States of New York, Pennsylvania, and Maryland, having such width, depth, 
channel, banks, and flow that it is capable of, has been, and is now used as a 
highway of interstate and foreign commerce; ° 

(c) The aforesaid project is so operated and maintained that it affects the 
interests of interstate and foreign commerce in the navigation and navigable 
capacity of the aforesaid Susquehanna River; 

(d) The aforesaid project was not constructed, and is not operated or main- 
tained, under and in accordance with the terms of a permit or valid existing 
right-of-way granted prior to June 10, 1920 (within the meaning of those terms 
as used in section 23 (b) of the Federal Power Act), nor of a license granted 
pursuant to the Federal Power Act; 

(e) The construction, operation, and maintenance of the aforesaid project 
was and is in violation of the terms of the Federal Power Act for the reasons 
herein stated ; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Act in the public interest, 
proper action should be taken to determine the issues presented herein ; 

Wherefore, the Commission on its own motion orders: 

That the aforesaid Southern Kraft Corporation shall, under oath and on or 
before April 22, 1940, show cause why: 

(i) It should not forthwith apply for, and secure from the Commission, appro- 
priate authorization for the operation and maintenance of the aforesaid project 
in accordance with the pertinent provisions of the Federal Power Act and the 
rules of practice and regulations of the Commission thereunder; or 
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(ii) It should not forthwith be required to cease and desist from the opera- 
tion and maintenance of the aforesaid project without Federal authority ; or 

(iii) The Commission should not forthwith request the Attorney General to 
institute appropriate proceedings against Southern Kraft Corporation, or enter 
such other and further order or orders as it may find appropriate, expedient, 
and in the public interest, to conserve and protect the interests of the United 
States in the premises. 


Order to show cause 
Metropolitan Edison Company 
(Docket No, IT-5601) 
March 12, 1940 


It appearing to the Commission that: 

(a) Metropolitan Edison Company, of Reading, Pennsylvania, a Delaware cor- 
poration, owns, operates, and maintains a hydroelectric project for the purpose 
of developing electric power across, along, and in the Susquehanna River near 
York Haven, York County, Pennsylvania ; 

(b) The Susquehanna River is a navigable stream of the United States in the 
States of New York, Pennsylvania, and Maryland, having such width, depth, 
channel, banks, and flow that it is capable of, has been, and is now used as a 
highway of interstate and foreign commerce; 

(c) The aforesaid project is so operated and maintained that it affects the 
interests of interstate and foreign commerce in the navigation and navigable 
capacity of the aforesaid Susquehanna River; 

(d) The aforesaid project was not constructed, and is not operated or main- 
tained, under and in accordance with the terms of a permit or valid existing 
right-of-way granted prior to June 10, 1920 (within the meaning of those terms 
as used in section 23 (b) of the Federal Power Act), nor of a license granted 
pursuant to the Federal Power Act; 

(e) The construction, operation, and maintenance of the aforesaid project was 
and is in violation of the terms of the Federal Power Act for the reasons herein 
stated; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Act in the public interest, 
proper action should be taken to determine the issues presented herein ; 

Wherefore, the Commission on its own motion orders: , 

That the aforesaid Metropolitan Edison Company shall, unJder oath and on or 
before April 22, 1940, show cause why: 

(i) It should not forthwith apply for, and secure from the Commission, appro- 
priate authorization for the operation and maintenance of the aforesaid project 
in accordance with the pertinent provisions of the Federal Power Act and the 
rules of practice and regulations of the Commission thereunder ; or 

(ii) It should not forthwith be required to cease and desist from the operation 
and maintenance of the aforesaid project without Federal authority; or 

(iii) The Commission should not forthwith request the Attorney General to 
institute appropriate proceedings against Metropolitan Edison Company, or enter 
such other and further order or orders as it may find appropriate, expedient, and 
in the public interest, to conserve and protect the interests of the United States 
in the premises. 
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Order instituting investigation 
The Peoples Natural Gas Company 
(Docket No. G—159) 

March 12, 1940 


It appearing to the Commission that: 

(a) The Peoples Natural Gas Company is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale and may be a natural-gas company within the meaning of the 
Natural Gas Act; ; 

(6) The Peoples Natural Gas Company, on December 5, 1939, entered into a 
contract or agreement with the New York State Natural Gas Corporation, such 
contract or agreement providing for the sale of natural gas by The Peoples 
Natural Gas Company to the New York State Natural Gas Corporation for resale 
by the New York State Natural Gas Corporation in the State of New York; 
said contract or agreement has not been filed with the Federal Power Commission 
by the said The Peoples Natural Gas Company, but has been introduced in 
evidence in proceedings now pending before the Commission involving the rates 
and charges of the New York State Natural Gas Corporation ; 

(c) The price for natural gas set forth in the agreement or contract between 
The Peoples Natural.Gas Company and the New York State Natural Gas Corpo- 
ration will have a substantial bearing upon the determination of the reasonable- 
ness of the rates and charges involved in the proceedings now pending before this 
Commission with regard to the New York State Natural Gas Corporation, to wit, 
Public Service Commission of the State of New York, complainant, v. New York 
State Natural Gas Corporation, docket No. G—114, and Jn the matter of New 
York State Natural Gas Corporation, docket No. G—125; 

(d). It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Federal Power Commission, on its own motion, (1) to determine whether 
The Peoples Natural Gas Company is a natural-gas company within the meaning 
of the Natural Gas Act; and (2) into and concerning all rates, charges, or classifi- 
cations demanded, observed, charged, or collected by The Peoples Natural Gas 
Company in connection with any transportation’ or sale of natural gas subject to 
the jurisdiction of the Commission and any rules, regulations, practices, or con- 
tracts affecting such rates, charges, or classifications ; 

The Commission, on its own motion, orders: 

That an investigation of The Peoples Natural Gas Company be and it is hereby 
instituted for the purpose of enabling the Commission: 

(1) To determine with respect to The Peoples Natural Gas Company whether 
(a) it is a natural-gas company within the meaning of the Natural Gas Act and 
whether (0b) in connection with any transportation or sale of natural gas subject 
to the jurisdiction of this Commission, any rates, charges, or classifications 
demanded, observed, charged, or collected or any rules, regulations, practices, 
or contracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory or preferential; and 

(2) If the Commission, after hearing has been had, shall find that The Peoples 
Natural Gas Company is a natural-gas company within the meaning of the 
Natural Gas Act and that any of the rates, charges, classifications, rules, regula- 
tions, practices or contracts subject to the jurisdiction of this Commission are 
unjust, unreasonable, unduly discriminatory or preferential to determine and fix 
by appropriate order or orders just and reasonable rates, charges, classifications, 
rules, regulations, practices or contracts to be thereafter observed and in force. 


















































APPENDIX—ORDERS 
Order granting privilege of filing brief as amicus curiae 


Columbian Fuel Corporation 
(Docket No. G-—143) 


March 12, 1940 





It appearing to the Commission that: 
(a) On March 9, 1940, the Mid-Continent Oil & Gas Association of Tulsa, 
Oklahoma, filed an informal application with the Commission for leave to file 
a brief as amicus curiae in this proceeding ; 

(b) Said Mid-Continent Oil & Gas Association is an oil and gas trade associa- 
tion claiming a membership that is doing business in the principal oil and. gas 
producng States of the United States; 

(c) That it would not be inconsistent with the public interest to permit the 
said association to file a brief as amicus curiae herein ; 

The Commission orders: 

(A) That the Mid-Continent Oil & Gas Association of Tulsa, Oklahoma, be 
and it is hereby granted leave to file a brief as amicus curiae before the 
Commission in this proceeding, provided such brief is filed within fifteen days 
from and after the date of this order; 

(B) That the granting of permission to said Mid-Continent Oil & Gas Asso- 
ciation to file a brief as amicus curiae herein shall not be construed as 
recognition by the Commission that said association might be aggrieved by any 
order the Commission may issue in this proceeding. 


Order dismissing application 
General Gas Pipe Line Corporation 
(Docket No. G—123) 


March 15, 1940 





It appearing to the Commission that: 
(a) On January 21, 1939, the General Gas Pipe Line Corporation, hereinafter 
sometimes referred to as the applicant, filed its application pursuant to section 
7 (ce) of the Natural Gas Act for a certificate of public convenience and necessity 
authorizing the construction of a 20’’ natural-gas pipe line and related gathering 
lines from a point in Larue County, Kentucky, to a point in Hamilton County, 
Indiana ; 

(b) During the course of a public hearing on the application, on April 17, 
1939, counsel for the applicant, setting forth as grounds the then inability 
of the applicant to present evidence on matters relevant and material to said 
application, moved to dismiss the said application without prejudice, which 
motion the Commission granted by its order of April 18, 1939; 

(c) The applicant, on July 21, 1939, filed a motion requesting reinstatement 
of its application of January 21, 1939, and a petition for leave to amend its 
original application with regard to the points along said proposed pipe line, 
and to the rates, at which it proposed to sell natural gas, which motion and 
petition the Commission granted by its order of July 25, 1939, setting the 
application as reinstated and amended for a public hearing commencing Sep- 
tember 7, 1939; 
324886—43— Vol. 248 
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(d) On July 26, 1939, public notice of said hearing was served on the fol- 
lowing: the public service commissions and the governors of the States of 
Kentucky and Indiana; General Gas Pipe Line Corporation; the Kentucky 
Natural Gas Corporation; Citizens Gas and Coke Utility of Indianapolis, 
Indiana ; Coal Trade Association of Indiana; National Coal Association; Harlan 
County Coal Operators Association, et al.; Association of American Railroads; 
The Baltimore and Ohio Railroad, et al.; the Illinois-Indiana Coal and Coke 
Committee; the National Bituminous Coal Division of the Department of 

’ Interior ; 

(e) On September 5, 1939, the Commission, by appropriate order, permitted the 
Kentucky Natural Gas Corporation to intervene in this proceeding; on the same 
date the Commission by appropriate orders denied petitions to intervene in these 
proceedings filed by the Coal Trade Association of Indiana, the National Coal 
Association, the Harlan County Coal Operators Association, et al., the Association 
of American Railroads, the Baltimore and Ohio Railroad, et al., the Illinois- 
Indiana Coal and Coke Committee, and the National Bituminous Coal Division of 
the Department of the Interior, but granted to each of the aforementioned peti- 
tioners the right to participate in the public hearings to be held in this matter to 
the extent of introducing relevant and material evidence, making oral argument 
and filing briefs; 

(f) In response to communications from the Commission, dated February 1, 
1939, February 20, 1989, March 25, 1939, July 26, 1939, and August 19, 1939, the 
applicant has submitted certain additional and supplemental information with 
regard to the proposed facilities, and the original and amended application ; 

(g) Public hearing on this application as amended began September 7, 1939, and 
concluded on September 13, 1989, and all interested persons who desired to be 
heard were given an opportunity to appear and be heard and at the conclusion of 
said hearing the applicant, the intervener, the limited participants, and Commis- 
sion counsel were given the opportunity to file main and reply briefs and did file 
main briefs herein; 

The Commission, having considered the application filed herein as amended, the 
supplemental and additional information with regard thereto furnished by the 
applicant, the petition to intervene filed by the Kentucky Natural Gas Corporation, 
the record made by all parties at the public hearing held hereon, the exhibits 
introduced and made a part of said record at said public hearing, the briefs filed 
by all parties and having due regard for the provisions and mandates of the 
Natural Gas Act, finds: 

(1) That applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Indiana, is authorized to transact business in the State 
of Kentucky, and by its charter is authorized to engage in the purchase, trans- 
portation, and sale of natural gas; 

(2) That applicant proposes to construct a 20’’ natural-gas pipe line and related 
gathering lines from a point in Hart County, Kentucky, northwardly across the 
Ohio River to and into the State of Indiana, terminating at a point in Hancock 
County, Indiana, a distance of approximately 180 miles; applicant proposes to 
transport natural gas produced in the State of Kentucky to and into the State of 
Indiana and to sell said natural gas in the latter state from said pipe line to public 
utilities for resale for ultimate public consumption for domestic, commercial, in- 
dustrial, and any other purposes, and to industrial consumers; in the use and 
operation of the facilities herein described applicant would engage in the trans- 
portation of natural gas in interstate commerce and the sale in interstate com- 
merce of natural gas for resale and hence be a natural-gas company as defined in 
the Natural Gas Act; 





APPENDIX—ORDERS 707 


(3) That the Michigan Gas Transmission Corporation owns and operates a 
natural-gas pipe line, extending from a point of connection with the interstate 
natural-gas pipe line of the Panhandle Eastern Pipe Line Company on the Illinois- 
Indiana state line, across and through the State of Indiana to Detroit, Michigan, 
through which pipe line it transports natural gas and from which pipe line it sells 
natural gas for resale for domestic, commercial, and industrial purposes; said 
natural-gas pipe line of the Michigan Gas Transmission Company passes within 
ten miles of the city of Indianapolis, Marion County, Indiana, to which community 
the applicant proposes to make available natural-gas service from its proposed pipe 
line ; 

(4) That the Public Service Company of Indiana presently transports mixed 
gas to and sells mixed gas in certain cities and towns located in south central and 
central Indiana ; this mixed gas is a mixture of straight natural gas and artificial 
gas and is purchased at or near. Mortonsville, Indiana, from the Universal Gas 
Company, a wholly owned subsidiary of the Kentucky Natural Gas Corporation, 
the intervener herein; Universal Gas Company purchases this mixed gas from 
indiana Gas and Chemical Corporation at Terre Haute, Indiana; the straight 
natural gas contained in this mixed gas is sold to Indiana Gas and Chemical Cor- 
poration by the Kentucky Natural Gas Corporation which transports said natural 
gas either from gas fields located in Kentucky to Terre Haute, Indiana, or pur- 
chases same from the interstate pipe line of the Panhandle Eastern Pipe Line Cor- 
poration at a point in Parke County, Indiana, and thence transports it to Terre 
Haute, Indiana (Universal Gas Company also purchases straight natural gas at 
Terre Haute, Indiana, from the Kentucky Natural Gas Corporation and trans- 
ports said natural gas to the Illinois-Indiana state line where it sells same to the 
Central Illinois Public Service Company for resale by the latter company in Illi- 
nois ; the said straight natural gas so transported and sold by Universal Gas Com- 
pany is transported to Terre Haute, Indiana, by the Kentucky Natural Gas 
Corporation in the manner described above) ; 

(5) That at the time hearings in these proceedings were held, negotiations 
had been substantially consummated between Universal Gas Company, Kentucky 
Natural Gas Corporation, and the Public Service Company of Indiana, whereby 
the latter company was to arrange to provide straight natural-gas service to the 
cities and towns in south central and central Indiana served by the Public 
Service Company of Indiana; these negotiations contemplated the purchase of 
such straight natural gas by Public Service Company of Indiana from Universal 
Gas Company, said straight natural gas to be sold to Universal Gas Company by 
the Kentucky Natural Gas Corporation from its natural gas sources in Kentucky 
and its purchases from the Panhandle Eastern Pipe Line Company described 
above ; 

(6) That the facilities which applicant proposes to construct will pass within 
a few miles of the cities and towns in south central and central Indiana served 
by the Public Service Company of Indiana and also within a few miles of the 
facilities of the Public Service Company of Indiana and the Universal Gas 
Company ; 

(7) That applicant proposes to construct facilities for the transportation of 
natural gas to a market in which natural gas is already being served by another 
natural-gas company ; said application and said proposed construction are there- 
fore subject to the jurisdiction of the Commission under section 7 (c) of the 
Natural Gas Act; 

(8) That applicant proposes to furnish natural-gas service directly to com- 
mercial and industrial consumers and to public utilities for resale to domestic, 
commercial and industrial consumers along the route of its proposed facilities ; 
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applicant has submitted no firm contracts for the sale of natural gas by it although 
applicant has estimated that it will sell a maximum of 40,000,000 cubic feet of 
natural gas a day in the territory it proposes to serve; applicant expects potential 
customers to build tap lines or branch lines to applicant’s proposed main pipe line 
for the purpose of transporting natural gas purchased from the applicant to the 
premises of the said customers but the applicant has not submitted any evidence, 
oral or written, that potential consumers will so construct said tap or branch 
lines; the only evidence submitted by applicant to support its contention that 
it has a reasonably assured market for the sale of natural gas consists of letters 
received by applicant from various potential industrial customers along the route 
of the proposed facilities; said letters do not specifically state any intention 
upon the part of any potential customer to purchase natural gas from the appli- 
cant but for the most part merely indicate that the writers of said letters would 
be willing in the future to discuss with applicant the purchase of natural gas 
from the applicant; the evidence submitted by applicant in support of its con- 
tention that it has a reasonably assured market in which it can sell natural gas 
is not sufficient at the present time to enable the Commission to conclude that 
such a reasonably assured market is available to the applicant; 

(9) That applicant has estimated the total cost of constructing its proposed 
facilities, including the 20-inch main pipe line, the gathering lines, compressor 
stations and other miscellaneous costs at $4,338,655.20; said estimate does not 
appear to be unreasonable and is ample to cover the cost of its proposed 
construction ; 

(10) That applicant does not have available necessary funds for the con- 
struction, maintenance and operation of the proposed facilities, it being con- 
templated by applicant that the entire construction cost of the project will be 
financed through the issuance of bonds to the public; no firm commitment pro- 
viding for the furnishing of the necessary financial resources with which to 
construct the proposed project has been submitted by the applicant; negotiations 
looking toward the securing of necessary finances with which to construct the 
proposed pipe line are in the most tentative stage: the record in this proceeding 
does not at the present time contain sufficient evidence from which the Commission 
can reasonably conclude that the applicant possesses the necessary financial 
resources with which to construct the proposed pipe line; 

(11) That since applicant has not made sufficient showing with regard to the 
source of finances available to it for the construction of the proposed pipe line, 
the fixed charges to be incurred by the applicant in connection with such financing, 
or the terms upon which such finances would be made available, the record in this 
proceeding at this time does not contain sufficient evidence from which a con- 
clusion may be drawn that the proposed operating expenses and revenues of the 
applicant are reasonable or that applicant can render and maintain adequate 
service of natural gas in the market which it proposes to serve at rates lower than 
those prevailing in said territory; 

(12) That in view of the failure of the applicant to adduce sufficient evidence 
upon the matters of the existence of a reasonably assured market and reasonably 
assured financial resources (as set forth above) no finding is presently made with 
regard to the adequacy of the natural gas supply available to the applicant; the 
evidence submitted by the applicant herein, at this time, on this matter, is, 
however, of a most inconclusive and speculative nature ; 

Wherefore, the Commission further finds: 

That upon the evidence and testimony submitted herein the record is lacking 
in substantial affirmative proof upon which the Commission may conclude that 
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the present or future public convenience and necessity requires or will require 
the construction of the facilities proposed by the applicant; 

And the Commission orders: “ 

That the application of the General Gas Pipe Line Corporation, as amended, be 
and the same is hereby dismissed without prejudice. 


Order denying application for permission to delay complying with order No. 69 
Natural Gas Pipeline Company of America and Texoma Natural Gas Company 
(Docket No. G-158) 

March 19, 1940 


It appearing to the Commission that: 

(a) On November 8, 1989, this Commission adopted Order No. 69 prescribing a 
system of accounts for natural-gas companies under the Natural Gas Act; 

(b) Natural Gas Pipeline Company of America and Texoma Natural Gas Com- 
pany, by application filed with the Commission February 17, 1940, have requested 
an order granting them permission to delay complying with said order until 
certain issues of fact and law shall have been determined which are set out in 
said application as pending and undetermined in docket Nos. G—109 and G~112; 

(c) Docket No. G-109 is a proceeding on the complaint of the Illinois Commerce 
Commission that the rates and charges of Natural Gas Pipeline Company of 
America are unjust and unreasonable, and docket No. G—112 is an investigation 
into the rates, charges, classifications, rules, regulations, practices and contracts 
of Natural Gas Pipeline Company of America and Texoma Natural Gas Company 
initiated by the Commission on its own motion, and both proceedings have been 
consolidated for purposes of hearing; 

(d) The determination of the issues of fact and law set out in the application 
herein as pending and undetermined in decket Nos. G-109 and G—112 is not neces- 
sary in order for applicants to comply with Order No. 69 and no good cause exists 
for granting said application. 

The Commission orders: 

That the said application be and the same hereby is denied. 


Order authorizing issuance of license (major) 
Swanson Mining Corporation 
(Project No. 1533) 

March 19, 1940 


Upon application filed December 20, 1938, by Swanson Mining Corporation of 
Salyer, California, for license for a constructed major project located on Maddon 
(Campbell) Creek, a tributary of South Fork Trinity River, in Humboldt County, 
California, affecting lands of the United States within the Trinity National 
Forest ; and 

It appearing to the Commission that: 

(a) The project, which consists of a low concrete diversion dam, a conduit sys- 
tem of earth ditch, a timber flume, and welded steel pipe aggregating 9,065 feet in 
length, a welded steel penstock 5,400 feet long, 4 branch pipe lines aggregating 
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7,242 feet in length, a powerhouse, and 1.07 miles of transmission line, occupies 
31.559 acres, of which 17.979 acres are lands of the United States within the 
Trinity National Forest ; 

(6) The Assistant Secretary of Commerce has reported that there is no need for 
fish protection at the project site; 

(c) The Acting Secretary of the Interior has reported favorably on the applica- 
tion ; 

(d) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary for the Secretary of Agriculture, who has supervision over the Trinity 
National Forest, has reported favorably on the application ; 

The Commission, having considered the application and the_record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the State 
of Delaware and has submitted satisfactory evidence of compliance with all 
applicable State laws insofar as necessary to effect the purposes of a license for 
the project; 

(2) That no other application for a similar project or in conflict with the 
present application is before the Commission ; 

(3) That notice of the application has been duly published and no protests.’ 
or objections thereto have been received ; 

(4) That the project does not affect any Government dam or navigable water 
of the United States, and, under the circumstances, is best adapted to a com- 
prehensive plan for the improvement and utilization of water power develop- 
ment and for other heneficial public uses, including recreational purposes ; 

(5) That the issuance of a license as hereinafter provided will not inter- 
fere or be inconsistent with the purposes for which the Trinity National Forest 
was created or acquired, nor with any reservation or withdrawal of public 
lands of the United States, nor will it affect the development of any water 
power resources for public purposes which should be undertaken by the United 
States itself ; 

(6) That the installed capacity of the project is about 1,920 horsepower and the 
energy generated thereby is used for pumping and lighting in conneetion with 
applicant’s mining operations ; 

(7) That the amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the cost of administration of Part 
I of the Federal Power Act, and for recompensing it for the use, occupancy, 
and enjoyment of its lands, including the transmission line right-of-way, is 
reasonable as hereinafter fixed and specified ; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(9) That the maps, plans, and specifications filed as part of the application 
and designated as exhibits J and K (FPC No. 1533-3), L (FPC No. 1533-2), and 
M, respectively, conform to the Commission’s rules and regulations; and 

The Commission orders: 

(A) That subject to the provisions of the Act and the rules and regulations 
thereunder a license be issued to the applicant for the operation and maintenance: 
of the project on the aforesaid lands of the United States for a period of 25 
years, unless the Forest Service special use permit for mining purposes, in which 
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connection the power is to be used, be sooner revoked, in which event the license 
shall terminate concurrently ; 

(B) That the license shall contain“the usual conditions and provisions for 
licenses for such projects on such Jands; 

(C) That the license shall provide that, after the first 20 years of operation 
of the project, 6 percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings in accordance 
with the provisions of section 10 (d) of the Act, for the establishment and 
maintenance of amortization reserves to be held until the termination of the 
license, or in the discretion of the Commission, te be applied from time to time 
in reduction of the net investment in the project, and one-half of all surplus 
earnings in excess of 6 percent per annum received in any calendar year shall 
be paid into and held in such amortization reserves ; 

(D) That subject to the provisions of section 10 (e) of the Act, the annual 
charges under the license shall be: 

(i) For the purpose of reimbursing the United States for the cost of administra- 
tion of Part I of the Act, 1 cent per horsepower on 1,920 horsepower installed 
capacity, plus 24% cents per 1,000 kilowatt-hours of energy generated by the 
project during the preceding fiscal year ended June 30; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, including the transmission line right-of-way, 
$30.00 ; 

(E) That the maps, plans, and specifications specified in finding (9) above 
be and they are hereby approved as part of the license. 


Order dismissing application for want of jurisdiction 


The Nevada-California Electric Corporation 


(Docket No. I'T-5602) 


March 26, 1940 


.Upon the application filed March 19, 1940, by The Nevada-California Hlectric 
Corporation, hereinafter referred to as the applicant, for an order authorizing 
the sale of certain electric facilities pursuant to section 208 of the Federal Power 
Act, or for a determination that this Commission has no jurisdiction in the 
premises ; 

It appearing that: 

The applicant proposes to sell to the city of Los Angeles certain electric facili- 
ties located in the unincorporated town of Big Pine and the incorporated city of 
Bishop, both in Inyo County, California ; 

The Commission having considered said application and the information con- 
tained therein and therewith, finds: 

That the electric facilities proposed to be sold consist solely of local distribu- 
tion facilities, the sale of which is not subject to the jurisdiction of this Commis- 
sion within the meaning of section 208 of the Federal Power Act; and 

The Commission orders: 


That the said application of The Nevada-California Electric Corporation be 
and it hereby is dismissed. 
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Order determining actual legitimate original project cost and prescribing 
accounting therefor 


Town of Petersburg, Alaska 
(Project No. 201) - 
March 26, 1940 


The Commission, having under consideration the matter of determination of 
the actual legitimate original cost as of July 31, 1925, of the hydroelectric project 
designated on its records as project No, 201, town of Petersburg, Alaska, licensee; 
and _ 

It appears to the Commission, and it hereby determines, after consideration of 
the formal acceptance executed by the licensee under date of March 4, 1940, that 
the actual legitimate original cost of project No. 201 as of July 31, 1925, is as 
shown in the following tabular statement: 


Statement of actual legitimate original cost as of July 31, 1925, of Project No. 
201—Alaska 


INTANGIBLE PLANT 
Account 
No. Account title 
303 Miscellaneous intangible plant 


PRODUCTION PLANT 


Structures and improvements 
Reservoirs, dams, and waterways 
Water wheels, turbines, and generators 
Accessory electric equipment 


TRANSMISSION PLANT 


Clearing land and rights-ef-way 
Structures and improvements 
Station equipment 

Poles and fixtures 


116, 202. 06 


The Commission orders: 

(A) That the licensee, town of Petersburg, Alaska, establish and maintain con- 
trol accounts with reference to said project showing the total debit balance in its 
fixed capital accounts beginning with the entry of $116,292.06 as the actual legiti- 
mate original cost of said project as of July 31, 1925; 

(B) That the licensee establish and maintain subsidiary ledger sheets or ac- 
counts showing and substantiating all entries in such control accounts, and classi- 
fying the total for fixed capital in appropriate detail in accordance with Com- 
mission’s Uniform System of Accounts, effective January 1, 1987, pursuant to 
authority granted by the Federal Power Act; 

(C) That within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 
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Order granting partial exemption from payment of annual charges 
City of Pasadena, California 
(Project No. 1250) 
March 26, 1940 


Upon application filed January 29, 1940, by the city of Pasadena, California, 
licensee for project No. 1250, for exemption from payment of annual charges for 
the year ended December 31, 1939, pursuant to the terms of section 10 (e) of the 
Federal Power Act and the regulations of the Commission thereunder, on the 
ground, among others, that the power developed by the project was used for 
municipal purposes; and 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the meaning of section 10 (e) of 
the Federal Power Act; 

(2) That the licensee has submitted satisfactory evidence that 95.0273% of the 
power generated by the licensed project during the year ended December 31, 1939, 
was used for municipal purposes; and 

The Commission orders: 

That the licensee be and it is hereby exempted from liability under the license 
for project No. 1250 for payment of 95.0273% of anual charges for the year ended 
December 31, 1939, or $123.45, leaving a balance of $6.46 now due, payment of 
which. shall be made within 30 days from the date of receipt by the licensee of a 
copy of this order, 


Order granting partial ecemption from payment of annual charges and waiving 
penalties 


Red Bluff Water Power Control District 
(Project No. 1280) 
April 2, 1940 


Upon application filed March 4, 1940, by Red Bluff Water Power Control 
District, licensee for project No. 1280, for exemption from payment of annual 
charges for the year ended December 31, 1939, pursuant to the terms of section 
10 (e) of the Federal Power Act and the regulations of the Commission there- 
under on the ground, among others, that its project was operated without 
profit; and 

It appearing to the Commission that: 

Applicant failed to file application for exemption within the time prescribed 
in the rules of practice and regulations of the Commission because of change 
in management of the project ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the licensee is a municipality within the meaning of section 10 (e) 
of the Federal Power Act; 

(2) That the licensee has submitted satisfactory evidence that its project 
was operated without profit during the calendar year 1939, but the record 
shows that 85.775 percent of the power generated by the project during that 
period was sold to a corporation for resale at a profit; 
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(3) That under the circumstances, it is consistent with the public interest 
to waive any penalties arising out of delay in filing the application; and 

The Commission orders: 

(A) That the licensee be and it is hereby exempted from liability under the 
license for project No. 1280 for payment of 14.225 percent of annual charges 
for the year ended December 31, 1939, or $12.39, leaving a balance of $74.73 
now due, payment of which shall be made within 30 days from the date of 
receipt by the licensee of a copy of this order ; 

(B) That payment of penalties be and it is hereby waived. 


Order terminating authorization to export electric energy 


The Tigre Mining Co., S. A. 
(Docket No. IT-5471) 
April 2, 1940 


It appearing to the Commission that: 

(a) Upon an application filed July 7, 1937, and amendments thereto, by The 
Tigre Mining Co., S. A., an order authorizing the exportation of electric energy 
from the United States to the Republic of Mexico was issued by this Commission 
on October 6, 1937; 

(b) Thereafter, upon application filed November 1, 1937, by The Tigre Mining 
Co., 8S. A., and the Arizona Edison Co., Inc., the said authorization was amended 
by order of this Commission of November 2, 1937; 

(c) The Tigre Mining Co., S. A., and the Arizona Edison Co., Inc., have ad- 
vised this Commission that no electric energy has been exported pursuant to the 
said authorization of this Commission since July 16, 1938; 

(d) Thereafter, on February 20, 1940, the Commission issued an order that 
The Tigre Mining Co., S. A., under oath, show cause, if any there be, on or be- 
fore March 20, 1940, why the authorization to export electric energy heretofore 
granted by this Commission should not be terminated ; 

(e) In a communication dated March 5, 1940, The Tigre Mining Co., S. A., in 
response to the said order to show cause, stated that it had ceased its operations 
in July, 1938, due to economic conditions in Mexico and to the low price of 
silver, and would not resume its business until either of the aforesaid conditions 
change for the better; 

The Commission finds: 

(1) That there is no apparent present necessity that The Tigre Mining Co., 
S. A., be authorized to export electric energy, and the date when such authoriza- 
tion may be required by said company is highly speculative and unpredictable; 

(2) That the public interest will best be served at this time by a termination 
of the said authorization to export electric energy; without prejudice, however, 
to a future application for reinstatement of the same, upon proper application by 
the said company to this Commission ; 

The Commission orders: 

That the authorization to export electric energy from the United States to 
the Republic of Mexico, as issued to The Tigre Mining Co., S. A., by order of 
this Commission of October 6, 1937, as amended by order of November 2, 1937, 
be and the same is hereby terminated; without prejudice, however, to reinstate- 
ment by this Commission upon a proper applicaton from the said company, and 
an appropriate showing of the necessity therefor. 
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Order permitting the State of West Virgina to intervene 


City of Cleveland, Complainant, v. Hope Natural Gas Company, Defendant; 
City of Akron, Complainant, v. Hope Natural Gas Company, Defendant; 
Hope Natural Gas Company; Pennsylvania Public Utility Commission, Com- 
plainant, v. Hope Natural Gas Company, Defendant 


(Docket Nos. G-100, G-101, G-113, and G—127) 
April 2, 1940 


It appearing to the Commission that: 

(a) Qn April 1, 1940, the State of West Virginia filed petitions with this 
Commission for leave to intervene herein; 

(b) The participation of the State of West Virginia in these proceedings 
may be in the public interest ; 

The Commission orders: 

That the State of West Virginia be and it is hereby permitted to become 
an intervener and party to these proceedings, subject to the rules and regula- 
tions of this Commission; provided, however, that the admission of the State 
of West Virginia as an intervener and party shall not be construed as recog- 
nition by the Commission that such party might be aggrieved by any order 
of the Commission issued in these proceedings. 


Order permitting the Public Service Commission of West Virginia to 
intervene 


City of Cleveland, Complainant, v. Hope Natural Gas Company, Defendant; 
City of Akron, Complainant, v. Hope Natural Gas Company, Defendant; 
Hope Natural Gas Company; Pennsylvania Public Utility Commission, Com- 
plainant, v. Hope Natural Gas Company, Defendant 


{Docket Nos. G—100, G—101, G-113, and G—127) 


April 2, 1940 


It appearing to the Commission that: 

(a) ‘On April 1, 1940, the Public Service Commission of West Virginia 
filed petitions with this Commission for leave to intervene herein; 

(b) The participation of the Public Serviee Commission of West Virginia 
in these proceedings may be in the public interest; 

The Commission orders: 

That the Public Service Commission of West Virginia be and it is hereby 
permitted to become an intervener and party to these proceedings, subject to 
the rules and regulations of this Commission; provided, however, that the 
admission of the Public Service Commission of West Virginia as an intervener 
and party shall not be construed as recognition by the Commission that such 
party might be aggrieved by any order of the Commission issued in these 
proceedings. 
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Order waiving penalties for nonpayment of annual administrative charges 


The Nevada-California Electric Corporation 
(Project Nos. 1388, 1889, 1890, and 1394) 
April 9, 1940 


Upon petition filed February 23, 1940, by The Nevada-California Blectrie 
Corporation, licensee, for adjustment of the annual administrative charges 
for project Nos. 1388, 1389, 1390, and 1394 for the period from December 1, 
1936, through December 31, 1939, and, pending that determination, for waiver 
of the penalties prescribed in the Federal Power Act and the rules and regu- 
lations of the Commission for nonpayment of such charges; and 

It appearing to the Commission that: 

(a) The issuance of the aforesaid project licenses was authorized by Com- 
mission orders of November 25, 1936, which specified in each instance that the 
licenses should be effective from December 1, 1986; 

(b) Subsequently, but before issuance of the licenses so authorized, the Com- 
mission modified its aforesaid orders of November 25, 1936, to provide that 
annual charges for the use, occupancy, and enjoyment of the lands of the 
United States within the respective project areas should be paid from the 
dates of issuance of the particular licenses rather than from December 1, 1936, 
as the aforesaid orders of November 25, 1986, had specified ; 

(c) The license for project No. 1388 was issued August 25, 1989; the license 
for project No. 1389 was issued May 1, 1939; the license for project No. 1390 
was issued October 2, 19389; but the license for project No. 1394 has not yet 
been issued ; 

(d) Statements of administrative charges for project Nos. 1388, 1389, and 
1890 for the period from December 1, 1936, through December 31, 1939, were 
sent the licensee on January 23, 1940, but payments thereon have not yet been 
received ; 

(e) Although the license for project No. 1394 has not as yet been issued 
nor aby statement of annual charges sent therefor, a statement for project 
No. 595-607, the facilities of which are to be included within the license to be 
issued for project No. 1394 with credit for administrative charges paid from 
December 1, 1936, through the date of such issuance, pursuant to the Com- 
mission order of June 20, 1939, was sent the licensee, The Nevada-California 
Electric Corporation, on December 29, 1939, and payment received thereon 
February 19, 1940; 7 

(f) The petition for adjustment of the aforesaid annual administrative 
charges will require some time for adequate study before action thereon; 

The Commission, upon consideration of the petition and the project records 
pertaining thereto, finds: 

That under the circumstances, it will be appropriate and consistent with 
the public interest to waive the aforesaid penalties for project Nos. 1388, 
1389, 1890, and 595-607; and 

The Commission orders: 

That the aforesaid penalties for nonpayment of annual administrative charges 
for project Nos. 1388, 1389, 1390, and 595-607 for the period from December 
1, 1986, through December 81, 1939, be and they hereby are waived. 
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Order authorizing closing books on fiscal year basis 


Consolidated Gas Utilities Corporation 


(Docket No. G—164) 
April 16, 1940 


Upon application of the Consolidated Gas Utilities Corporation of Oklahoma 
City, Oklahoma, filed April 1, 1940, requesting authority to permit the said 
corporation to continue its praetice of closing its books at the end of its fiscal 
year, namely, October 31, and to file its reports with the Commission on that 
basis ; 

It appearing to the Commission that: 

Good cause has been shown for the granting of applicant’s said request; 

The Commission orders: 

That the Consolidated Gas Utilities Corporation of Oklahoma City, Oklahoma, 
be and it is hereby authorized to close its books at the end of its fiscal year, 
namely, on October 31 of each year, and to file its reports with the Commission 
on said fiscal year basis. 


Order fixing date of hearing and allowing intervention 
Frank M. Pierson*Natural Gas Corporation 
(Docket No. G—155) 

April 16, 1940 


It appearing to the Commission that: 

(a) On February 5, 1940, Frank M. Pierson Natural Gas Corporation filed 
with this Commission a petition praying that the Commission issue an order 
requiring Kentucky Natural Gas Corporation to establish a physical connection 
with facilities of Frank M. Pierson Natural Gas Corporation for the purpose 
of the sale of natural gas by Kentucky Natural Gas Corporation to Frank M. 
Pierson Natural Gas Corporation ; 

(b) The said Kentucky Natural Gas Corporation is a natural-gas company 
transporting and selling natural gas in interstate commerce and maintaining 
facilities for the same in and near the area proposed to be served by Frank M. 
Pierson Natural Gas Corporation; 

(c) By letter dated March 15, 1940, transmitted to this Commission, Ken- 
tucky Natural Gas Corporation has stated its unwillingness to make a physical 
connection as aforesaid unless this Commission shall affirmatively order it so to 
do, the said company having asserted that its unwillingness to make this con- 
nection was based upon a provision contained in a“ contract between it and 
Indiana Gas & Chemical Corporation alleged to have the effect of reserv- 
ing to the said corporation and Indiana Gas Utilities Company a certain terri- 
tory including the area proposed to be served by Frank M. Pierson Natural Gas 
Corporation ; 

(d) On March 16, 1940, Indiana Gas Utilities Company, one of the parties 
indicated as being affected by the aforesaid contract between Kentucky Natural 
Gas Corporation and the Indiana Gas & Chemical Corporation, filed a petition 
with this Commission for leave to intervene herein; 
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(e) It is in the public interest to hold a public hearing herein for the purpose 
of determining the issues. raised ; 

(f) The participation of Indiana Gas Utilities Company in this proceeding 
may be in the public interest; 

The Commission orders: 

(A) That a public hearing upon the issues herein shall be held commencing 
on May 20, 1940, at 10 o'clock a. m., in the hearing room of the Federal Power 
Commission located at 1757 K Street NW., in. the city of Washington, D. C., 
for the purpose of determining whether it is necessary or desirable in the public 
interest that Kentucky Natural Gas Corporation establish physical connection of 
its transportation facilities with the facilities of Frank M. Pierson Natural Gas 
Corporation and sell natural gas to said corporation ; ' 

(B) That Indiana Gas Utilities Company be and it is hereby permitted to 
become an intervener and party to this proceeding subject to the rules and 
regulations of this Commission; provided, however, that the admission of the 
said company as an intervener and party shall not be construed as recognition 
by the Commission that such party might be aggrieved by any order of the 
Commission issued in this proceeding. 


Order to show cause 
Aluminum Company of America 
(Docket No. IT-5603) 
April 16, 1940 


The Commission, having under consideration the failure of Aluminum Company 
of America, of Pittsburgh, Pennsylvania, to comply with electric plant accounts 
instruction 2—D of the Commission’s Uniform System of Accounts prescribed for 
Public Utilities and Licensees, and with the Commission's order adopted May 
11, 1937; 

It appearing to the Commission that: 

(a) Pursuant to the authority granted by the Federal Power Act, particularly 
sections 301 (a), 304 (a), 309, paragraph 13 of section 3, and section 4 (b) thereof, 
the Commission, by its Order No. 42, dated June 16, 1936, adopted a uniform sys- 
tem of accounts for public utilities and licensees subject to the provisions of the 
Federal Power Act, and by its Order No. 43, dated December 31, 1986, amended 
said uniform system of accounts; 

(6) Aluminum Company of America may own or operate facilities for the 
transmission of electric energy in interstate commerce or for the sale of electric 
energy at wholesale in interstate commerce and may, therefore, be a public 
utility within the meaning of the Federal Power Act subject to the provisions 
of this Commission’s Uniform System of Accounts; 

(c) By order adopted May 11, 1937, the Commission directed all public utili- 
ties and licensees subject to its jurisdiction to submit certain data, statements, 
and information pursuant to electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts, said data, statements, and informa- 
tion to be submitted on or before January 1, 1939; 

(d) Order No. 42 adopted June 16, 1936, prescribing the Commission’s Uni- 
form System of Accounts, Order No, 43 adopted December 31, 1936, amending 
the said uniform system of accounts, and the order of May 11, 1937, directing 
all public utilities and licensees to submit certain data, statements, and in- 
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formation pursuant to electric plant accounts instruction 2—D of. the said. uni- 
form system of accounts, were duly served upon Aluminum Company of 
America ; - 

(e) Aluminum Company of America has failed-to file the data, statements, 
and information required by electric plant accounts instruction 2—D of the 
Commission’s Uniform System of Accounts and by the Commission’s order 
adopted May 11, 19387; 

The Commission orders: 

(A) That Aluminum Company of America, under oath, show cause, if any 
there be, on or before May 20, 1940; 

(1) Why it has failed to comply with electric plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts and with the order of the 
Commission adopted May 11, 1937; 

(2) Why the Commission should not institute appropriate proceedings against 
it, its officers, or directors for failure to comply with the provisions of electric 
plant accounts instruction 2—D of the Commission’s Uniform System of Ac- 
counts and the Commission’s order dated May 11, 1987; 

(B) That nothing contained in this order shall be construed as a waiver or 
Stay of any of the requirements of any general orders of the Commission which 
may be applicable to the Aluminum Company of America. 


Order denying application for reduction of 1938 annual charges 
Kanawha Valley Power Company 
(Project No. 1290) 
April 16, 1940 


Upon application filed January 13, 1940, by the Kanawha Valley Power 
Company, licensee for project No. 1290, for reduction of annual charges for 
the year ended December 31, 1938, pursuant to the provisions of article 22 (a) 
of the license and of section 10 (e) of the Federal Power Act, by reason 
of the failure of the United States to raise the Winfield pool to elevation 566 
at the beginning of the calendar year 1938; 

It appearing to the Commission that: 

(1) Before license was issued, the licensee estimated ‘the project would 
generate annually approximately 95 percent of 103,000,000 kilowatt-hours or 
about 98,000,000 kilowatt-hours, which in part affected the amount of annual 
charges fixed by the Commission ; 

(2) Records submitted by the licensee to the Commission show that the proj- 
ect generated during the year 1988, 111,586,000 kilowatt-hours ; 

(3) The license contains no requirement for the raising of the water level 
in the Winfield pool to elevation 566 at the beginning of the calendar year 
1938 ; 

The Commission, having considered the application and the project record 
finds: 

That no valid basis exists for a claim by licensee for a reduction in the 
1938 annual charges; 

And the Commission orders: 

That the said application for reduction of the annual charges for the year 
ended December 51, 1938, be and it is hereby denied. 
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Order denying petition for intervention and granting privilege of filing brief 
as amicus curiae by Public Service Commission of Kentucky 


Columbian Fuel Corporation 
(Docket No. G-143) 
April 19, 1940 


It appearing to the Commission that: 

(a) On March 22, 1940, the Public Service Commission of Kentucky filed 
a petition for leave to intervene in this proceeding ; t 

(b) Hearings in this proceeding were concluded on January 11, 1940, and 
all briefs were filed by the Columbian Fuel Corporation and counsel for the 
Commission, the only parties of record, on or before March 11, 1940; 

(c) It is not necessary that this matter be reopened for further hearing, 
inasmuch as the petitioner herein, if permitted to do so, can properly set forth 
its position and argument by the filing of a brief as amicus curiae ; 

(d) Columbian Fuel Corporation, respondent herein, by letter of April 4, 
1940, in response to an inquiry of the Commission, advised that it would agree 
to an extension of the period of suspension of the proposed schedule of rates 
or charges provided in Columbian Fuel Corporation rate schedule FPC No. 1, 
as modified by supplements Nos. 1 and 2 thereto, for a further period of two 
months from and after March 31, 1940, so as to provide opportunity for the 
preparation and filing of such brief by said public service commission; 

(e) It is in the public interest to allow the Public Service Commission of 
Kentucky an opportunity to file a brief in this proceeding as amicus curiae; 

The Commission orders: “ 

(A) That the petition of the Public Service Commission of Kentucky for 
leave to intervene be and it is hereby denied; 

(B) That said Public Service Commission of Kentucky be and it is hereby 
granted leave to filed a brief as amicus curiae before the Commission in this 
proceeding, provided such brief is filed within twenty days after the date of 
this order ; 

(C) That Columbian Fuel Corporation and Commission counsel be and they 
are each hereby granted leave to file a reply to such brief of said public 
service commission, if they find it desirable so to do, provided such replies are 
filed within ten days after date of filing of such brief of said public service 
commission. 


Prescribing the filing of statements of areas of electric service to ultimate 
consumers 


Order No. 74 
April 19, 1940 


Pursuant to the provisions of the Federal Power Act authorizing and direct- 
ing it to conduct investigations regarding the generation, transmission, dis- 
tribution, and sale of electric energy, however produced, throughout the United 
States and its-possessions, whether or not otherwise subject to the jurisdiction 
of the Commission, including the generation, transmission, distribution, and sale 
of electric energy by any agency, authority, or instrumentality of the United 
States, or of any State or municipality or other political subdivision of a State; 
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and pursuant to the further provisions of said Act authorizing and directing it 
to secure and keep current information regarding the ownership, operation, 
management, and control of all facilities for such generation, transmission, 
distribution, and sale; and 

It appearing necessary and desirable in the public interest that information 
pertaining to the service of electric energy to ultimate consumers by private and 
public agencies be kept current; 

The Commission orders: 

That any person, corporation, joint-stock company, partnership, association, 
business trust, organized group of persons, whether incorporated or not, or a 
receiver or receivers, trustee or trustees of any of the foregoing, city, county, 
irrigation district, drainage district, or any other political subdivision or agency 
of a State competent under the laws thereof to carry on the business of develop- 
ing, transmitting, utilizing or distributing electric power, and any Federal agency 
engaged in the distribution and sale of electric energy to ultimate consumers 
shall furnish in duplicate to the Federal Power Commission as set forth in 
Form No. 166, which is hereby approved, information showing the area con- 
sidered by them to be their service area in which they actually serve or have 
legal authorization to furnish electric service as of May 1, 1940. 


Order authorizing and approving sale and merger of facilities 


Roberts County Power Company and Otter Tail Power Company 


(Docket No. IT-5599) 
April 19, 1940 


Upon the application filed March 11, 1940, by Roberts County Power Com- 
pany, having its post office address at New BEffington, South Dakota; and 

Upon the application supplemental thereto filed April 2, 1940, by Otter Tail 
Power Company, having its post office address at Fergus Falls, Minnesota ; 

Said applications seeking orders of this Commission pursuant to section 203 
of the Federal Power Act authorizing and approving the sale by Roberts County 
Power Company of its facilities subject to the jurisdiction of this Commission 
under the aforesaid Act to Otter Tail Power Company and the merger by the 
latter of its facilities subject to the jurisdiction of this Commission under said 
Act with the facilities proposed to be purchased by it from Roberts County 
Power Company ; 

The Commission, having considered the said applications and the informa- 
tion therein set forth and referred to, and information supplemental thereto, 
and it appearing therefrom that: 

(a) Roberts County Power Company proposes to sell all of its electric facili- 
ties including its facilities subject to the jurisdiction of this Commission under 
the aforesaid Act to Otter Tail Power Company and the latter proposes to pur- 
chase the same for the sum of $35,000 in cash, such sale not to include cash on 
hand and in banks, notes, and accounts receivable and warrants; 

(b) The facilities to be sold consist principally of approximately 27 miles of 
11,950-volt, three-phase transmission line extending from Hankinson, North 
Dakota, where Roberts County Power Company now receives delivery from Otter 
Tail Power Company of energy purchased to supply all of its requirements, to 
New Effington, Victor, Rosholt, Hammer, and Claire City, all in South Dakota, 
and approximately 18 miles of 6,900-volt lines, referred to in the application as 

324886—43—Vol. 2——49 
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rural distribution lines, with appurtenant facilities and distribution systems in 
the five communities last named; 

(c) Authorization of the said transaction by the Board of Railroad Commis- 
sioners of North Dakota is required, insofar as it involves facilities subject to the 
jurisdiction of that board, and such authorization has been given; 

(d@) Reasonable notice in writing of the aforesaid application of Roberts County 
Power Company has been duly given the Governor and State commission of each 
of the States of North Dakota and South Dakota within which'the facilities 
proposed to be sold are located ; 

(e) Reasonable notice in writing of the aforesaid application of Otter Tail 
Power Company has been duly given the Governor and State commission of each 
of the States of North Dakota, South Dakota and Minnesota Within which the 
facilities proposed to be merged are located ; 

(f) Notices of both of said applications have been published in the Federal 
Register and no protest or petition or request to be heard in opposition to the 
granting of said applications has been received ; 

The Commission finds: 

(1) That the said Roberts County Power Company is a corporation organized 
and existing under the laws of South Dakota and engaged in the business of 
transmitting and distributing electric energy for public consumption in the States 
of South Dakota and North Dakota; 

(2) That the said Otter Tail Power Company is a corporation organized and 
existing under the laws of Minnesota and is engaged principally in the business 
of generating, transmitting and distributing electric energy within the States of 
Minnesota and North Dakota and in transmitting to and distributing electric 
energy within the State of South Dakota ; 

(3) That the electric facilities owned and operated by Roberts County Power 
Company, all of which are proposed to be sold, include facilities for the trans- 
mission of electric energy from the State of North Dakota, which energy is con- 
sumed by persons other than a transmitter thereof at points in the State of 
South Dakota and such last mentioned facilities are “facilities subject to the 
jurisdiction of the Commission” within the meaning of that language as used in 
section 203 of the Federal Power Act; 

(4) That the proposed sale by Roberts County Power Company is subject to the 
requirements of section 208 of the said Act; 

(5) That by the proposed purchase the Otter Tail Power Company will merge or 
consolidate facilities owned by it and subject to the jurisdiction of the Commis- 
sion under the Federal Power Act with electric facilities of the Roberts County 
Power Company which are likewise subject to the jurisdiction of the Commission 
and such proposed merger is subject to the requirements of section 203 of the 
said Act; 

(6) That all of the outstanding securities of the Roberts County Power Com- 
pany are held by American Utilities Service Corporation ; 

(7) That the consummation of the proposed sale and merger as hereinafter 
authorized and approved will tend to promote the maintenance of adequate serv- 
ice and will advance the integration and coordination in the public interest of 
facilities subject to the jurisdiction of the Commission under the Federal Power 
Act; ‘ 

(8) That the consummation of the proposed sale and merger as hereinafter 
authorized and approved will be consistent with the public interest ; 

And the Commission orders: 

(A) That the sale and merger of facilities as proposed in the aforesaid appli- 
cations, subject to the terms and conditions thereof, be and the same hereby are 
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authorized and approved insofar as they involve facilities subject to the juris- 
diction of this Commission ; 

(B) That the foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, ac- 
counts, valuations, estimates or determinations of costs, or any other matter what- 
soever which may come before this Commission or such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(C) That this authorization shall expire unless acted upon within 60 days after 
the entry of this order; 

(D) That the applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order disallowing proposed increased rates 
United Gas Pipe Line Company 
(Docket No. G—144) 

April 20, 1940 


It appearing to the Commission that: 

(a) By order of November 20, 1939, the Commission, acting pursuant to section 
4 of the Natural Gas Act, entered upon a hearing concerning the lawfulness of the 
rates and charges contained in United Gas Pipe Line Company rate schedule 
FPC Nos. 9, 10, and 11, as modified by supplements Nos. 1, 2, and 7, and referred 
to in supplement No. 9 to each of said schedules, for the sale of natural gas to 
the Mississippi River Fuel Corporation for resale for ultimate public consumption, 
which rates and charges were proposed to be made effective as of November 21, 
1939 ; 

(vb) By said order of November 20, 1939, the Commission suspended the said 
proposed schedules of increased rates and charges insofar as they provided for 
the sale of natural gas for resale for ultimate public consumption for domestic or 
commercial use for a period of five months beyond November 21, 1989, to and 
including April 20, 1940, unless the Commission should otherwise order ; 

(c) Pursuant to said order of November 20, 1939, public hearings were held on 
January 22 and 24, 1940, at which hearing said United Gas Pipe Line Company, as 
respondent, appeared and produced such evidence as it deemed pertinent to the 
issues involved in this proceeding; and a brief has been filed by Commission 
counsel, the respondent electing not to file any brief in the matter; 

The Commission having considered the record herein and the brief of counsel 
for the Commission, finds: 

(1) That United Gas Pipe Line Company is engaged in the business of pur- 
chasing, transportation and selling natural gas produced in natural gas fields 
located in the States of Louisiana, Texas, and Mississippi; 

(2) That United Gas Pipe Line Company is engaged in the transportation of a 
part of the natural gas so purchased through main transmission natural-gas pipe 
lines owned and operated by said United Gas Pipe Line Company, extending from 
a point in the State of Louisiana, into and across a section of the States of Missis- 
sippi, Alabama, and Florida, to a terminal point at or near Pensacola, Florida; 

(3) That a portion of such natural gas so purchased and transported by United 
Gas Pipe Line Company is sold to the Mississippi River Fuel Corporation, delivery 
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being made at a point at or near Perryville, Louisiana, fof resale in the States of 
Arkansas, Missouri, and Illinois for ultimate public consumption for domestie, 
commercial, or industrial use; such portion, according to contracts between buyer 
and seller is to equal 40 pereent of the total requirements of said Mississippi 
River Fuel: Corporation ; 

(4) That such natural gas is sold to the Mississippi River Fuel Corporation 
pursuant to the terms and conditions, and at the rates and charges contained in 
said United Gas Pipe Line Company rate schedules FPC Nos. 9, 10, and 11, as 
modified by supplements Nos. 1, 2, 7, and 9 to each of said schedules, except insofar 
as the provisions of such modified rate schedules have been suspended by Com- 
mission order; 

(5) That natural gas so sold to Mississippi River Fuel Corporation flows in a 
continuous uninterrupted stream from the producing well-head to the burner tips 
of the ultimate consumers; 

(6) That United Gas Corporation controls 46.65 percent of the voting stock of 
the Mississippi River Fuel Corporation, and all of the securities of the United 
Gas Pipe Line Company ; 

(7) That Respondent has failed to adduce sufficient evidence to show the cost 
of the property of United Gas Pipe Line Company, used, useful, or necessary in 
connection with the operation of said company involved in the sale of such natural 
gas to said Mississippi River Fuel Corporation either at the presently existing or 
the proposed increased rates and charges; 

(8) That Respondent has failed to adduce sufficient evidence to show the re- 
quirements for depreciation of the property of United Gas Pipe Line Company, 
used, useful, or necessary in connection with the operation of said company 
involved in the sale of such natural gas to said Mississippi River Fuel Corporation 
at the presently existing or the proposed increased rates and charges; 

(9) That Respondent has failed to adduce sufficient evidence to show the 
operating costs of United Gas Pipe Line Company, in connection with the opera- 
tion of said company involved in the sale of such natural gas to said Mississippi 
River Fuel Corporation either at the presently existing or the proposed increased 
rates and charges ; 

(10) That respondent has failed to adduce sufficient evidence to show what 
would constitute a reasonable rate of return to United Gas Pipe Line Company, 
on the property of said company, used, useful, or necessary in its operations 
involved in the sale of such natural gas to the Mississippi River Fuel Corpora- 
tion ; 

(11) That United Gas Pipe Line Company does not contend or claim that it 
is not now earning a reasonable rate of return on the property of said com- 
pany, used, useful, or necessary in its operations in selling natural gas to the 
Mississippi River Fuel Corporation ; 

(12) That section 4 (e) of the Natural Gas Act provides that at any hearing 
involving a rate or charge sought to be increased, the burden of proof to show 
that the increased rate or charge is just and reasonable shall be upon the 
natural-gas company ; 

(13) That the only party of record in this proceeding is the United Gas Pipe 
Line Company, as respondent; however, the Manufacturers Trust Company and 
Towner Phelan as trustees under a mortgage and deed of trust from the Missis- 
sippi River Fuel Corporation, which trustees were denied the right to inter- 
vene in this proceeding were granted the privilege of limited participation; no 


other person having filed a petition for leave to intervene or protested in this 
matter. 
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Wherefore, the Commission further finds: 

(14) That United Gas Pipe Line Company is engaged in the sale in inter- 
state commerce of natural gas for resalé, and the transportation of natural gas 
in interstate commerce; 

(15) That the sale of natural gas by United Gas Pipe Line Company to the 
Mississippi River Fuel Corporation is a sale in interstate commerce for resale; 

(16) That United Gas Pipe Line Company is a natural-gas company within 
the meaning of the Natural Gas Act; 

(17) That United Gas Pipe Line Company has failed to sustain the burden 
of proof to show that the proposed increased rates and charges are just and 
reasonable. 

The Commission orders: 

(A) That the increased rates and charges for the sale of natural gas to the 
Mississippi River Fuel Corporation for resale for ultimate domestic or commer- 
cial consumption as contained in United Gas Pipe Line Company rate schedules 
FPC Nos. 9, 10, and 11, as modified by supplements Nos. 1, 2 and 7, and referred 
to in supplement No. 9 to each of said schedules, which were proposed to be 
made effective on November 21, 1939, shall not be or become effective; 

(B) That the rates and charges contained in said United Gas Pipe Line 
Company rate schedules FPC Nos. 9, 10, and 11, as modified by supplements 
Nos. 1, 2, and 7 to each of said schedules, and which were in effect on November 
20, 1939, for natural gas sold by the respondent herein to said Mississippi 
River Fuel Corporation for resale for ultimate domestic or commercial con- 
sumption shall remain and continue in full force and effect until changed in the 
manner prescribed by the Natural Gas Act. 


Order disallowing proposed increased rates 
Southern Carbon Company 
(Docket No. G—145) 
April 20, 1940 


It appearing to the Commission that: 

(a) By order of November 20, 1939, the Commission, acting pursuant to the 
provisions of section 4 of the Natural Gas Act, entered upon a hearing concern- 
ing the lawfulness of the rates and charges contained in Southern Carbon Com- 
pany rates schedule FPC No. 3, as modified by supplements Nos. 1, 2, 3, 4, and 5 
thereto, for the sale of natural gas to the Mississippi River Fuel Corporation for 
ultimate public consumption, which rates and charges were proposed to be made 
effective as of November 21, 1939; 

(b) By said order of November 20, 1989, the Commission suspended the pro- 
posed increased rates and charges insofar as they provided for the sale of natural 
gas for resale for ultimate public consumption for domestic or commercial use 
for a period of five months beyond November 21, 1989, to and including April 20, 
1940, unless the Commission should otherwise order ; 

(c) Pursuant to said order of November 20, 1939, public hearing was held on 
January 22, 24, and 25, 1940, at which hearing Southern Carbon Company, as 
respondent, appeared and produced such evidence as it deemed pertinent to the 
issues involved in this proceeding and briefs have been filed by said respondent 
and by Commission counsel ; 
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The Commission, having considered the record herein and the briefs of counsel 
for respondent and for the Commission, finds: 

(1) That Southern Carbon Company is engaged in the business of producing, 
purchasing, gathering, transporting and selling natural gas in natural gas fields 
located within the State of Louisiana ; 

(2) That a portion of such natural gas so produced or purchased, and gathered 
by said Southern Carbon Company is sold to the Mississippi River Fuel Corpora- 
tion, delivery being made at a point at or near Perryville, Louisiana, for resale 
in the States of Arkansas, Missouri, and Illinois for ultimate public consumption 
for domestic, commercial, or industrial use; such portion, according to a con- 
tract between seller and buyer, is to equal 21 percent of the total requirements 
of said Mississippi River Fuel Corporation ; 

(3) That such natural gas is sold to the Mississippi River Fuel Corporation 
pursuant to the terms and conditions, and at the rates or charges contained in 
said Southern Carbon Company rate schedule FPC No. 3, as modified by supple- 
ments Nos. 1 to 5, both inclusive, except insofar as the provisions of such modified 
rate schedule have been suspended by Commission order ; 

(4) That the natural gas so sold to Mississippi River Fuel Corporation flows 
in a continuous uninterrupted stream from the producing well-head to the burner 
tips of the ultimate consumers; 

(5) That Columbian Carbon Company controls, by stock ownership, 100 percent 
of the common stock of the Southern Carbon Company and 17.02 percent of the 
common stock of the Mississippi River Fuel Corporation ; 

(6) That respondent has failed to adduce sufficient evidence to show the cost 
of the property of Southern Carbon Company, used, useful, or necessary in 
connection with the operations of said company involved in the sale of such 
natural gas to said Mississippi River Fuel Corporation either at the presently 
existing or the proposed increased rates and charges; 

(7) That respondent has failed to adduce sufficient evidence to show the re- 
quirements for depreciation of the property of Southern Carbon Company, used, 
useful, or necessary in connection with the operation of said company involved 
in the sale of such natural gas to said Mississippi River Fuel Corporation at the 
presently existing or the proposed increased rates and charges ; 

(8) That respondent has failed to adduce sufficient evidence to show the 
operating costs of Southern Carbon Company in connection with the operations 
of said company involved in the sale of such natural gas to said Mississippi 
River Fuel Corporation either at the presently existing or the proposed increased 
rates and charges; 

(9) That respondent has failed to adduce sufficient evidence to show what 

would constitute a reasonable rate of return to Southern Carbon Company on 
’ the property of said company, used, useful, or necessary in its operations in- 
volved in the sale of such natural gas to the Mississippi River Fuel Corporation ; 

(10) That Southern Carbon Company does not contend or claim that it is not 
now earning a reasonable rate of return on the property of said company, used, 
useful, or necessary in its operations in selling natural gas to the Mississippi 
River Fuel Corporation ; 

(11) That section 4 (e) of the Natural Gas Act provides that at any hearing 
involving a rate or charge sought to be increased, the burden of proof to show 
that the increased rate or charge is just and reasonable shall be upon the natural- 
gas company ; 

(12) That the only party of record in this proceeding is the Southern Carbon 
Company, as respondent ; however, the Manufacturers Trust Company and Towner 
Phelan as trustees under a mortgage and deed of trust from the Mississippi River 
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Fuel Corporation, which trustees were denied the right to intervene in this pro- 
ceeding were granted the privilege of limited participation; no other person 
having filed a petition for leave to intervene or protested in this matter ; 

Wherefore the Commission further finds: 

(13) That Southern Carbon Company is engaged in the sale in interstate 
commerce of natural gas for resale; 

(14) That the sale of natural gas by Southern Carbon Company to the Missis- 
sippi River Fuel Corporation is a sale in interstate commerce for resale; 

(15) That Southern Carbon Company is a natural-gas company within the 
meuning of the Natural Gas Act; 

(16) That Southern Carbon Company has failed to sustain the burden of proof 
to show that the proposed increased rates and charges are just and reasonabie ; 

The Commission orders: 

(A) That the increased rates and charges for the sale of natural gas to the 
Mississippi River Fuel Corporation for resale for ultimate domestic or commercial 
consumption as contained in Southern Carbon Company rate schedule FPC No. 3 
as modified by supplements Nos. 1, 2, 3, and 4, and referred to in supplement No. 5 
thereto, which were proposed to be made effective on November 21, 1939, shall not 
be or become effective ; 

(B) That the rates and charges contained in said Southern Carbon Company 
rate schedule FPC No. 3, as modified by supplements Nos. 1, 2; 3 and 4, and which 
were in effect on November 20, 1939, for natural gas sold by the respondent herein 
to said Mississippi River Fuel Corporation for resale for ultimate domestic or 
commercial consumption shall remain and continue in full force and effect until 
changed in the manner prescribed by the Natural Gas Act. 


Order disallowing proposed increased rates 


Interstate Natural Gas Company, Incorporated; Hope Producing Company 


(Docket No. G—146) 
April 20, 1940 


It appearing to the Commission that: 

(a) By order of November 20, 1939, the Commission, acting pursuant to the 
provisions of section 4 of the Natural Gas Act, entered upon a hearing concerning 
the lawfulness of the rates and charges contained in Interstate Natural Gas Com- 
pany, Incorporated, rate schedule FPC No. 4, as modified by supplements Nos. 
1, 2, 3, 4, 5, and 6, and referred to in supplement No. 7 thereto, and Hope Producing 
Company rate schedule FPC No. 3 and supplement No. 1 thereto, for the sale of 
natural gas to the Mississippi River Fuel Corporation for resale for ultimate 
public consumption, which rates and charges were proposed to be made effective 
as of November 21, 1939; 

(b) By said order of November 20, 1939, the Commission suspended the said 
proposed increased rates and charges insofar as they provided for the sale of 
natural gas for resale for ultimate public consumption for domestic or commercial 
use for a period of five months beyond November 21, 1939, to and including April 
20, 1940, unless the Commission should otherwise order ; 

(c) Pursuant to said order of November 20, 1989, public hearings were held on 
January 22, 23, and 24, 1840, at which hearings said Interstate Natural Gas 
Company, Incorporated, and Hope Producing Company, as respondents, appeared 
and produced such evidence as they deemed pertinent to the issues involved in 
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this proceeding and briefs have been filed by said respondents and by Commission 
counsel ; : 

The Commission, having considered the record herein and the briefs of counsel 
for respondents and for the Commission, finds; 

(1) That Interstate Natural Gas Company, Incorporated, is engaged in the 
business of producing, purchasing, gathering, transporting and selling natural 
gas in natural gas fields located within the State of Louisiana ; 

(2) That Interstate Natural Gas Company, Incorporated, is engaged in the 
transportation of a part of the natural gas so produced, purchased and gathered, 
through a main transmission natural-gas pipe line owned and operated by the 
Interstate Natural Gas Company, Incorporated, extending from a point at or near 
Fowler, Louisiana, across a part of the State of Louisiana into and across a part 
of the State of Mississippi, and thence to a point at or near Baton Rouge, 
Louisiana ; 

(3) That Hope Producing Company is engaged in the business of producing, 
gathering and selling natural gas in natural gas fields located within the State 
of Louisiana ; 

(4) That a portion of such natural gas so produced or purchased, and gathered 
by said Interstate- Natural Gas Company, Incorporated, and Hope Producing 
Company is sold to the Mississippi River Fuel Corporation, delivery being made 
at a point at or near Perryville, Louisiana, for resale in the States of Arkansas, 
Missouri, and Illinois for ultimate public consumption for domestic, commercial, 
or industrial use; such portion, according to a contract between sellers and 
buyer, is to equal 22 percent of the total requirements of said Mississippi River 
Fuel Corporation ; 

(5) That such natural gas is sold to the Mississippi River Fuel Corporation pur- 
suant to the terms and conditions, and at the rates or charges contained in said 
Interstate Natural Gas Company, Incorporated, rate schedule FPC No. 4, as 
modified by supplements Nos. 1 to 7, both inclusive, and Hope Producing Company 
rate schedule FPC No. 3, as modified by supplement No. 1 thereto, except insofar 
as the provisions of such modified rate schedules have been suspended by Com- 
mission order ; 

(6) That the natural gas so sold to Mississippi River Fuel Corporation flows in 
a continuous uninterrupted stream from the producing well-head to the burner 
tips of the ultimate consumers; 

(7) That Standard Oil Company (New Jersey) controls, by stock ownership, 
54 percent of the common stock of the Interstate Natural Gas Company, Incor- 
porated, 100 percent of the common stock of the Hope Producing Company, and 
22.39 percent of the common stock of the Mississippi River Fuel Corporation; and 
said Standard Oil Company (New Jersey) has control of the management of each 
of said companies ; 

(8) That respondents have failed to adduce sufficient evidence to show the 
cost of the property of Interstate Natural Gas Company, Incorporated, or Hope 
Producing Company, used, useful, or necessary in connection with the operations 
of said companies involved in the sale of such natural gas to said Mississippi 
River Fuel Corporation either at the presently existing or the proposed increased 
rates and charges; 

(9) That respondents have failed to adduce sufficient evidence to show the 
requirements for depreciation of the property of Interstate Natural Gas Com- 
pany, Incorporated, or Hope Producing Company, used, useful, or necessary 
in connection with the operation of said companies involved in the sale of such 
natural gas to said Mississippi River Fuel Corporation at the presently 
existing or the proposed increased rates and charges; 
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(10) That respondents have failed to adduce sufficient evidence to show the 
operating costs of Interstate Natural Gas Company, Incorporated, or Hope 
Producing Company, in connection with the operations of said companies in- 
volved in the sale of such natural gas to said Mississippi River Fuel Corpora- 
tion either at the presently existing or the proposed increased rates and charges ; 

(11) That respondents have failed to adduce sufficient evidence to show 
what would constitute a reasonable rate of return to Interstate Natural Gas 
Company, Incorporated, or to Hope Producing Company, on the property of 
said companies, used, useful, or necessary in their operations involved in the 
sale of such natural gas to the Mississippi River Fuel Corporation ; 

(12) That neither Interstate Natural Gas Company, Incorporated, nor Hope 
Producing Company contends or claims that each of them is not now earning 
a reasonable rate of return on the property of said companies, used, useful, or 
necessary in their operations in selling natural gas to the Mississippi River 
Fuel Corporation ; 

(13) That section 4 (e) of the Natural Gas Act provides that at any hearing 
involving a rate or charge souglit to be increased, the burden of proof to show 
that the increased rate or charge is just*and reasonable shall be upon the 
natural-gas company ; 

(14) That the only parties of record in this proceeding are the Interstate 
Natural Gas Company, Incorporated, and Hope Producing Company, as re- 
spondents; however the Manufacturers Trust Company and Towner Phelan 
as trustees under a mortgage and deed of trust from the Mississippi River 
Fuel Corporation, which trustees were denied the right to intervene in this 
proceeding were granted the privilege of limited participation; no other person 
having filed a petition for leave to intervene or protested in this matter; 

Wherefore, the Commission further finds: 

(15) That Interstate Natural Gas Company, Incorporated, is engaged in the 
Sale in interstate commerce of natural gas for resale, and the transportation 
of natural gas in interstate commerce; 

(16) That the sale of natural gas by Interstate Natural Gas Company, Incor- 
porated, to the Mississippi River Fuel Corporation is a sale in interstate com- 
merce for resale; 

(17) That Interstate Natural Gas Company, Incorporated, is a natural-gas 
company within the meaning of the Natural Gas Act; 

(18) That Interstate Natural Gas Company, Incorporated, has failed to sus- 
tain the burden of proof to show that the proposed increased rates and charges 
are just and reasonable ; 

(19) That the sale of natural gas by Hope Producing Company to the Mis- 
sissippi River Fuel Corporation is a sale in interstate commerce for resale; 

(20) That Hope Producing Cempany is a natural-gas company within the 
meaning of the Natural Gas Act; 

(21) That Hope Producing Company has failed to sustain the burden of 


proof to show that the proposed inereased rates and charges are just and 
reasonable: 


The Commission orders: 

(A) That the increased rates and charges for the sale of natural gas to 
the Mississippi River Fuel Corporation for resale for ultimate domestic or 
commercial consumption as contained in Interstate Natural Gas Company, In- 
corporated, rate schedule FPC No. 4, as modified by supplements Nos. 1, 2, 3, 
4, 5 and 6, and referred to in supplement No. 7 thereto, which were proposed to 
be made effective on November 21, 1939, shall not be or become effective; 

(B) That the increased rates and charges for the sale of natural gas to 
the Mississippi River Fuel Corporation for resale for ultimate domestic or 
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commercial consumption as contained in Hope Producing Company rate schedule 
FPC No. 3 and supplement No. 1 thereto, which were proposed to be made 
effective on November 21, 1939, shall not be or become effective; 

(C) That the rates and charges contained in said Interstate Natural Gas 
Company, Incorporated, rate schedule FPC No. 4, as modified by supplements 
Nos. 1, 2, 3, 4, 5 and 6, and said Hope Producing Company rate schedule FPC 
No. 3, and which were in effect on November 20, 1939, for natural gas sold by 
the respondents herein to said Mississippi River Fuel Corporation for resale 
for ultimate domestic or commercial consumption shall remain and continue 
in full force and effect until changed in the manner prescribed by the Natural 
Gas Act. 


Order granting permission under balance sheet insiruction 6-E 
Kansas Gas and Electric Company 
April 24, 1940 


Upon application of Kansas Gas and Electric Company, filed March 29, 1940, 
pursuant to provisions of paragraph E of balance sheet accounts, instruction 6, 
of the Commission’s Uniform System of Accounts prescribed for Public Utilities 
and Licensees (1937), for permission to amortize debt discount, expense and 
call premiums of certain bond issues redeemed and to be redeemed; 

It appearing that: 

(a) The bond issues redeemed and to be redeemed, the principal amount of 
each issue, the amount of unamortized debt discount and expense applicable to 
those issues as of December 31, 1939, and the call premium to be paid on the 1980 
issue, which the applicant is requesting permission to amortize are as follows: 


TABLE I 


First mort- | First mort- 
Particulars gage 6’s due | gage 444’s due 
Mar. 1, 1952! June 1, 1980 


Unamortized debt discount and expense and call premiums: 


BPUIe GS BIE GUID. iaidg cc caccccccucnncccocccusees $886, 112. 52 |$1, 419, 653. 20 
Call premiums 78, 953. 38 


Balances, Dec. 31, 1939 1, 565, 065. 90 | 1, 419, 653.20 | $2, 984, 719.10 
Call premiums on 4}4’s proposed to be retired (14% on 
SNES bc cbaidthbbsiadabthdsdsbntbcbvibennsseutnateeces 280, 000. 00 


Total amount to be considered for amortization over 
future periods 1, 699, 653. 20 3, 264, 719, 10 


1 Issue redeemed Sept. 1, 1930. 


(b) The applicant contemplates retiring $16,000,000 principal amount of first 
mortgage 444% bonds due June 1, 1980, at 101.75 through private sale of 
$16,000,000 principal amount of first mortgage bonds 334% series due 1970, at 
105 with a sale premium of $800,000; 

(c) The applicant proposes to amortize, by credits to the income account, in 
equal monthly installments over the life of the new bonds, the sale premium 
of $800,000 less estimated expenses of $175,000 and duplicate interest for one 
month in the amount of $43,607.81. 

(d) The contemplated refinancing will result in sufficient special deductions 
for Federal and state income tax purposes to relieve the applicant from such 
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taxes in 1940; that the applicant proposes to write-off immediately against 
earned surplus $230,000 of the old debt discount and expense shown in Table I, 
which equals the estimated amount of that 1940 income tax-saving; and that 
$3,034,719.10 remains for other disposition ; 

(e) The applicant acquired its initial properties from American Power & 
Light Company in 1910 and issued, as part of the purchase consideration, 
$1,600,000 principal amount of first and refunding mortgage 5% 12-year gold 
bonds; that American Power & Light Company disposed of those bonds for a 
net consideration, after expenses, of $1,416,000; that the applicant recorded on 
its books these bonds in their principal amount; and that the applicant 
proposes to make an adjustment to remove from plant account the $184,000 
financing costs and charge that amount to its earned surplus upon completion 
of this contemplated refinancing ; 

(f) Savings will result from this refinancing which will permit the applicant 
to amortize the balance of discount, expense and call premiums of issues 
retired and to be retired in the amount of $3,034,719.10 at a rate of approxi- 
mately $220,000 annually, the components of which are as follows: 









































TABLE II 
Particulars: 
Estimated net saving after income taxes resulting from re- 
demption of 414% bonds and sale of 334% bonds_______-___-_ $126, 813. 07 
Estimated net credit to income account from amortization of 
sale premium of $800,000 on new bond issue, after income 
CO a ci cies E asec pias uns een aaa bee mabe tadeden nae 20, 000. 00 
Continuation of amortization of an amount equal to 1989 write- 
of 08 e880 Ddnd ineetessccc ce ea ee 73, 848. 72 


Amount 





ee sensi cabal heii ks Sils the i ie et Se Tks 220, 661. 79 


The Commission, having considered this application and other matters of 
record, finds: 

(1) That the applicant owns and operates facilities for the transmission 
of electric energy in interstate commerce, sells electric energy at wholesale 
in interstate commerce and is a public utility within the meaning of the 
Federal Power Act; 

(2) That the refunding of the bond issue under consideration will reduce 
the annual interest charges of the applicant by a substantial amount; 

(3) That the applicant has requested that it be permitted to amortize the 
amounts applicable to the old bond issues at a rate of $220,000 annually, after 
charging to earned surplus $230,000 described in paragraph (d) ; 

(4) That the applicant has stated that, upon the completion of this re- 
financing, it will write off against earned surplus $184,000 of discount and 
expense carried in plant account, described in paragraph (e) ; 

Therefore, the Commission orders: 

(A) That with respect to the unamortized debt discount, expense and call 
premiums referred to in paragraphs (a@) and (e) above, the following account- 
ing transactions shall be entered : 

(1) There shall be charged to earned surplus, upon completion of the re- 
financing, an amount of $230,000 of the discount, expense, and call premiums 
which is the equivalent of the estimated income tax saving for 1940 resulting 
from this refinancing; 

(2) The balance of the discount, expense and call premiums, approximating 
$3,034,719.10 less current amortization for 1940 to the date of refinancing, shall 
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be amortized monthly, at a rate of not less than $220,000 annually, through 
Account 531, Amortization of Debt Discount and Expense, beginning with the 
effective date of the refinancing; 

(3) There shall be charged to earned surplus, upon completion of the re- 
financing, an amount of $184,000 representing discount and expenses in con- 
nection with the bond issue described in paragraph (e) above; 

(B) That sale premiums and expenses of the new issue shall be amortized, 
in accordance with the Commission’s Uniform System of Accounts, over the 
life of the new issue; 

(C) That duplicate bond. interest resulting from the refinancing shall be 
written off in 1940 through Account 530, Interest on Long-Term Debt ; 

(D) That the Commission’s order shall not be construed as a finding with 
respect to the reasonableness of said charges should they arise in any pro- 
ceeding affecting the rates, charges, practices, rules, regulations, and tariffs 
of the applicant. 


Order granting partial exemption from payment of annual charges and waiving 
penalties 
City of Ketchikan, Alaska 
(Project No. 420) 


April 23, 1940 


Upon application filed March 2, 1940, by city of Ketchikan, Alaska, licensee 
for project No. 420, for exemption from payment of annual charges for the year 


ended December 31, 1939, pursuant to the terms of section 10 (e) of the Federal 
Power Act and the regulations of the Commission thereunder, on the grounds that 
part of the power developed by the project was used for municipal purposes; 
and 

It appearing to the Commission that: 

The licensee failed to file application for exemption within the time prescribed 
in the rules of practice and regulations of the Commission ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee, as a municipality within the definition in section 3 (7) 
of the Federal Power Act is entitled to claim exemption from the payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 7.2840% of the 
net total power generated by the licensed project during the year ended December 
31, 1989, was used for municipal purposes ; 

(3) That it is consistent with the public interest to waive any penalties arising 
out of delay in filing the application ; and 

The Commission orders: 

(A) That the licensee be and it is hereby exempted from liability under the 
license for project No. 420 for payment of 7.2840% of annual charges for the year 
ended December 31, 1939, or $22.73, leaving a balance of $289.28 now due, payment 
of which shall be made within 30 days from the date of receipt by the licensee of a 
copy of this order ; 

(B) That payment of penalties be and it is hereby waived. 
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Order approving right-of-way agreement 
Utah Power & Light Company 
(Project No. 696) 

May 7, 1940 


Upon the filing, September 7, 1989, by Utah Power & Light Company, licensee 
for project No. 696, of copies of an agreement between itself and the State Road 
Commission of Utah concerning a highway relocation, and upon the subsequent 
request by the licensee received January 13, 1940, for Commission approval of 
that agreement; and 

It appearing to the Commission that: 

The agreement, dated May 31, 1939, provides for the relocation of a certain 
highway across the N44N\, sec. 32, T. 4 S., R. 2 E., Salt Lake base and meridian, 
within the project area, granting a perpetual easement and right-of-way for high- 
way purposes, a right to use certain project premises in the course of the highway 
relocation, both subject to provisions in the interest of the licensee, all as more 
particularly defined in the agreement and shown on the map submitted there- 
with; 

The Commission, upon consideration of the agreement, the request for its ap- 
proval, and the project record, finds: 

That in order to relocate the highway properly, an agreement was ‘necessary, 
and approval thereof, subject to the conditions hereinafter provided, will be ap- 
propriate and consistent with the public interest ; and 

The Commission orders: 

(A) That the aforesaid agreement be and it hereby is approved, provided that 
it be revised so as to limit its duration to the period of the project license and to 
include the following paragraph: 

“The State Road Commission agrees for itself, its successors and assigns, that 
insofar as any rights or property affected by this agreement are concerned, it will 
indemnify and save harmless the power company, its successors and assigns, from 
all loss, damage, and injury to the rights or property granted hereby which the 
State Road Commission, its employees or agents, may directly or indirectly suffer 
from the proper operation of the project properties by the power company, and 
the State Road Commission will promptly assume the payment and satisfaction 
of all claims, demands, causes of action, and suits arising out of any such loss, 
damage, or injury to the rights and property granted hereunder.” 

(B) That the licensee shall file with the Commission certified copies of the 
agreement so revised, upon its execution ; 

(C) That the revised agreement shall be noted appropriately in the project 
records. 


Order authorizing issues of securities 


The Nevada-California Electric Corporation 


(Docket No. IT-5581) 
May 7, 1940 


Upon the application filed July 31, 1939, as amended by the second amendment 
thereto filed April 6, 1940, by the Nevada-California Electric Corporation, here- 
inafter sometimes referred to as the applicant, and pursuant to the Commission’s 
order of February 21, 1940, reopening the proceeding on the said application, as 
then amended ; ' 
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It appearing that: 

(a) The applicant now seeks authority to issue $100 par value, 3% cumulative 
plus 4% non-cumulative preferred dividend shares, under its articles of incor- 
poration as amended by resolution of its stockholders adopted March 20, 1939, 
in exchange for outstanding $100 par value, 7% cumulative preferred dividend 
shares, the change in dividends to be effective from and after the 3lst day of 
March 1939, as provided in the said articles of incorporation as so amended, 
and such issue to be effectuated by overprinting outstanding share certificates; 

(b) The applicant now also seeks authority to issue $10 par value shares of 
common stock in exchange for $100 par value shares of common stock now out- 
standing, share for share, pursuant to a further amendment of its articles of 
incorporation proposed to be adopted, such issue to be effectuated by over- 
printing outstanding share certificates ; 

(c) The applicant proposes to reduce the amount of capital represented by 
outstanding common stock from $8,588,300 to $858,830, the difference of $7,729,470 
to be credited to capital surplus to be “applied or handled as may hereafter be 
determined by the board of directors,” its purpose being to create a capital 
surplus against which certain items in its electric plant acquisition adjustment 
account (FPC classification, account 100.5) may be written off as found neces- 
sary or desirable; 

(d) The amendment of the aforesaid application of July 31, 1939, as set forth 
under part second of applicant’s petition filed January 22, 1940, has been super- 
seded by the aforesaid second amendment filed April 6, 1940, and the applicant 
now proposes to rescind the action taken at the stockholders’ meeting, October ~ 
17, 1939, for the amendment of its articles of incorporation to provide for $50 
par value 6% cumulative preferred dividend shares, and $50 par value, 8% 
non-cumulative preferred dividend shares, and $5 par value common shares to be 
issued in exchange for outstanding shares; 

(e) The applicant now further proposes that in connection with the fore- 
going transactions a resolution shall be adopted by its stockholders that none 
of the preferred shares as authorized from and after the March 20, 1939, amend- 
ment of its articles of incorporation, and none of the shares as authorized from 
and after the proposed further amendment of its articles of incorporation shall 
be issued or be deemed to have been issued unless and until issuance thereof 
shall have been approved by the Federal Power Commission, and the applicant 
proposes to include in the language to be overprinted on its outstanding preferred 
share certificates language which will show that the shares represented thereby 
are issued pursuant to approval of this Commission; 

(f) The applicant, by its attorney’s letter received April 6, 1940, has waived 
its request filed March 5, 1940 (in response to paragraph (B) of the Commis- 
sion’s order of February 21, 1940), for opportunity to produce testimony and 
submit additional briefs; 

(g) Reasonable notice in writing of the filing of the aforesaid application was 
duly given the Governor and state commission of each of the states of Arizona, 
California, and Nevada, and a copy of the order and opinion of December 22, 
1989, denying the said application, and a copy of the order of February 21, 1940, 
reopening the proceeding thereon were duly furnished each of the aforesaid state 
commissions; notice of the said application was published in the Federal Regis- 
ter; and no protest or petition or request to be heard in opposition to the 
granting of the said application has been received ; 

The Commission, having considered the -said application as amended by the 
second amendment, the opinions of counsel submitted in support thereof, the 
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aforesaid letters of applicant’s attorney, and the entire record in the proceeding, 
finds: a 

(1) That the applicant is a corporation organized under the laws of the 
State of Delaware and qualified to do business in the states of California, 
Arizona, and Nevada ; 

(2) That the applicant is engaged in the business of generating, transmitting, 
and distributing electric energy to the public, within the states of California, 
Arizona, and Nevada, and owns and operates facilities, among others, for the 
transmission and the sale at wholesale of electric energy which is transmitted 
between and among the aforesaid states and consumed by persons other than 
a transmitter thereof at points outside the respective states from which it is 
transmitted, and the applicant is a public utility within the meaning of that 
term as used in section 204 of the Federal Power Act; 

(3) That none of the states of Delaware, Arizona, California, or Nevada 
has laws under which issuance of the applicant’s securities of the kind re- 
ferred to in paragraphs (a) and (b) above, are regulated by a state com- 
mission ; 

(4) That the proposed issues of preferred shares and common shares are 
issues of securities within the meaning and subject to the requirements of sec- 
tion 204 of the Federal Power Act; 

(5) That the applicant’s present and prospective earnings and future obliga- 
tions do not justify the presence in its capital structure of.a 7% cumulative 
preferred dividend stock, and the change in dividend rights referred to in 
paragraph (a) above will tend to improve the applicant’s financial condi- 
tion; 

(6) That the applicant has filed a report on reclassification of its electric 
utility plant accounts pursuant to the Commission’s order as of May 11, 1937, 
which report has not as yet been investigated and no determination has been 
made as to what portion of the electric plant acquisition adjustment account 
it might be desirable to write off against capital surplus, but the proposed 
creation of a capital surplus for the purpose stated does not appear to be 
objectionable ; 

(7) That by the proposal set forth in its second amendment the applicant 
has satisfactorily eliminated the objectionable features of the proposals made 
in its original application as found in the Commission’s order of December 22, 
1939, and discussed in its opinion of the same date, in the above entitled 
matter ; 

(8) That the proposed issues as hereinafter authorized are for lawful objects, 
within the corporate purposes of the applicant and compatible with the public 
interest, which are necessary or appropriate for or consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service; and are reasonably necessary or 
appropriate for such purposes ; 

And the Commission orders: 

(A) That the proposed issues as described in the said application as amended 
by the said second amendment and subject to the effectuation of the proposals 
therein made, be and the same hereby are authorized; 

(B) That copies verified under oath by the proper officer of the applicant 
shall be promptly submitted to the Federal Power Commission of all resolu- 
tions of applicant’s board of directors and stockholders proposed in the said 
application as amended, showing their due adoption, and filing where neces- 
sary to their effectuation ; 
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(C) That the applicant shall report with reference to the subject matter 
hereof as required by the Commission's Rules of Practice and Regulations, such 
report to include a statement showing the manner and progress of the calling 
for overprinting and the overprinting of outstanding share certificates and set- 
ting forth the language used in the overprinting and a description of the manner 
of overprinting ; 

(D) That nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any of the securities 
to which this order relates; 

(E) That the foregoing authorization is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, services, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(F) That this authorization shall expire within ninety days from the date 
of entry of this order unless within that time the resolutions of applicant’s 
board of directors and stockholders and the amendment of the applicant’s 
articles of incorporation, as contemplated by this order, shall have been effectu- 
ated and the applicant shall have duly called for the return of the outstanding 
share certificates for overprinting. 


Order granting privilege of filing brief as amicus curiae by the National 
Association of Railroad and Utilities Commissioners 


Columbian Fuel Corporation 
(Docket No. G-—143) 
May 7, 1940 


It appearing to the Commission that: 

(a) On May 6, 1940, the National Association of Railroad and Utilities 
Commissioners filed a petition for leave to file a brief amicus curiae together 
with such brief; 

(b) Hearings in this proceeding were concluded on January 11, 1940, and 
all briefs were filed by the Columbian Fuel Corporation and counsel for the 
Commission; the only parties of record, on or before March 11, 1940; 

(c) Columbian Fuel Corporation, respondent herein, by letter of April 4, 1940, 
in response to an inquiry of the Commission, advised that it would agree 
to an extension of the period of suspension of the proposed schedule of rates 
or charges provided in Columbian Fuel Corporation rate schedule FPC No. 1, 
as modified by supplements Nos. 1 and 2 thereto, for a further period of two 
months from and after March 31, 1940, so as to provide opportunity for the 
preparation and filing of briefs of interested parties as amicus curiae; 

(d) It is in the public interest to allow the National Association of Railroad 
and Utilities Commissjoners an opportunity to file a brief in this proceeding 
as amicus curiae; 

The Commission orders: 

(A) That said National Association of Railroad and Utilities Commissioners 
be and it is hereby granted leave to file a brief as amicus curiae before the 
Commission in this proceeding, and the brief submitted with the petition 
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filed May 6, 1940, is hereby accepted as the brief amicus curiae of said Na- 
tional Association of Railroad and Utilities Commissioners ; 

(B) That Columbian Fuel Corporation and Commission counsel be and they 
are each hereby granted leave to file a reply to such brief of said National 
Association of Railroad and Utilities Commissioners, if they find it desirable 
so to do, provided such replies are filed within 10 days after date of this 
order. 


Order on petition for rehearing on determination of actual legitimate original 
cost 


Safe Harbor Water Power Corporation 
(Project No. 1025) 
May 14, 1940 


The Commission having under consideration Safe Harbor Water Power 
Corporation's petition for rehearing, filed April 18, 1940, on the determination 
of the actual legitimate original cost of licensee’s project for the period from 
January 1, 1933, to December 31, 1937, made by this Commission in its order 
dated March 19, 1940; 

The Commission finds: 

That licensee's claimed cost of facilities for applying a fault locator in the 
amount of $889.30 should be included in the actual legitimate original cost 
of the project; 

The Commission orders: 

That pursuant to its authority under section 313 (a) of the Federal Power 
Act, the Commission’s order dated March 19, 1940, be and it is hereby modi- 
fied to include $889.30 in the approved actual legitimate original cost of the 
project for the period from January 1, 1933, to December 31, 1987, which 
results in approved project cost totaling $3,081,314.60 for that period; and that 
said order of March 19, 1940, is affirmed in all other respects. 






















Order authorizing and approving acquisition of securities 
Pennsylvania Water & Power Company 
(Docket No. IT-5634) 


May 17, 1940 














Upon the application filed April 17, 1940, by Pennsylvania Water & Power Com- 
pany, hereinafter referred to as the applicant, having its principal business office 
at Holtwood, Lancaster County, Pennsylvania, for an order avthorizing it to 
acquire from Safe Harbor Water Power Corporation, hereinafter referred to as 
the corporation, 1,988 shares of the Class B stock of the corporation for a pur- 
chase price of $135 per share, pursuant to section 203 of the Federal Power Act; 
and upon the applicant’s letter transmitting the said application requesting that 
it be considered jointly with an application by Consolidated Gas Blectric Light 
and Power Company of Baltimore, hereinafter referred to as the Consolidated, 
which was subsequently filed April 23, 1940, docket No. IT-5636 ; 
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It appearing from the said applications and exhibits thereto that: 

(a) The aforesaid shares of stock represent the applicant’s part of the shares 
of the authorized stock in the corporation remaining to be taken under an agree- 
ment entered into between the applicant, the corporation and the Consolidated, 
dated June 29, 1931, by which the applicant agreed thereafter to contribute one- 
third, andythe Consolidated two-thirds of $6,750,000 upon call of the board of 
directors of the corporation, receiving therefor shares of the steck of the cor- 
poration at a price of $135 per share, voting shares to be divided equally between 
the applicant and the Consolidated ; . 

(b) The aforesaid $6,750,000 was the estimated amount necessary, in addition 
to the proceeds of a $21,000,000 bond issue, plus the corporation’s original capital 
of $10,000 and contribution of $145,090 made at that time by the applicant and 
$1,494,910 by the Consolidated, to complete the corporation’s hydroelectric gen- 
erating plant located at Safe Harbor, on the Susquehanna River, in Pennsylvania; , 

(c) The corporation has advised the applicant that it has made commitments 
for the major portion of the equipment required for the installation of an addi- 
tional generating unit and appurtenant facilities in what is designated “position 1” 
in the aforesaid hydroelectric generating plant, and that it will require the appli- 
eant’s purchase money for the aforesaid shares of stock not later than May 28, 
1940, in order to enable it to meet its commitments to the manufacturers of the 
equipment ; 

(d) The aforesaid hydroelectric generating plant is under license from this 
Commission, being designated as EP-1025, and the installation of an additional 
generating unit and appurtenant facilities in ‘position 1” was authorized by the 
Commission’s order of September 22, 1939; 

(e) The corporation has also made a call upon the Consolidated for the pur- 
chase, not later than May 28, 1940, of the remaining shares, consisting of 1,989 
Class A nonvoting and 1,988 Class B voting shares of stock at a price of $135 
each, under the aforesaid agreement of June 29, 1931, and the Consolidated has 
filed its application, referred to above, which is jointly and concurrently under 
consideration by this Commission, for authorization to acquire such securities ; 

(f) Reasonable notice in writing of the filing of the aforesaid application by the 
applicant has been given to the governors and state commissions of Pennsylvania 
and Maryland, within which states all of the physical properties of the applicant, 
the corporation, and the Consolidated are located, and notice of such filing was 
published in the Federal Register on April 26, 1940, and no protest or petition or 
request to be heard in opposition to the granting of that application has been 
received ; 

(g) The shares of stock proposed to be acquired by the applicant are to be 
issued by the corporation, which is organized under the laws of the Commonwealth 
of Pennsylvania, and is operating facilities located solely within that Common- 
wealth, and its security issues are regulated by the Pennsylvania Public Utilities 
Commission; a securities certificate filed by the corporation with respect to the 
issuance of such shares of stock was registered by that Commission April 4, 1940; 

The Commission, having considered the aforesaid application, exhibits thereto, 
the letters of transmittal thereof, and the record of the proceedings pertaining 
thereto, finds: 

(1) That the applicant is a corporation incorporated under the laws of the 
Commonwealth of Pennsylvania and engaged in the business of generating, 
purchasing, selling, and transmitting electric energy at wholesale ; 

(2) That the applicant owns and operates facilities for the transmission and for 
the sale in interstate commerce to others for resale of electric energy which is 
transmitted from a state and consumed at points in another state by other persons, 
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and is a public utility within the meaning of that term as used in section 203 of 
the Federal Power Act; 

(3) That the corporation owns and operates facilities for the generation and for 
the sale of electric energy to others for resale, including such sale to others in 
interstate commerce of electric energy which is transmitted from a state and 
consumed at points in another state by other persons, and the corporation is a 
public utility within the meaning of that term as used in section 203 of the Federal 
Power Act; 

(4) That the transaction for which authority is sought by the aforesaid appli- 
cation is a taking and an acquisition of securities of another public utility within 
the purview of section 203 (a) of the Federal Power Act; 

(5) That the proceeds of the proposed sales of securities are to be used to 
defray in part the expenses of the installation, pursuant to authorization by this 
Commission, of additional generating facilities by the corporation, in its Safe 
Harbor hydroelectric generating plant ; 

(6) That the aforesaid proposed taking or acquisition of securities by the 
applicant is consistent with the public interest ; 

And the Commission orders: 

(A) That the taking or acquisition of shares of stock by the applicant as 
described in the aforesaid application and subject to the terms and conditions 
thereof be and the same hereby is approved and authorized ; 

(B) That nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any of the securities to 
which this order relates; 

(C) That the foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
services, accounts, valuations, estimates or determinations of costs, or any other 
matter whatsoever which may come before this Commission or such other regu- 
latory body, and nothing in this order shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) That this authorization shall expire unless the proposed acquisition shall 
have been consummated within sixty days after the entry of this order. 


Order authorizing and approving acquisition of securities 
Consolidated Gas Electric Light and Power Company of Baltimore 
(Docket No, IT-5636) 
May 17, 1940 


Upon the application filed April 23, 1940, by Consolidated Gas Electric Light 
and Power Company of Baltimore, hereinafter referred to as the applicant, 
having its principal business office in the Lexington Building, Lexington and 
Liberty Streets, Baltimore, Maryland, for an order authorizing it to acquire 
from Safe Harbor Water Power Corporation, hereinafter referred to as the 
corporation, 1,989 shares of nonvoting class A stock and 1,988 shares of voting 
class B stock of the corporation for a purchase price of $135.00 per share, pur- 
suant to section 203 of the Federal Power Act; 

It appearing from the said application and exhibits thereto that: 

(a) The aforesaid shares of stock represent the applicant’s part of the 
shares of the authorized stock in the corporation remaining to be taken under 
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the agreement referred to in paragraph (a) of the Commission’s order of this 
date in the matter of Pennsylvania Water and Power Company, hereinafter 
referred to as the Pennsylvania Company, docket No. IT-5634; and other facts 
pertinent to the aforesaid application are recited in paragraphs (b), (c), (d) 
and (e) of the said order; 

(b) Reasonable notice in writing of the filing of the aforesaid application 
by the applicant has been given to the governors and state commissions of 
Pennsylvania and Maryland, within which states all of the physical properties 
of the applicant, the corporation, and the Pennsylvania Company are located, 
and notice of such filing was published in the Federal Register on April 26, 
1940, and no protest or petition or request to be heard in opposition to the 
granting of that application has been received; 

(c) The shares of stock proposed to be acquired by the applicant are to 
be issued by the corporation, which is organized under the laws of the Com- 
monwealth of Pennsylvania and is operating facilities located solely within 
that Commonwealth; the security issues of the corporation are subject to 
regulation by the Pennsylvania Public Utilities Commission; and a securities 
certificate filed by the corporation with respect to the issuance of the aforesaid 
shares of stock was registered by that Commission April 4, 1940; 

The Commission, having considered the aforesaid application and exhibits 
thereto and the record of proceedings pertaining thereto, finds: 

(1) That the applicant is a corporation incorporated under the laws of the 
State of Maryland and is engaged in the purchase, production and sale of 
electricity and artificial gas in the city of Baltimore and surrounding terri- 
tory in the State of Maryland and in the production and sale of steam in 
the business district of Baltimore City; 

(2) That the applicant owns and operates facilities for the transmission, 
and for the sale in interstate commerce to others for resale, of electric energy 
which is transmitted from a state and consumed at points in another state 
by other persons, and is a public utility within the meaning of that term as 
used in section 203 of the Federal Power Act; 

(3) That the corporation owns and operates facilities for the generation 
and for the sale of electric energy to others for resale, including such sale 
to others in interstate commerce, of electric energy which is transmitted from 
a state and consumed at points in another state by other persons, and the 
corporation is a public utility within the meaning of that term as used in 
section 203 of the Federal Power Act; 

(4) That the transaction for which authority is sought by the aforesaid 
applicant is a taking and an acquisition of securities of another public utility 
within the purview of section 203 (a) of the Federal Power Act; 

(5) That the proceeds of the proposed sale of securities are to be used to 
defray in part the expenses of the installation, pursuant to authorization 
by this Commission, of additional generating facilities by the corporation in 
its Safe Harbor hydroelectric generating plant; 

(6) That the aforesaid proposed taking or acquisition of securities by the 
applicant is consistent with the public interest; ' 

And the Commission orders: 

(A) That the taking or acquisition of shares of stock by the applicant as 
described in the aforesaid application and subject to the terms and conditions 
thereof be and the same hereby is approved and authorized; 

(B) That nothing in this order shall be construed to imply any guarantee 
or obligation on the part of the United States in respect to any of the securi- 
ties to which this order relates; 
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(C) That the foregoing authorization and approval is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, services, accounts, valuations, estimates or determinations of costs, 
or any other matter whatsoever which may come before this Commission or 
such other regulatory body, and nothing in this order shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(D) That this authorization shall expire unless the proposed acquisition 
shall have been consummated within sixty days after the entry of this order. 


Order authorizing issuance of license (major) and granting request for with- 
drawal of application for preliminary permit 


Manti City Corporation 
(Project No. 1574) 
May 21, 1940 


Upon application filed November 30, 1939, by Manti City Corporation of Salt 
Lake City, Utah, for license for the construction, operation, and maintenance of 
a major project located on Manti Creek, in Sanpete County, Utah, affecting 
lands of the United States within the Manti National Forest; and 

It appearing to the Commission that: 

(a) Applicant on March 25, 1939, filed application for preliminary permit for 
the same project, and on January 27, 1940, requested its withdrawal; 

(b) The project consists of (i) a main pipe line used to convey the water 
of 9 springs at the headwaters of Manti Creek to the power house, the water 
of the springs being diverted by 9 pipe lines, varying from 3 inches to 6 
inches in diameter and aggregating 10,495 feet in length, to a collecting box 
5 feet by 5 feet by 5 feet, the total length of the main pipe line from the 
collecting box to the power house being 5.361 miles, consisting of 1.438 miles 
of 8-inch 2.229 miles of 10-inch, and 1.694 miles of 85-inch pipe; (ii) a 530 
horsepower water wheel overhung on a 500 kva-generator; and (iii) a 2,300-volt 
transmission line 9,650 feet long connecting the new power house with the old 
power plant located about a mile and a half down the canyon; and oceupies 
89.08 acres, exclusive of transmission line right-of-way, of which 88.33 acres 
are within the Manti National Forest and 0.746 acres are on vacant public land, 
the transmission line being 1.828 miles long, of which 0.935 mile occupies a 
right-of-way 100 feet wide across vacant public lands; 

(c) By Commission letter, dated April 4, 1939, applicant was advised that 
the construction of the project at applicant’s risk would not prejudice con- 
sideration by the Commission of an application for license therefor, provided 
approval be obtained from the Secretary of the Interior and the Secretary of 
Agriculture ; 

(d) The Under Secretary of Commerce has reported that there is no present 
need for fish protection at the project site; 

(e) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary for the Secretary of Agriculture, who has supervision over 
the Manti National Forest, has reported favorably under section 4 (e) of the 
Federal Power Act, and the Acting Secretary of the Interior has reported 
similarly ; 
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The Commission, having considered the application and the record thereon, 
finds: 

(1) That inasmuch as the project is almost completely constructed, no useful 
purpose will be served by the issuance of a preliminary permit; 

(2) That the applicant is a corporation organized under the laws of the 
State of Utah and has submitted satisfactory evidence of compliance with all 
applicable state laws insofar as necessary to effect the purpose of a license 
for the project; 

(3) That no other application for a similar project or in conflict with the 
present application is before the Commission ; 

(4) That the project does not affect any Government dam or navigable 
water of the United States, and, under the circumstances, is best adapted to a 
comprehensive plan for the improvement and utilization of water power devel- 
opment and for other beneficial public uses, including recreational purposes; 

(5) That the issuance of a license as hereinafter provided will not interfere or 
be inconsistent with the purposes for which the Manti National Forest was cre- 
ated or acquired, nor with any reservation or withdrawal of public lands of the 
United States, nor will it affect the development of any water power resources 
for public purposes which should be undertaken by the United States itself; 

(6) That the installed capacity of the project is about 530 horsepower and 
the proposed use of the energy generated thereby is for residential and com- 
mercial use in and around Manti City; 

(7) That the amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the cost of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of the lands, including the transmission line right-of-way, 
is reasonable as hereinafter fixed and specified ; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(9) That the maps and specifications filed as part of the application and 
designated as exhibits J, K, L, sheets 2 and 3 (FPC Nos. 1574-2 and 3), and 
I and M, respectively, conform to the Commission’s rules and regulations; and 

The Commission orders: 

(A) That the aforesaid request for withdrawal of application for prelimi- 
nary permit be and it is hereby granted; 

(B) That a license be issued to the applicant for a period of 50 years for 
the construction, operation, and maintenance of the project on the aforesaid 
lands of the United States, subject to the provisions of the Act and the rules 
and regulations thereunder ; 

(C) That the license shall contain the usual conditions and provisions for 
licenses for such projects on such lands; 

(D) That the license shall provide that, after the first 20 years of operation 
of the project, 6 percent per annum shall be the specified rate of return on 
the net investment in the project for determining surplus earnings in accord- 
ance with the provisions of section 10 (d) of the Act, for the establishment 
and maintenance of amortization reserves to be held until the termination of 
the license, or in the discretion of the Commission, to be applied from time to 
time in reduction of the net investment in the project, and one-half of all sur- 
plus earnings in excess of 6 per cent per annum received in any calendar, year 
shall be paid into and held in such amortization reserves ; 
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(E) That subject to the provisions of section 10 (e) of the Act, the annual 
charges under the license shall be: 

(i) For the purpose of reimbursing-the United States for the cost of admin- 
istration of Part I of the Act, 1 cent per horsepower on 530 horsepower in- 
stalled capacity, plus 2% cents per 1,000 kilowatt-hours of energy generated by 
the project during the preceding fiscal year ended June 30; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, including the transmission line right-of- 
way, 66.27; 

(F) That the maps and specifications specified in finding (9) above be and 
they are hereby approved as part of the license. 


Authorization pursuant to section 305 (b) of the Federal Power Act 
David 8S. Soliday 
(Docket No. ID-911) 
May 21, 1940 


It appearing to the Commission that: 

(a) On March 4, 1940, David S. Soliday, 1420 Walnut Street, Philadelphia, 
Pennsylvania, filed an application and on March 18, April 5, and April 26, 1940, 
filed supplemental information in relation thereto, pursuant to section 305 (b) 
of the Federal Power Act for authority to hold the following positions: Direc- 
tor, Mountain States Power Company; and, partner, Hopper, Soliday & Com- 
pany ; 

(b) On February 5, 1940, applicant was appointed to the above position of 
director of Mountain States Power Company by the United States District 
Court of Delaware, In the matter of Mountain States Power Company, No. 
1286—In proceedings for reorganization under section 77B of the Bankruptcy 
Act; 

The Commission, having considered said application, upon the information 
therein contained and other information in relation thereto, furnished by the 
applicant, finds: 

That applicant has made due showing in the form and manner prescribed 
by this Commission that neither public nor private interests will be adversely 
affected by his holding the following positions, pending the further order of 
the Commission in regard thereto: Director, Mountain States Power Company ; 
and partner, Hopper, Soliday & Company ; 

And the Commission orders: 

That until further order of the Commission, said applicant be and he is 
hereby authorized to hold the positions described in the above finding, subject 
to the provisions of Part 45 of the rules of practice and regulations of the 
Commission and to the specific reservation of the right of the Commission to 
require said applicant to make further showing that neither public nor pri- 
vate interests will be adversely affected by his holding of said positions: Pro- 
vided, however, that the authorization to hold the position of director in Moun- 
tain States Power Company shall automatically terminate when and if appli- 
cant ceases to hold appointment by the court as director of said company and 
in any event within 60 days from the termination of the proceedings and the 
entry of a final decree of the United States District Court of Delaware closing 
the case, In the matter of Mountain States Power Company, No. 1286—In pro- 
ceedings for reorganization under section 77B of the Bankruptcy Act. 
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Order authorizing the issuance of securities 
Otter Tail Power Company 
(Docket No, IT-5635) 

May 28, 1940 


Upon application filed April 19, 1940, and information filed supplemental 
thereto, by Otter Tail Power Company, a corporation having its principal 
business office at 125 South Mill Street, Fergus Falls, Minnesota, hereinafter 
referred to as the applicant, for an order pursuant to section 204 of the 
Federal Power Act authorizing and approving the issue by it of not to exceed 
13,346 of its $4.50 dividend preferred shares without par value in exchange for 
its outstanding $5.50 dividend preferred shares without par value to be called 
for redemption on July 1, 1940, and not otherwise; also authorizing and ap- 
proving the issue of its unsecured note to the First National Bank and Trust 
Company of Minneapolis, Minnesota, in such amount not to exceed $900,000 as 
may be necessary in addition to funds available in its treasury, to effect such 
exchange and redemption of securities; and 

It appearing that: 

(a) The applicant proposes to call all of its outstanding $5.50 dividend pre- 
ferred shares which number 13,346 shares and to pay the redemption price of 
$100 per share plus accrued dividends to July 1, 1940, or to issue in exchange 
for each such share a $4.50 dividend preferred share without par value together 
with an additional sum not to exceed $2.00 in cash, plus accrued dividends ; 

(b) On July 1, 1940, the date of redemption, the applicant expects, on the 
basis of present operations, to have available in its treasury for the payment 
of the redemption price and for the payment of any bonus on exchanges of 
securities at least $450,000 in addition to the amount required for the July 1, 
1940, dividend payments on the outstanding preferred shares, and it proposes 
to defray any additional amount required by borrowing from the First Na- 
tional Bank and Trust Company of Minneapolis, Minnesota ; 

(c) The applicant has entered into a contract with the aforesaid bank for a 
loan of not to exceed $900,000 with interest on the unpaid balance at the rate 
of 2%, 24%4%, and 3% per annum for the first, second, and third year, respec- 
tively, $300,000 of said loan to mature July 1 in each of the years 1941, 1942, and 
1943 ; but if the loan is for less than the maximum amount of $900,000, principal 
payments of $300,000 per annum will nevertheless be payable; 

(d@) No underwriters’ or finders’ fees are proposed to be paid in connection 
with the transaction other than a commitment fee of $500 to the aforesaid 
bank, the amount of which is to be deducted from the first interest payable 
on any loan received by it under the above-mentioned contract; and the total 
expenses of the transaction, other than the cash payments in connection 
with the exchange referred to in paragraph (a) above, the applicant estimates 
at $2,600; 

(e) Written notices of said application have been duly given the Board of 
Railroad Commissioners of the State of North Dakota, the Public Utilities 
Commission of the State of South Dakota, the Railroad and Warehouse Com- 
mission of the State of Minnesota, and the respective Governors of said States; 
and 

(f) No protest or objection to the granting of the application or request for 
opportunity to be heard has been received, and the applicant has expressly 
waived hearing thereon; 
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Upon consideration of the application, the information contained therein 
and supplemental information which has been submitted, the Commission finds: 

(1) That the applicant is a corporation organized under the laws of Minne- 
sota and is engaged principally in the business of generating, transmitting and 
distributing electric energy within the States of Minnesota and North Dakota 
and transmitting to and distributing electric enelgy within the State of South 
Dakota ; 

(2) That the applicant owns and operates facilities for the transmission 
and sale at wholesale of electric energy which is transmitted between and 
among the aforesaid three States and consumed by persons other than the 
transmitter at points outside the respective States from which it is transmitted, 
and the applicant is a public utility within the meaning of that term as used 
in section 204 of the Federal Power Act; 

(3) That the applieant’s proposed issues of its $4.50 dividend preferred 
shares and of its unsecured note, as hereinabove referred to, constitute issues 
of securities within the purview of section 204 (a) of the Federal Power Act; 

(4) That the proposed issue of $4.50 dividend preferred shares of no par 
value in exchange for outstanding $5.50 dividend preferred shares will, to the 
extent such exchanges are made, result in a reduction in the annual fixed 
dividend requirements of the applicant; 

(5) That on the basis of the present rate of income, the applicant will have 
sufficient funds on hand to discharge at maturity the aforesaid note; such note 
is a reasonable means for aiding the accomplishment of the exchanges of 
shares and, to the extent that it is utilized to redeem the outstanding $5.50 
dividend preferred shares, will substitute advantageous interest rates for 
present fixed dividend requirements, thereby reducing the applicant’s fixed annual 
cash requirements ; 

(6) That the proposed issues are for a lawful object, within the corporate 
purposes of the applicant and compatible with the public interest, which is 
consistent with the proper performance by the applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purpose; 

The Commission orders: 

(A) That the proposed issue of $4.50 dividend preferred stock and the issue 
of a note in accordance with the terms of said application as supplemented by 
additional information be and the same hereby are authorized and approved 
subject to the following terms and conditions: 

(i) The $4.50 dividend preferred shares shall be issued only to the extent 
acceptances are received to the applicant’s exchange offer as referred to above 
and set forth in full in exhibit “O” to the application ; 

(ii) The aforesaid bank loan shall be limited to such amount as, together 
with the $450,000 expected to be available in the applicant’s treasury on July 1, 
1940, may be necessary for the redemption of $5.50 dividend preferred shares 
plus expenses, in any event not to exceed the amount of $900,000 and provided 
further that the proceeds of such bank loan shall be used only for the redemp- 
tion of said shares; 

(iii) The resolution of the founders common share holders, reducing the 
stated capital of the applicant, as proposed in exhibit “A-1” to said applica- 
tion, shall be adopted prior to the issue of any of the shares herein authorized 
and a certified copy thereof shall promptly thereafter be filed with this Com- 
mission ; 

(B) That the foregoing authorization is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, valua- 
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tions, estimates or determinations of costs, services, accounts, or any other 
matter whatsoever which may come before this Commission or such other 
regulatory body; and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted by the applicant; 

(C) That nothing in this order shall be construed to imply any guaranty 
or obligation on the part of the United States in respect to any of the securities 
to which this order relates; 

(D) That this authorization shall expire 90 days after the entry of this order. 


Order permitting city of Toledo, Ohio, to intervene 


Hope Natural Gas Company 
(Docket No. G—113) 
May 28, 1940 


It appearing to the Commission that: 

(a) On May 22, 1940, the city of Toledo, Ohio, filed a petition for leave to inter- 
vene in and become a party to the above entitled proceeding ; 

(b) The participation of the city of Toledo, Ohio, in the above entitled pro- 
ceeding may be in the public interest ; 

The Commission orders: 

That the city of Toledo, Ohio, be and it is hereby permitted to become an inter- 
vener and party to the above entitled proceeding, subject to the rules and regula- 
tions of this Commission; provided, however, that the admission of the city of 
Toledo, Ohio, as an intervener and party shall not be construed as recognition 
by the Commission that such party might be aggrieved by any order of the Com- 
mission issued in the above-entitled proceeding. 


Order disallowing proposed increased rates and charges 
Mississippi River Fuel Corporation 
(Docket No. G—139) 
May 31, 1940 


It appearing to the Commission that: 

Pursuant to its order of September 29, 1939, a public hearing was held in the 
above entitled matter on December 12, and 13, 1939, and on April 3, 1940, at 
which hearing Mississippi River Fuel Corporation, as respondent, appeared and 
produced such evidence as it deemed pertinent to the issues involved in this pro- 
ceeding and briefs have been filed by said respondent and by Commission counsel ; 

The Commission, having considered the record herein and the briefs of counsel 
for respondent and for the Commission, finds: 

(1) That on August 24, 1938, the Mississippi River Fuel Corporation filed with 
the Federal Power Commission its agreement, dated August 26, 1936, with the 
Illinois Power and Light Corporation (predecessor to the Illinois Iowa Power 
Company), designated in the files of the Commission as Mississippi River Fuel 
Corporation rate schedule F. P. C. No. 17, providing for the sale of natural gas 
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by the Mississippi River Fuel Corporation to the Illinois Power and Light Com- 
pany for resale for ultimate public consumption ; 

(2) That by the terms of said agreement of August 26, 1936, it was to continue 
in effect for a period of two years from and after August 1, 1936, and has since 
been extended to and including September 30, 1939, by certain supplemental 
agreements of various dates which have been filed with the Commission and are 
designated in the files of the Commission as supplements Nos. 2, 3, 4, and 6 to 
Mississippi River Fuel Corporation rate schedule F. P. C. No. 17; 

(3) That on August 31, 1989, the Mississippi River Fuel Corporation filed with 
the Commission its supplemental agreement, dated July 31, 1939, with the Illinois 
Iowa Power Company, designated in the files of the Commission as supplement 
No. 7 to Mississippi River Fuel Corporation rate schedule FPC No. 17, providing 
that the rates and charges which were in effect at the date of such filing, as set 
forth in said rate schedule FPC No. 17, should remain and continue in effect to 
and including December 31, 1989, after which last named date increased rates 
and charges, as set forth in said supplement No. 7, were proposed to be made 
effective, and said supplement No. 7 further provides that all other terms and 
conditions of the said agreement of August 26, 1936 (rate schedule FPC No. 17), 
shall remain and continue in effect for an indefinite period ; 

(4) That by order of September 29, 1939, the Commission, acting pursuant to 
the provisions of section 4 of the Natural Gas Act, entered upon a hearing con- 
cerning the lawfulness of the rates and charges contained in said supplement 
No. 7 to Mississippi River Fuel Corporation rate schedule FPC No. 17, which 
rates and charges were proposed to be made effective as of January 1, 1940; 

(5) That by said order of September 29, 1939, the Commission suspended the 
proposed increased rates and charges for the sale of natural gas for resale for 
ultimate public consumption, which were proposed to be made effective on Janu- 
ary 1, 1940, for a period of five months beyond January 1, 1940, unless the Com- 
mission should thereafter otherwise order ; 

(6) That Mississippi River Fuel Corporation is engaged in the business of: 
purchasing natura] gas in the natural gas fields located within the State of 
Louisiana ; transporting the natural gas so purchased into the states of Arkansas, 
Missouri, and [llinois, and there selling a portion of such natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial, or other 
use ; 

(7) That one of the persons to whom Mississippi River Fuel Corporation sells 
such natural gas is the Illinois lowa Power Company, delivery being made at a 
point at or near Hast St. Louis, Illinois; 

(8) That the sale of natural gas by the Mississippi River Fuei Corporation to 
the Illinois Iowa Power Company pursuant to the provisions of supplement No. 7 
to Mississippi River Fuel Cornoration rate schedule FPC No. 17 is a sale in 
interstate commerce of natural gas for resale for ultimate public consumption 
for domestic, commercial, industrial, or other use; 

(9) That under the provisions of section 4 (e) of the Natural Gas Act the 
burden of proof, at the hearing held in this matter, to show that the proposed 
increased rates or charges are just and reasonable was upon the respondent ; 

(10) That respondent has failed to adduce evidence to show the amount of 
its investment in property used, useful, or necessary in connection with the 
operations of said corporation involved in the sale of such natural gas to said 
Illinois Iowa Power Company either at the currently effective or the proposed 
increased rates and charges: 

(11) That respondent has failed to adduce evidence to show the existing ac- 
crued depreciation of its property used, useful, or necessary in connection with 
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the operations of said corporation involved in the sale of such natural gas to 
said Illinois Iowa Power Company at the currently effective or the proposed 
increased rates and charges; 

(12) That respondent has failed to adduce evidence to show its operating ex- 
penses and the annual requirements for depreciation in connection with the 
operations involved in the sale of such natural gas-to said Illinois lowa Power 
Company either at the currently effective or the proposed increased rates and 
charges ; 

(18) That respondent has failed to adduce evidence to show what would con- 
stitute a reasonable return on its investment in property used, usefnl, or neces- 
sary in its operations involved in the sale of such natural gas to the Illinois 
Iowa Power Company ; 

(14) That respondent does not contend that it is not now earning a reasonable 
return on its investment in property used, useful, or necessary in its operations 
involved in the sale of such natural gas to said Illinois Iowa Power Company ; 

Wherefore, the Commission further finds: 

(15) That Mississippi River Fuel Corporation is engaged in the transportation 
of natural gas in interstate commerce, and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption for domestic, commercial, 
industrial, or other use; 

(16) That Mississippi River Fuel Corporation is a natural-gas company within 
the meaning of the Natural Gas Act; 

(17) That the rates and charges contained in said supplement No. 7 to Missis- 
sippi River Fuel Corporation rate schedule FPC No. 17, which were proposed 
to be made effective as of January 1, 1940, constitute a proposed change of rates 
and charges and said supplement No. 7 is a new schedule within the meaning of 
sections 4 (d) and 4 (e) of the Natural Gas Act; 

(18) That Mississippi River Fuel Corporation has failed to sustain the burden 
of proof imposed by said section 4 (e) to show that the proposed increased rates 
and charges are just and reasonable; 

The Commission orders: 

(A) That the increased rates and charges for the sale of natural gas by the 
Mississippi River Fuel Corporation to the Illinois Iowa Power Company for 
resale for ultimate public consumption as contained in supplement No. 7 to 
Mississippi River Fuel Corporation rate schedule FPC No. 17, which were pro- 
posed to be made effective as of January 1, 1940 shall not be or become effective ; 

(B) That the rates and charges contained in said Mississippi River Fuel 
Corporation rate schedule FPC No. 17, as modified by supplement No. 7 thereto, 
and which were in effect on December 31, 1939, for natural gas sold by said 
Mississippi River Fuel Corporation to said Illinois Iowa Power Company for 
resale for ultimate public consumption shall be and remain in force and effect 
until further order of the Commission. 


Order authorizing issuance of license (major) 
Star Valley Power and Light Company 
(Project No. 1651) 

June 4, 1940 


Upon application filed December 1, 1989, by Star Valley Power and Light Com- 
pany of Afton, Wyoming, for license for the construction, operation, and mainte- 
nance of a major project located on Swift Creek, Lincoln County, Wyoming, 
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affecting lands of the United States within the Wyoming National Forest, 
Wyoming; and 

It appearing to the Commission that: 

(a) The proposed project, which consists of a gravity dam approximately 
20 feet high, a 30-inch pipe line 7,082 feet long, a surge tank, a powerhouse 
with appurtenant works, and a 2,300-volt transmission line approximately 0.90 
mile long to connect the proposed plant with the generating plant of project 
No. 910, will occupy (exclusive of the transmission line right-of-way) approxi- 
mately 8.18 acres of lands of the United States within the Wyoming National 
Forest, in Lincoln County, Wyoming; 

(b) By letter dated December 28, 1939, the Commission requested the Forest 
Service to advise the applicant that construction of the transmission line and the 
performance of such work as surveying, clearing of the site, and other preliminary 
operations, at applicant’s risk, would not prejudice consideration by the Commis- 
sion of the pending application fer license, provided such prelicense operations 
had the approval of the Forest Service ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the State 
of Wyoming and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project; 

(2) That no other application for the use of the aforesaid lands or in conflict 
therewith is before the Commission ; 

(3) That notice of the application has been duly published and there are no 
protests or objections thereto ; 

(4) That the project does not affect any Government dam or navigable water 
of the United States, and, under the circumstances, is best adapted to a compre- 
hensive plan for the improvement and utilization of water power development and 
for other beneficial public uses, including recreational purposes ; 

(5) That the issuance of a license will not affect the development of any water 
power resources for public purposes which should be undertaken by the United 
States itself; 

(6) That the ultimate horsepower capacity hereafter authorized by the license 
to be installed in the project will be about 500 horsepower and the energy gener- 
ated thereby will be used to supply electric service to the city of Afton, Wyoming; 

(7) That the amount of annual charges to be paid under the license for the 
purposes of reimbursing the United States for the cost of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, occupancy, 
and enjoyment of its lands, including the transmission line right-of-way, is 
reasonable as hereinafter fixed and specified and provided for; 

(8) That in accordance with section 10 (d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to be 
paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(9) That the maps and plans filed as exhibits with the application for license 
are not in conformity with the Commission’s rules and regulations, and require 


revision so as to show more clearly the project area and the changes in the design 
of the dam ; and 


The Commission orders: 


(A) That a license be issued to the applicant for a period of 50 years for the 
operation and maintenance of the project on the aforesaid lands of the United 


States, subject to the provisions of the Act and the rules and regulations there- 
under ; 
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(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects on such lands, and any conditions that the Secretary 
of any Department whose interests are affected may hereafter deem necessary 
for the adequate protection and utilization of the lands of the United States 
involved ; 

(C) That the license shall provide that, after the first 20 years of operation of 
the project, 6 percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings in accordance 
with the provisions of section 10 (d) of the Act, for the establishment and 
maintenance of amortization reserves to be held until the termination of the 
license, or in the discretion of the Commission, to be applied from time to time 
in reduction of the net investment in the project, and one-half of all surplus 
earnings in excess of 6 percent per annum received in any calendar year shall 
be paid into and held in such amortization reserves: 

(D) That subject to the provisions of section 10 (e) of the Act, and the rules 
and regulations of the Commission thereunder, the amount of annual charges 
under the license be and it hereby is fixed and provided for as follows: 

(i) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower of the ultimate 
horsepower capacity authorized to be installed by the license, plus two and 
ene-half (214) cents per thousand kilowatt-hours of energy generated by the 
project during the preceding fiscal year ended June 30; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, excluding the transmission line right-of- 
way, $32.72; 

(iii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands occupied by the transmission line right-of- 
way, an amount based upon the length and width of the line, as determined 
by the Commission from appropriate maps to be filed by applicant ; 

(E) That the applicant shall submit within 30 days of the date of this 
order revised maps and plans, which, when approved by the Commission, shall 
become part of the license for the project. 


Order fixing date of hearing and suspending rate schedules 
Kentucky Natural Gas Corporation 
(Docket No. G—174) 
June 4, 1940 


it appearing to the Commission that: 

(a) On April 15, 1940, Kentucky Natural Gas Corporation filed with the 
Commission a general schedule of rates, issued April 15, 1940, tentatively 
designated in the files of the Commission as Kentucky Natural Gas Corporation 
rate schedule FPC-A which contains several rates, designated by the corpora- 
tion as rates G-1, G-2 and G-3; 

(b) The letter of transmittal accompanying said rate schedules FPC-A ad- 
vises that these rate schedules are “intended to apply to all customers, except 
those whose present supply contracts have not expired at the effective date 
of the enclosed schedule. It is intended to apply also to such contract cus- 
tomers, as their present contracts expire.” A list of the customers served by 
the Kentucky Natural Gas Corporation under rate schedules now on file with 
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the Commission and their designation is attached as exhibit A and made a 
part hereof ; 

(c) The proposed rates contained:.in said rate schedules FPC-A are am- 
biguous as to their availability to the various customers of the Kentucky 
Natural Gas Corporation and as to their proper application ; 

(d@) The Kentucky Natural Gas Corporation at this time has not submitted 
information as to the effect the substitution of the proposed rates would have 
upon the bills of all its customers listed in exhibit A, to whom they are in- 
tended to apply, nor other information required by the Commission’s Pro- 
visional Rules of Practice and Regulations Under the Natural Gas Act where 
proposed changes in rates are filed (except as hereinafter indicated with respect 
to certain sales to the Kentucky-Tennessee Light and Power Company) ; 

(e) On December 8, 1938, the Kentucky Natural Gas Corporation filed with 
the Commission an agreement, dated June 5, 1930, and a supplemental agree- 
ment dated January 30, 1931, between the Missouri-Kansas Pipe Line Company, 
assignor to the Kentucky Natural Gas Corporation, and Kentucky-Tennessee 
Light and Power Company, designated in the files of the Commission as Ken- 
tucky Natural Gas Corporation rate schedule FPC No. 2 and supplement No. 1 
thereto, respectively, providing for the sale of natural gas to the Kentucky- 
Tennessee Light and Power Company for resale for ultimate public consumption ; 

(f) On April 29, 1940, the Kentucky Natural Gas Corporation filed with the 
Commmission a document, dated April 27, 1940, providing that its rate G-1l 
would be applied to all sales to the Kentucky-Tennessee Light and Power Com- 
pany of natural gas for resale for ultimate public consumption on and after 
June 5, 1940. For its specific application to this sale, rate G—1 has been desig- 
nated as Kentucky Natural Gas Corporation rate schedule FPC No. 21 and 
the letter of April 27, 1940, as supplement No. 1 to FPC No. 21; 

(g) The schedule thus proposed to be made effective on June 5, 1940, provides 
for an increase in the rates or charges for the sale of natural gas to the Kentucky- 
Tennessee Light and Power Company ; 

(h) Said document dated April 27, 1940, designated in the files of the Commis- 
sion as supplement No. 1 to said rate schedule FPC No. 21, sets forth certain 
statements purporting to justify the proposed increased rates or charges; 

(i) On May 27, 1940, the Kentucky-Teunessee Light and Power Company 
filed with the Commission a protest against such proposed schedule of increased 
rates or charges and requested that the effective date thereof be suspended and 
that hearing be he'd thereon ; 

(j) The schedule of increased rates or charges contained in said Kentucky 
Natural Gas Corporation rate schedule FPC No. 21 and supplement No. 1 thereto, 
which are proposed to be made effective on June 5, 1940, may result in excessive 
rates or charges to the Kentucky-Tennessee Light and Power Company or place an 
undue burden upon ultimate consumers of natural gas, which increased rates or 
charges have not been shown to be justified ; 

(k) The proposed general changes of rates contained in said rate schedules 
FPC—A may result in excessive rates or charges to purchasers of gas thereunder 
or place an undue burden upon ultimate consumers of natural gas and said 
changes of rates or charges have not been shown to be justified ; 

The Commission finds: 

That it is necessary, desirable, and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed changes in rates 
or charges, and that said proposed changes in rates or charges be suspended 
pending such hearing and the decision thereon ; 

































752 FEDERAL POWER COMMISSION 


The Commission, upon its own motion, orders: 

(A) That a public hearing be held on July 15, 1940, at 10 o’clock a. m., E. 8. T., 
in the hearing room of the Federal Power Commission, 1800 Pennsylvania Ave- 
nue N.W., Washington, D. C., concerning the lawfulness of the rates or charges 
contained in said Kentucky Natural Gas Corporation rate schedule FPC No. 21 
and supplement No. 1 thereto, which are proposed to be made effective as of 
June 5, 1940, for the sale of natural gas to the Kentucky-Tennessee Light and 
Power Company for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or any other use and concerning the lawfulness of any pro- 
posed changes of rates or charges contained in said rate schedules FPC—A ; 

(B) That pending such hearing and decision thereon, the schedule of increased 
rates or charges contained in said rate schedule FPC No. 21 and supplement No. 
1 thereto, which is proposed to be made effective as of June 5, 1940, except in- 
sofar as it may provide for the sale of natural gas for resale for ultimate public 
consumption for industrial use only, be and it is hereby suspended until) No- 
vember 5, 1940, or until such time thereafter as said schedule shall have been 
made effective in the manner prescribed by section 4 (e) of the Natural Gas Act, 
unless the Commission shall hereafter otherwise order ; 

(C) That during the said period of suspension the rates and charges now 
being collected and received by the Kentucky Natural Gas Corporation from the 
Kentucky-Tennessee Light and Power Company, as provided in Kentucky Natural 
Gas Corporation rate schedule FPC No. 2, except insofar as they may be for 
the sale of natural gas for resale for industrial use only, shall remain and con- 
tinue in full force and effect ; 

(D) That pending such hearing and decision thereon, the said rate schedules 
FPC-—A, insofar as they propose or are intended to make changes in any of 
the Kentucky Natural Gas Corporation rate schedules listed in exhibit A be 
and the same are hereby suspended, for a period of five months beyond any 
proposed effective date thereof ; 

(E) That at such hearing, the burden of proof to show that any of the afore- 
said proposed increased rates or charges are just and reasonable shall be upon 
the Kentucky Natural Gas Corporation. 


ExuHisir A 


Rate schedules of Kentucky Natural Gas Corporation on file with Federal Power 
Commission 


FPC No. Purchaser FPC No. Purchaser 
City of Henderson, Kentucky. 9 Southern Indiana Gas & Electric Co. 


Kentucky-Tennessee Light and 10 Universal Gas Co. 
Power Co. 11 Indiana Gas & Chemical Corpora- 
F. E. Scott. tion. 
Boonville Natural Gas Corporation. Owensboro Gas Co. 
City of Linton, Indiana. 5 Livermore Gas Service. 
Western Kentucky Gas Co. Kentucky Public Service Co, 
Indiana-Kentucky Natural Gas Cor- Woodburn Gas Co. 
poration. Hoosier Gas Corporation, 
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Finding of Commission 
Nantahala Power and Light Company 
(Docket No. DI-156) 
June 7, 1940 


Upon declaration of intention filed May 2, 1940, pursuant to section 23 (b) of 
the Federal Power Act, by the Nantahala Power and Light Company of 
Franklin, North Carolina, to construct a hydroelectric project, called the 
Nantahala project, on the Nantahala River in Macon County, North Carolina; 
and 

It appearing to the Commission, after investigation of the proposed con- 
struction, consideration of the declaration of intention, and all pertinent records, 
that: 

(a) The declarant is a corporation organized and operating under the laws 
of the State of North Carolina ; 

(b) The proposed project would consist of a dam having a maximum height 
vf 260 feet, creating a reservoir with gross storage capacity of 140,000 acre-feet 
and usable storage capacity of 130,000 acre-feet, a tunnel and steel conduit 
some five miles in length extending to a power plant with a turbine installation 
of 63,000 horsepower in one unit; 

(c) The aforesaid tunnel and conduit will cross a tract of land acquired 
from the declarant by the United States, for inclusion in the Nantahala 
National Forest, subject to a reservation of rights permitting construction and 
operation of said tunnel and conduit by the declarant ; 

(d) The proposed project is for the purpose of producing electric power 
for distribution by the declarant to the public and for sale to an affiliated 
company engaged in the manufacture of aluminum; 

(e) The Nantahala River is a tributary of the Little Tennessee River, a 
navigable water of the United States; 

(f) Construction and operation of the project as proposed by the declarant 
would not affect any lands or reservations of the United States; 

(g) Construction and operation of the project as proposed by the declarant 
would not substantially affect the navigable capacity of any navigable water 
of the United States; 

(h) Effects on the navigable capacity of the Little Tennessee River which 
may be caused by the operation of the existing Calderwood, Cheoah, and 
Santeetlah hydroelectric projects located in the Little Tennessee River basin 
near the Tennessee-North Carolina state line would not be appreciably modified 
by the construction and operation of the Nantahala project; and 

The Commission finds: 

That the interests of interstate or foreign commerce would not be affected 
by the construction of the project proposed in the aforesaid declaration of 
intention: Provided, That this finding shall not be construed as relating to 
any effects on the interests of interstate commerce which might be caused 
by the aforesaid Calderwood, Cheoah, and Santeetlah hydroelectric projects 
or any other hydroelectric projects, existing or prospective, within the basin of 
the Little Tennessee River: And provided further, That this action shall 
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not be construed as authorizing the construction of the proposed tunnel and 
conduit outside of the limits of the area reserved by the declarant for that 
purpose when the tract through which said tunnel and conduit will pass was 
acquired from declarant by the United States pursuant to an order and decree 
of the District Court of the United States for the Western District of North 
Carolina. 


Finding of Commission 
Nantahala Power and Light Company 
(Docket No. DI-157) 

June 7, 1940 


Upon declaration of intention filed May 2, 1940, pursuant to section 23 (b) 
of the Federal Power Act, by the Nantahala Power and Light Company of 
Franklin, North Carolina, to construct a hydroelectric project, called the Glen- 
ville project, on the West Fork of the Tuckasegee River in Jackson County, 
North Carolina; and 

It appearing to the Commission, after investigation of the proposed con- 
struction, consideration of the declaration of intention, and all pertinent 
records, that: 

(a) The declarant is a corporation organized and operating under the laws 
of the State of North Carolina ; 

(b) The proposed project would consist of a dam having a maximum height 
of 148 feet, creating a reservoir with gross storage capacity of 71,000 acre- 
feet and usable storage capacity of 68,000 acre-feet, a tunnel some three miles 
in length extending to a power plant with a turbine installation of 30,000 
horsepower in one unit; 

(c) The proposed project is for the purpose of producing electric power 
for distribution by the declarant to the public and for sale to an affiliated 
company engaged in the manufacture of aluminum; 

(d) The Tuckasegee River is a tributary of the Little Tennessee River, a 
navigable water of the United States; 

(e) Construction and operation of the project as proposed by the declarant 
would not affect any lands or reservations of the United States; 

(f) Construction and operation of the project as proposed by the declarant 
would not substantially affect the navigable capacity of any navigable water 
of the United States; and 

(g) Effects on the navigable capacity of the Little Tennessee River which 
may be caused by the operation of the existing Calderwood, Cheoah, and San- 
teetlah hydroelectric projects located in the Little Tennessee River basin near 
the Tennessee-North Carolina State line would not be appreciably modified by 
the construction and operation of the Glenville project; and 

The Commission finds: 

That the interests of interstate or foreign commerce would not be affected 
by the construction of the project proposed in the aforesaid declaration of 
intention: Provided, That this finding shall not be construed as relating to any 
effects on the interests of interstate commerce which might be caused by the 
aforesaid Calderwood, Cheoah, and Santeetlah hydroelectric projects or any 
other hydroelectric projects, existing or prospective, within the basin of the 
Little Tennessee River. 
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Order allowing intervention 
New York State Natural Gas Corporation 
(Docket No, G—162) 
June 11, 1940 


It appearing to the Commission that: 

(a) On May 25, 1940, the Pennsylvania Public Utility Commission filed a 
petition with this Commission for leave to intervene herein ; 

(b) The participation of the Pennsylvania Public Utility Commission in this 
proceeding is in the public interest ; 

The Commission orders: 

That the Pennsylvania Public Utility Commission be and it is hereby permitted 
to become an intervener and party to this proceeding, subject to the rules and 
regulations of this Commission; provided, however, that the admission of the 
said Commission as an intervener and party shall not be construed as recognition 
by the Commission that said party might be aggrieved by any order of the Com- 
mission issued in this proceeding. 


Order approving transfer of license 
Columbus Electric and Power Company and Georgia Power Company 
(Project No. 485) 
June 11, 1940 


Upon application filed March 22, 1940, by the Georgia Power Company of 
Atlanta, Georgia, as self-styled “successor by consolidation” to the Columbus 
Electric and Power Company of Columbus, Georgia, licensee of record for project 
No. 485, for approval of transfer of the project license to the Georgia Power 
Company; and 

It appearing to the Commission that: 

(a) The license for project No. 485, a major hydroelectric project at Bartlett’s 
Ferry on the Chattahoochee River, a navigable waterway of the United States, 
in Chambers and Lee Counties, Alabama, and Harris County, Georgia, was issued 
to the Columbus Electric and Power Company on December 15, 1924, for a period 
of 50 years; 

(b) Columbus Electric and Power Company by an agreement dated May 12, 
1930, purported to consolidate with the aforesaid Georgia Power Company, under 
the name of the latter, which agreement was certified by the Secretary of State 
of Georgia on June 26, 1930, as satisfying certain statutory provisions of that 
State; 

(c) Georgia Power Company thereafter operated and maintained the project 
without the requisite approval by the Commission of transfer of the project 
license or other appropriate authority from or by the Commission, although 
subject to protest it paid the annual charges imposed by the Commission under 
the project license; - 

(d) The Commission, by its order of January 25, 1940, required the Columbus 
Electric and Power Company and the Georgia Power Company to show cause 
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on or before March 1, 1940, why appropriate authorization should not be applied 
for and secured for the operation and maintenance of the project by the Georgia 
Power Company, or other action taken in the premises; 

(e) In response to the aforesaid order, the Georgia Power Company on Feb- 
ruary 26, 1940, filed a statement with the Commission in which it asked for 
approval of its operation and maintenance of the project, and on March 22, 1940, 
filed an application for approval of the transfer of the project license; 

The Commission, having considered the application and the entire project 
record, finds: 

(1) That the Georgia Power Company is a corporation organized under the 
laws of the State of Georgia and has submitted satisfactory evidence of com- 
pliance with all applicable State laws insofar as necessary for the operation of 
project No. 485, as required by section 9 (b) of the Federal Power Act; 

(2) That the amount of annual charges now. provided in article 22 of the 
project license to be paid by the licensee for the purpose of reimbursing the 
United States for the costs of administration of Part I of the Act, as computed 
under the regulations of the Commission in force when the license was issued, 
are less than should be required for a project of similar installed capacity and 
output, and are, therefore, unreasonable. In approving the transfer of license 
as hereinafter provided, sueh annual charges should be adjusted to conform to 
the schedule of charges specified in the rules and regulations of the Commission, 
and such adjusted charges as hereinafter fixed are reasonable ; 

(3) That approval of the transfer of the project license subject to the terms 
and conditions hereinafter specified will be consistent with the public interest ; and 

The Commission orders: 

That the transfer of the license for project No. 485 from the Columbus Electric 
and Power Company to the Georgia Power Company be approved, effective as of 
June 26, 1930, the date of conveyance of the project properties, and subject to 
the provisions of the Act, the rules and regulations of the Commission there- 
under, and the following special terms and conditions: 

(i) Article 22 of the project license shall be amended to provide that, subject 
to the provisions of section 10 (e) of the Act, the licensee hereafter shall pay 
to the United States as annual charges for the purpose of reimbursing it for the 
costs of administration of Part I of the Act, one (1) cent per horsepower on the 
ultimate horsepower capacity of the project authorized by the license to be in- 
stalled, plus two and one-half (244) cents per 1,000 kilowatt-hours of energy 
generated by the project during the fiscal year ending June 30 preceding the 
submission of a bil! therefor by the Commission ; 

(ii) That the transferor. shall deliver to and the transferee shall accept and 
permanently retain all maps, profiles, contracts, reports of engineers, accounts, 
books, records, and all other papers and documents relating to the original project 
and to all additions: thereto and betterments thereof in possession of the trans- 
feror as of the effective date of transfer ; 

(iii) That in effecting the transfer of the license and the rights granted there- 
under, neither the expenditures on account of the project nor the net investment 
therein shall be increased on account of the transfer ; 

(iv) That the transferee shall establish and maintain books and accounts in 
accordance with the prescribed system of accounts adopted by the Commission, 
and shall enter therein such items as may from time to time be determined by 
the Commission. 
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Order for hearing 
Southern Kraft Corporation 
(Docket No. IT-5600) 
June 11, 1940 


It appearing to the Commission that: 

(a) On March 12, 1940, the Commission ordered the Southern Kraft Cor- 
poration, a Delaware corporation owning and vperating a hydroelectric project 
on the Susquehanna River near York Haven, York County, Pennsylvania, to 
show cause by April 22, 1940, why: “It should not forthwith apply for and 
secure a license for the project under the Federal Power Act; or cease to 
operate the project without Federal authority; or why appropriate proceedings 
should not be instituted against it, or further orders issued by the Commission, 
to conserve and protect the interests of the United States in the premises$” 

(b) On April 20, 1940, the respondent filed an answer to the aforesaid order 
in which it objected to the proceedings so instituted and moved for their 
dismissal on the grounds that: 

(i) The project was fully constructed and lawfully in operation before the 
enactment of the Federal Water Power Act, and that the Federal Power Act 
does not by its terms confer on the Commission jurisdiction or authority to 
require licensing of such a project; 

(ii) The Commission is without jurisdiction or authority te enter such an 
order because the Act is void as transcending the power of Congress, as inter- 
fering with the proper authority of the States, and as depriving the respondent 
of its property without due process of law; and the general authority conferred 
on the Commission ‘by section 4 ¢g) of the Federal Power Act exceeds the 
power of Congress ; 

Without waiving any of these objections, the respondent stated its answer 
to the recitals in the order but without admitting the materiality thereof, to wit: 

(iii) It denied that the Susquehanna River is a navigable water of the 
United States, except in the State of Marylend, or that the river is subject to 
the jurisdiction of Congress; denied that the project affects the interests of 
interstate or foreign commerce in the navigation or navigable capacity of the 
river; denied that the projéct was constructed or is operated and maintained 
without appropriate authorization; denied that the construction, operation, or 
maintenance of the project was or is in violation of the Federal Power Act or 
that that Act has any application to the construction, operation, or maintenance 
of the project; averred that the project was constructed and is operated and 
maintained under and in accordance with the laws of the Commonwealth of 
Pennsylvania; and averred generally that the Commission has no authority 
over the project by reason of any provision of the Federal Power Act; 

(c) It will be in the public interest to hold a public hearing to determine the 
issues presented by the order of March 12, 1940, and the answer thereto filed 
April 20, 1940; 

The Commission orders: 

That a publie hearing to determine the issues presented by the aforesaid order 
of March 12, 1940, and the answer thereto filed April 20, 1940, be held beginning 
at 10 a. m., on September 9, 1940, in the hearing room of the Commission, 1800 
Pennsylvania Avenue N.W., Washington, D. C., for the purpose of ascertaining 
whether or not: 
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(i) Southern Kraft Corporation, a Delaware corporation, for the purpose of 
developing electric power, owns, operates, and maintains a hydroelectric project 
across, along, and in the Susquehanna River near York Haven, York County, 
Pennsylvania ; 

(ii) The Susquehanna River is a navigable water of the United States in 
the States of Pennsylvania and Maryland, including the stretch in which the 
project is located near York Haven, York County, Pennsylvania, and having 
such width, depth, channel, banks, and flow that it is used or suitable for use 
for the transportation of persons or property in interstate or foreign commerce ; 

(iii) The project is so operated and maintained that it affects the interest 
of interstate and foreign commerce in, or obstructs the navigation or navigable 
capacity of, the Susquehanna River ; 

(iv) The project was constructed, and is operated and maintained, under and 
in accordance with the terms of a permit or valid existing right-of-way granted 
prior to June 10, 1920 (within the meaning of those terms as used in section 
28 (b) of the Federal Power Act), or of a license granted pursuant to that Act; 

(v) The construction, operation, and maintenance of the project was and is 
in violation of the terms of the Federal Power Act or of any other act of Congress, 
including sections 9 and 10 of the Rivers and Harbors Act of March 3, 1899 
(30 Stat. 1151) ; 

(vi) The Southern Kraft Corporation should forthwith apply for, and secure 
from the Commission, appropriate authorization for the operation and main- 
tenance of the project in accordance with the pertinent provisions of the Federal 
Power Act and the rules of practice and regulations of the Commission 
thereunder ; 

(vii) The Southern Kraft Corporation should forthwith be required to cease 
and desist from the operation and maintenance of the project without Federal 
authority ; 

(viii) The Commission should forthwith request the Attorney General to insti- 
tute appropriate proceedings against the Southern Kraft Corporation, or enter 
such other and further order or orders as it may find appropriate, expedient, and 
in the public interest, to conserve and protect the interests of the United States 
in the Susquehanna River, a navigable water of the United States. 


Order allowing intervention 
Southern Kraft Corporation 
(Docket No. IT-5600) 
June 11, 1940 


Upon petition filed April 20, 1940, by the Pennsylvania Public Utility Commis- 
sion for leave to intervene in the proceedings initiated March 12, 1940, by the 
Federal Power Commission show cause order in the matter of Southern Kraft 
Corporation (docket No. IT-5600) ; and 

It appearing to the Commission that: 

(a) The aforesaid petition is based upon the relation of the hydroelectric 
project of the Southern Kraft Corporation on the Susquehanna River at York 
Haven, York County, Pennsylvania, to the similar project of the Metropolitan 
Edison Company concerned in the proceedings in docket No. IT-5601, in which 
the Pennsylvania Commission has also petitioned for permission to intervene; 
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(b) The intervention of the Pennsylvania Public Utility Commission in the 
aforesaid proceeding will be consistent with the public interest ; 

The Commission orders: e 

That the Pennsylvania Public Utility Commission be and it hereby is permitted 
to intervene in the aforesaid proceedings, subject to the rules of practice and 
regulations of the Federal Power Commission; provided, however, that such 
intervention shall not be construed as recognition by the Federal Power Com- 
mission that the Pennsylvania Public Utility Commission might be aggrieved by 
any order issued in such proceedings. 


Order for hearing 
Metropolitan Edison Company 
(Docket No. IT-5601) 
June 11, 1940 


It appearing to the Commission that: 

(a) On March 12, 1940, the Commission ordered the Metropolitan Edison Com- 
pany, a Pennsylvania corporation owning and operating a hydroelectric project 
on the Susquehanna River near York Haven, York County, Pennsylvania, to 
show cause by April 22, 1940, why: “It should not forthwith apply for and se- 
eure a license for the project under the Federal Power Act; or cease to operate 
the project without Federal authority ; or why appropriate proceedings should not 
be instituted against it, or further orders issued by the Commission to conserve 
and protect the interests of the United States in the premises ;” 

(b) On April 20, 1940, the respondent filed an answer to the aforesaid order 
in which it: 

(i) Asserted that the project was constructed and has since been operated and 
maintained pursuant to authorization by the Commonwealth of Pennsylvania 
antedating the Federal Water Power Act; 

(ii) Denied that the Susquehanna River is navigable within the meaning of 
the Act at the project site or is subject to Congressional jurisdiction, or that the 
project affects the navigable capacity of the river; 

(iii) Asserted that there is no legal requirement that the respondent should 
apply for and secure the authorization of the Commission for the operation and 
maintenance of the project, and that the Commission is without jurisdiction in 
the premises ; 

(iv) Asserted that the project constitutes property lawfully acquired before 
the enactment of the Act, is lawfully operated under the laws of the Common- 
wealth of Pennsylvania, and that if the Act be construed in the manner under- 
lying the order, then the Act is to that extent a violation of the Constitution of 
the United States; 

(v) Requested that the order be vacated, annulled and dismissed ; 

(c) It will be in the public interest to hold a public hearing to determine the 
issues presented by the order of March 12, 1940, and the answer thereto filed 
April 20, 1940; 

The Commission orders: 

That a public hearing to determine the issues presented by the aforesaid order 
of March 12, 1940, and the answer thereto filed April 20, 1940, be held beginning 
at 10 a. m., on September 9, 1940, in the hearing room of the Commission, 1800 


Pennsylvania Avenue N.W., Washington, D. C., for the purpose of ascertaining 
whether or not: 
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(i) Metropolitan Edison Company, a Pennsylvania corporation, for the pur- 
pose of developing electric power, owns, operates, and maintains a hydroelectric 
project across, along, and in the Susquehanna River near York Haven, York 
County, Pennsylvania ; 

(ii) The Susquehanna River is a navigable water of the United States in the 
States of Pennsylvania and Maryland, including the stretch in which the project 
is located near York Haven, York County, Pennsylvania, and having such width, 
depth, channel, banks, and flow that it is used or suitable for use for the trans- 
portation of persons or property in interstate or foreign commerce ; 

(iii) The project is so operated and maintained that it affects the interests of 
interstate and foreign commerce in, or obstructs the navigation or navigable 
capacity of, the Susquehanna River; 

(iv) The project was constructed, and is operated and maintained, under and 
in accordance with the terms of a permit or valid existing right-of-way granted 
prior to June 10, 1920 (within the meaning of those terms as used in section 
23 (b) of the Federal Power Act), or of a license granted pursuant to that Act; 

(v) The construction, operation, and maintenance of the project was and is in 
violation of the terms of the Federal Power Act or of any other Act of Congress, 
including sections 9 and 10 of the Rivers and Harbors Act of March 3, 1899 (30 
Stat. 1151) ; 

(vi) The Metropolitan Edison Company should forthwith apply for, and 
secure from the Commission, appropriate authorization for the operation and 
maintenance of the project in accordance with the pertinent provisions of the 
Federal Power Act and the rules of practice and regulations of the Commission 
thereunder ; 

(vii) The Metropolitan Edison Company should forthwith be required to cease 
and desist from the operation and maintenance of the project without Federal 
authority ; 

(viii) The Commission should forthwith request the Attorney General to in- 
stitute appropriate proceedings against Metropolitan Edison Company, or enter 
such other and further order or orders as it may find appropriate, expedient, and 
in the public interest, to conserve and protect the interests of the United States 
in the Susquehanna River, a navigable water of the United States. 


Order allowing intervention 
Metropolitan Edison Company 
(Docket No. IT-5601) 
June 11, 1940 


Upon petition filed April 20, 1940, by the Pennsylvania Public Utility Com- 
mission for leave to intervene in the proceedings initiated March 12, 1940, by the 
Federal Power Commission show cause order in the matter of Metropolitan Edison 
Company (docket No. IT-5601) ; and 

It appearing to the Commission that: 

(a) The aforesaid petition is based upon the effects the proceedings may 
have upon the operation of the hydroelectric project of the Metropolitan Edison 
Company on the Susequehanna River near York Haven, York County, Pennsyl- 
vania, and the rates and charges of the company, into the latter of which the 
aforesaid Pennsylvania Public Utility Commission is now conducting an inquiry 
and investigation ; 

(b) The intervention of the Pennsylvania Public Utility Commission in the 
aforvsaid proceedings will be consistent with the public interest ; 
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The Commission orders: 

That the Pennsylvania Public Utility Commission be and it is hereby permitted 
to intervene in the aforesaid proceedings, subject to the rules of practice and 
regulations of the Federal Power Commission; provided, however, that such 
intervention shall not be construed as recognition by the Federal Power Com- 
mission that the Pennsylvania Public Utility Commission might be aggrieved by 
any order issued in such proceedings. 


Order modifying order of approval 
The Twin State Gas and Electric Company 
(Docket No. IT-5513) + 
June 11, 1940 


It appearing to the Commission that: 

(a) Its order of March 12, 1940, authorizing and approving the sale of certain 
electric facilities of The Twin State Gas and Electric Company provided that 
the authorization granted would expire unless acted upon within ninety days after 
the date thereof; 

(b) On February 20, 1940, the Public Service Commission of New York issued 
its order denying The Twin State Gas and Electric Company authority to sell 
to New York Power & Light Corporation certain of its facilities which were 
the subject matter of the Commission’s order of March 12, 1940; 

(c) The Twin State Gas and Electric Company, on or about March 26, 1940, 
filed with the Public Service Commission of New York a petition for rehearing, 
which petition was granted by the New York Commission April 3, 1940, and 
said rehearing has been held and the matter submitted to the New York 
Commission, briefs being due for filing therein on or about June 30, 1940; 

(d) Due to the pendency of the proceeding before the Public Service Com- 
mission of New York, wherein The Twin State Gas and Electric Company seeks 
authorization for the sale of certain of the same facilities involved in this Com- 
mission’s order of March 12, 1940, it is not possible for The Twin State Gas and 
Electric Company to comply with the condition contained in paragraph (C) of 
the order of this Commission of March 12, 1940; 

(e) It will be appropriate in the public interest to modify paragraph (C) 
of the order of March 12, 1940, by extending the expiration date thereof; 

It is therefore ordered that paragraph (C) of said order of March 12, 1940, 
be and the same is hereby amended to read as follows: 

“(C) This authorization shall expire unless acted upon by September 1, 1940.” 


Order granting application for rehearing and reconsideration 
Southern Carbon Company 
(Docket No. G-145) 


June 12, 1940 


Upon application filed with the Commission on May 17, 1940, by the Southern 
Carbon Company, praying that the Commission reconsider and grant rehearing 
with respect to its order of April 20, 1940, disallowing proposed increased rates 
or charges for the sale of natural gas by the Southern Carbon Company to the 
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Mississippi River Fuel Corporation for resale for ultimate public consumption 
for domestic or commercial use; 

The Commission orders: 

(A) That the application of the Southern Carbon Company for reconsideration 
and rehearing with respect to the Commission's order of April 20, 1940, in this 
proceeding be and it is hereby granted ; 

(B) That the rehearing herein granted shall be limited to oral argument of 
one hour for counsel for respondent and one hour for Commission counsel before 
Examiner Marvin Farrington, said argument to. be had in the hearing room of 
the Commission, 1800 Pennsylvania Avenue N.W., Washington, D. C., commencing 
at10a.m., E. 8S. T., on July 8, 1940. 


Order denying application for rehearing and modifying order disallowing pro- 
posed increased rates or charges 


United Gas Pipe Line Company 
(Docket No. G—144) 
June 12, 1940 


Jpon application filed with the Commission on May 13, 1940, by the United 
Gas Pipe Line Company, praying that the Commission reconsider and grant 
rehearing with respect to its order of April 20, 1940, disallowing proposed in- 
creased rates or charges for the sale of natural gas by the United Gas Pipe 
Line Company to the Mississippi River Fuel Corporation for resale for ultimate 
public consumption for domestic or commercial use ; 

The Commission orders: 

(A) That the application of the United Gas Pipe Line Company for rehearing 
with respect to the Commission’s order of April 20, 1940, in this proceeding be 
and it is hereby denied ; 

(B) That said order of April 20, 1940, be and it is hereby modified to read 
as follows: 


“Order disallowing proposed increased rates or charges” 


It appearing to the Commission that: 

Pursuant to its order of November 20, 1939, a public hearing was held in the 
above-entitled matter on January 22 and 24, 1940, at which hearing United Gas 
Pipe Line Company, as respondent, appeared and produced such evidence as it 
deemed pertinent to the issues involved in this proceeding; and a brief has been 
filed by Commission counsel, the respondent electing not to file any brief in the 
matter ; 

The Commission, having considered the record herein and the brief of the 
Commission counsel, finds: 

(1) That on August 22, 1988, the United Gas Pipe Line Company filed with 
the Federal Power Commission an agreement, dated August 1, 1929, between 
the Moody-Seagraves Gas Company, Incorporated, predecessor to the United 
Gas Pipe Line Company, and the Mississippi River Fuel Corporation, designated 
in the files of the Commission as United Gas Pipe Line Company rate schedule 
FPC No. 9, providing for the sale of natural gas to the Mississippi River Fuel 
Corporation for resale; 

(2) That on August 22, 1938, the United Gas Pipe Line Company filed with 
the Commission an agreement, dated August 1, 1929, between the Industrial 
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Gas Company, predecessor to the United Gas Pipe Line Company, and the 
Mississippi River Fuel Corporation, designated in the files of the Commission 
as United Gas Pipe Line Company‘rate schedule FPC No. 10, providing for 
the sale of natural gas to the Mississippi River Fuel Corporation for resale; 

(3) That on August 22, 1988, the United Gas Pipe Line Company filed with 
the Commission an agreement, dated August 1, 1929, between The Palmer Cor- 
poration of Louisiana, predecessor to the United Gas Pipe Line Company, and 
the Mississippi River Fuel Corporation, designated in the files of the Com- 
mission as United Gas Pipe Line Company rate schedule FPC No. 11, providing 
for the sale of natural gas to the Mississippi River Fuel Corporation for resale ; 

(4) That on August 22, 1938, the United Gas Pipe Line Company filed with 
the Commission supplemental agreements, all of which are dated August 1, 
1929, between each of the predecessors to the United Gas Pipe Line Company 
named in paragraphs (1), (2), and (3) above and the Mississippi River Fuel 
Corporation, designated in the files of the Commission as supplement No. 1 
to each of said rate schedules FPC Nos. 9, 10, and 11, each of said supplemental 
agreements providing that, in addition to the rates and charges set forth in 
said rate schedules FPC Nos. 9, 10, and 11, the Mississippi River Fuel Cor- 
poration shall reimburse the selling companies for fifty per cent (50%) of 
any taxes, other than income tax, which the said selling companies might be 
required to pay in excess of nine-hundredths of a cent per thousand cubic 
feet for natural gas delivered and sold to the Mississippi River Fuel Corporation ; 

(5) That on February 3, 1939, the United Gas Pipe Line Company filed with 
the Commission supplemental agreements, all of which are dated December 3, 
1930, between each of the predecessors to the United Gas Pipe Line Company 
named in paragraphs (1), (2), and (3) above and the Mississippi River Fuel 
Corporation, designated in the files of the Commission as supplement No. 2 
to each of said rate schedules FPC Nos. 9, 10, and 11, each of said supplemental 
agreements providing for a revision in that article of each of said rate schedules 
FPC Nos. 9, 10, and 11 which sets forth the basis upon which the requirements 
of the Mississippi River Fuel Corporation shall be determined ; 

(6) That on August 22, 1938, the United Gas Pipe Line Company filed with 
the Commission supplemental agreements, all of which are dated August 17, 
1937, between the United Gas Public Service Company (successor to the con- 
tracting parties first named in paragraphs (1), (2), and (3) above and pre- 
decessor to the United Gas Pipe Line Company) and the Mississippi River Fuel 
Corporation, designated in the files of the Commission as supplement No. 7 
to each of said rate schedules FPC Nos. 9, 10. and 11, each of said supplemental 
agreements providing that United Gas Public Service Company shall have a 
right to deliver a portion of the requirements of the Mississippi River Fuel 
Corporation from natural gas fields other than those specified in said rate 
schedules FPC Nos. 9, 10, and 11, and that said United Gas Public Service 
Company shall receive all monetary benefits which may accrue to said Mississippi 
River Fuel Corporation by reason of the increased B. t. u. content of such gas 
until such additional payments total in the aggregate of the amount of $45,000; 

(7) That the agreements of August 1, 1929, mentioned in paragraphs (1), 
(2), and (3) hereof (schedules FPC Nos. 9, 10, and 11), provide for certain 
periodic increases in the rates or charges to be paid by the Mississippi River 
Fuel Corporation, one of which proposed increases is to become effective upon 
the commencement of the third five-year period of the said agreements; 

(8) That on August 31, 1989, the United Gas Pipe Line Company filed with 
the Commission certain documents, all of which are dated August 14, 1939, 
designated in the files of the Commission as supplement No. 9 to each of said 





764 FEDERAL POWER COMMISSION 


rate schedules FPC Nos. 9, 10, and 11, providing that, in accordance with the 
terms of said agreements designated as United Gas Pipe Line Company rate 
schedules FPC Nos. 9, 10, and 11, as modified by each of the said supplements 
Nos. 1, 2, and 7, increased rates or charges for natural gas sold to the Mississippi 
River Fuel Corporation would take effect on November 21, 1939; 

(9) That by order of November 20, 1939, the Commission, acting pursuant 
to the provisions of section 4 of the Natural Gas Act, entered upon a hearing 
concerning the lawfulness of the increased rates or charges contained in said 
rate schedules FPC Nos. 9, 10, and 11, as modified by supplements Nos. 1, 2, 
and 7 to each of said schedules, and referred to in said supplement No. 9 
to each of said schedules, which were proposed to be made effective as of 
November 21, 1939; 

(10) That by said order of November 20, 1939, the Commission suspended 
the proposed increased rates or charges for the sale of natural gas for resale 
for ultimate public consumption for domestic or commercial use, which were 
proposed to be made effective on November 21, 1939, for a period of five months 
beyond November 21, 1989, unless the Commission shceuld thereafter otherwise 
order ; 

(11) That United Gas Pipe Line Company is engaged in the business of 
purchasing, transporting, and selling natural gas produced in natural gas fields 
i0cated in the States of Louisiana, Texas, and Mississippi; 

(12) That United Gas Pipe Line Company is engaged in the transportation 
of a part of the natural gas so purchased through main transmission natural- 
gas pipe lines owned and operated by said United Gas Pipe Line Company, 
extending from a point in the State of Louisiana, into and across a section of 
the States of Mississippi, Alabama, and Florida to a terminal point at or near 
Pensacola, Florida ; 

(13) That a portion of such natural gas so purchased by United Gas Pipe 
Line Company is sold to the Mississippi River Fuel Corporation, delivery being 
made at a point at or near Perryville, Louisiana, for resale in the States of 
Arkansas, Missouri, and Illinois for ultimate public consumption for domestic, 
commercial, industrial, or any other use; such portion, according to contracts 
between buyer and seller, is to equal 40% of the total requirements of said 
Mississippi River Fuel Corporation ; 

(14) That such natural gas is sold to the Mississippi River Fuel Corporation 
pursuant to the terms and conditions, and at the rates and charges contained 
in said United Gas Pipe Line Company rate schedules FPC Nos. 9, 10, and 11, 
as modified by supplements Nos. 1, 2, 7, and 9 to each of said schedules, except 
insofar as the provisions of such modified rate schedules have been suspended 
by Commission order ; 

(15) That the natural gas so sold to Mississippi River Fuel Corporation 
flows in a continuous uninterrupted stream from the producing wellhead to 
the burner tips of the ultimate consumers; 

(16) That United Gas Corporation controls 46.65% of the voting stock of 
the Mississippi River Fuel Corporation, and all of the securities of the United 
Gas Pipe Line Company; 

(17) That under the provisions of section 4 (e) of the Natural Gas Act the 
burden of proof, at the hearing held in this matter, to show that the proposed 
increased rates or charges are just and reasonable was upon the respondent; 

(18) That respondent has failed to adduce evidence to show the amount of 
its investment in or the cost of its property used, useful, or necessary, in con- 
nection with its operations involved in the sale of such natural gas to the 
Mississippi River Fuel Corporation, either at the currently effective or the 
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proposed increased rates or charges, or evidence to show the existing accrued 
depreciation in such property, its operating expenses, or its annual require- 
ments for depreciation, or what wonid constitute a reasonable return on such 
property used, useful, or necessary in its operations involved in such sale to the 
Mississippi River Fuel Corporation; 

(19) That respondent does not contend or claim that it is not now earning 
a reasonable return on its investment in property used, useful, or necessary 
in its operations involved in the sale of such natural gas to the Mississippi 
River Fuel Corporation ; 

(20) That the only party of record in this proceeding is the United Gas Pipe 
Line Company, as respondent; however, the Manufacturers Trust Company 
and Towner Phelan as trustees under a mortgage and deed of trust from the 
Mississippi River Fuel Corporation, which trustees were denied the right to 
intervene in this proceeding, were granted the privilege of limited participation, 
no other person havng filed a petition for ieave to intervene or protested in 
this matter; 

Wherefore, the Commission further finds: 

(21) That the United Gas Pipe Line Company is engaged in the transporta- 
tion of natural gas in interstate commerce aud the sale in interstate commerce 
of natural gas for resale for ultimate public consumption for domestic, com- 
mercial, industrial, or other use; 

(22) That the sales of natural gas by the United Gas Pipe Line Company to 
the Mississippi River Fuel Corporation are sales in interstate commerce for 
resale for ultimate public consumption ; 

(23) That United Gas Pipe Line Company is a natural-gas company within 
the meaning of the Natural Gas Act; 

(24) That the rates or charges contained in said rate schedules FPC Nos. 
9, 10, and 11, and in supplements Nos. 1, 2, and 7 to each of said schedules, and 
referred to in said supplement No. 9 to each of said schedules, which are 
proposed to be made effective as of November 21, 1939, constitute proposed 
changes in the rates or charges in force on November 20, 1989, and the provisions 
contained in said rate schedules and supplements, which provide for such 
changed rates or charges (and which provide said date as the effective date 
thereof), constitute new schedules, within the meaning of sections 4 (d) and 
4 (e) of the Natural Gas Act; 

(25) That United Gas Pipe Line Company has failed to sustain the burden 
of proof imposed by said section 4 (e) to show that the proposed increased 
rates or charges are just and reasonable; 

The Commission orders: 

(A) That the increased rates or charges for the sale of natural gas to the 
Mississippi River Fuel Corporation for resale for ultimate public consumption for 
domestic or commercial use as contained in United Gas Pipe Line Company 
rate schedules FPC Nos. 9, 10, and 11, as modified by supplements Nos, 1, 2, 
and 7, and referred to in supplement No. 9 to each of said schedules, which 
were proposed to be made effective as of November 21, 1939, shall not be or 
become effective ; 

(B) That the rates or charges contained in said United Gas Pipe Line Com- 
pany rate schedules FPC Nos. 9, 10, and 11, as modified by supplements Nos. 
1, 2, and 7 to each of said schedules, and which were in effect on November 20, 
1939, for natural gas sold by the respondent herein to said Mississippi River 
Fuel Corporation for resale for ultimate public consumption for domestic or 
commercial use, shall be and remain in force and effect until further order 
of the Commission. 
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Order dismissing application for want of jurisdiction 


Montana-Dakota Utilities Company 
(Docket No. G—169) 
June 14, 1940 


It appearing to the Commission that: 

(a) On May 29, 1940, the Montana-Dakota Utilities Company, a Delaware 
corporation having its principal office in Minneapolis, Minnesota, acting under 
section 7 (c) of the Natural Gas Act, filed an application (i).for authority to 
construct a natural-gas pipe line from Fort Peck, Montana, to Glendive, Montara, 
with branch lines to and distribution systems in Nashua, Frazer, Wolf Point, 
Poplar and Richey, Montana; or in the alternative, (ii) for a determination by 
the Commission that a certificate of convenience and necessity is not required 
under section 7 (c) of the Natural Gas Act for the construction of the proposed 
line and distribution systems; 

(b) The proposed pipe line will extend from Fort Peck, Montana, to Glendive, 
Montana, connecting applicant’s existing natural-gas pipe lines from the Bowdoin 
gas field in the northern part of Montana, with its pipe line system at the Baker 
gas field in the southeastern part of said state; 

(c) Applicant also contemplates the construction of distribution systems in 
Nashua, Frazer, Wolf Point, Poplar and Richey, Montana, which towns are to 
be served with natural gas by the said proposed pipe line; 

(d) Pursuant to the Commission’s rules and regulations, public notice of the 
filing of the said application was duly given, and no protest or objection was 
received by the Commission ; ; 

The Commission, having considered said application and the information 
submitted therewith, finds: 

That the construction of the facilities proposed to be undertaken by the appli- 
cant will be for the transportation of natural gas to a market in which natural 
gas is not being served by another natural-gas company, and that a certificate 
of present or future public convenience and necessity is not required under section 
7 (c) of the Natural Gas Act; 

The Commission orders: 

That the said application of the Montana-Dakota Utilities Company be and 
it is hereby dismissed. 


Order denying application for rehearing and modifying order disallowing 
proposed increased rates or charges 


Interstate Natural Gas Company, Incorporated; Hope Producing Company 
(Docket No. G—146) 
June 14, 1940 


Upon application filed with the Commission on May 18, 1940, by the Interstate 
Natural Gas Company, Incorporated, praying that the Commission grant a re- 
hearing and stay with respect to its order of April 20, 1940, disallowing proposed 
increased rates or charges for the sale of natural gas by the Interstate Natural 
Gas Company, Incorporated, to the Mississippi River Fuel Corporation for resale 
for ultimate public consumption for domestic or commercial use; 








ale 
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The Commission orders: 
(A) That the application of the Interstate Natural Gas Company, Incorpo- 
rated, for rehearing with respect to the Commission’s order of April 20, 1940, be 
and it is hereby denied ; 

(B) That said order of April 20, 1940, insofar as it is applicable to the Inter- 


state Natural Gas Company, Incorporated, be and it is hereby modified to read 
as follows: 


“Order disallowing proposed increased rates or charges” 


It appearing to the Commission that: 

Pursuant to its orde> of November 20, 1939, a public hearing was held in the 
above-entitled matter on January 22, 23 and 24, 1940, at which hearing Interstate 
Natural Gas Company, Incorporated, as a respondent, appeared and produced 
such evidence as it deemed pertinent to the issues involved in this proceeding, 
and briefs have been filed by the respondent and by Commission counsel ; 

The Commission, having considered the record herein and the briefs of counsel 
for respondent and for the Commission, finds: 

(1) That on August 24, 1938, the Interstate Natural Gas Company, Incorpo- 
rated, filed with the Federal Power Commission its agreement, dated August 1, 
1929, with the Hope Producing Company and the Mississippi River Fuel Cor- 
poration, designated in the files of the Commission as Interstate Natural Gas 
Company, Incorporated, rate schedule FPC No. 4, providing for the sale of natural 
gas to the Mississippi River Fuel Corporation for resale; 

(2) That on August 24, 1938, the Interstate Natural Gas Company, Incor- 
porated, filed with the Commission its supplemental agreement, dated August 1, 
1929, with the Hope Producing Company and the Mississippi River Fuel Corpora- 
tion, designated in the files of the Commission as supplement No. 1 to said rate 
schedule FPC No. 4, providing that, in addition to the rates and charges set 
forth in said rate schedule FPC No. 4, the Mississippi River Fuel Corporation 
shall reimburse the selling company for fifty percent (50%) of any taxes, other 
than income tax, which the said selling company might be required to pay in excess 
of nine hundredths of a cent per thousand cubic feet for natural gas delivered 
and sold to the Mississippi River Fuel Corporation; 

(3) That on August 24, 1938, the Interstate Natural Gas Company, Incorpo- 
rated, filed with the Commission its supplemental agreement, dated December 
16, 1930, with the Hope Producing Company and the Mississippi River Fuel 
Corporation, designated in the files of the Commission as supplement No. 2 
to said rate schedule FPC No. 4, said supplemental agreement providing for a 
revision in that article of said rate schedule FPC No. 4 which sets forth the 
basis upon which the requirements of the Mississippi River Fuel Corporation 
shal] be determined ; 

(4) That the agreement of August 1, 1929 (rate schedule FPC No. 4), pro- 
vides for certain periodic increases in the rates or charges to be paid by the 
Mississippi River Fuel Corporation, one of which proposed increases is to 
become effective upon the commencement of the third five-year period of the 
said agreement ; 

(5) That on October 20, 1939, the Interstate Natural Gas Company, Incor- 
porated, filed with the Commission a certain document, dated October 19, 1939, 
designated in the files of the Commission as supplement No. 7 to said rate 
schedule FPC No. 4, providing that, in accordance with the terms of said agree- 
ment designated as Interstate Natural Gas Company, Incorporated, rate schedule 
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FPC No. 4,,as modified by the said supplements Nos. 1 and 2, increased rates 
or charges for natural gas sold to the Mississippi River Fuel Corporation 
would take effect on November 21, 1939; 

(6) That by order of November 20, 1939, the Commission, acting pursuant 
to the provisions of section 4 of the Natural Gas Act, entered upen a hearing 
concerning the lawfulness of the increased rates or charges contained in said 
Interstate Natural Gas Company, Incorporated, rate schedule FPC No. 4, as 
modified by said supplements Nos. 1 and 2, and referred to in said supplement 
No. 7, thereto, which were proposed to be made effective as of November 21, 1939; 

(7) That by said order of November 20, 1939, the Commission suspended the 
proposed increased rates or charges for the sale of natural gas for resale for 
ultimate public consumption for domestic or commercial use, which were pro- 
posed to be made effective on November 21, 1939, for a period of five months 
beyond November 21, 1939, unless the Commission should thereafter otherwise 
order ; 

(8) That Interstate Natural Gas Company, Incorporated, is engaged in the 
business of producing, purchasing, gathering, transporting, anc sclling natural 
gas in natural gas fields located in the State of Louisiana ; 

(9) That Interstate Natural Gas Company, Incorporated, is engaged in the 
transportation of a part of the natura] gas so produced, purchased, and gathered, 
through a main transmission natural-gas pipe line owned and operated by said 
Interstate Natural Gas Company, Incorporated, extending from a point at or 
near Fowler, Louisiana, across a part of the State of Louisiana into and across 
a part of the State of Mississippi, and thence to a point at or near Baton 
Rouge, Louisiana ; 

(10) That a portion of such natural gas so produced or purchased and 
gathered by Interstate Natural Gas Company, Incorporuted, is sold to the 
Mississippi River Fuel Corporation, delivery being made at a point at or near 
Perryville, Louisiana, for resale in the States of Arkansas, Missouri, and Illinois 
for ultimate public consumption for domestic, commercial, industrial, or any 
other use; 

(11) That such natural gas is sold to the Mississippi River Fuel Corpora- 
tion pursuant to the terms and conditions. and at the rates and charges con- 
tained in said Interstate Natural Gas Company, Incorporated, rate schedule 
FPC No. 4, as modified by supplements Nos. 1, 2 and 7, thereto, except insofar 
as the provisions of such modified rate schedule have been suspended by 
Commission order ; 

(12) That the natural gas so sold to Mississippi River Fuel Corporation flows 
in a continuous uninterrupted stream from the producing well-head to the burner 
tips of the ultimate consumers ; 

(13) That Standard Oil Company (New Jersey) controls, by stock ownership, 
54 per cent. of the common stock of the Interstate Natural Gas Company, 
Incorporated, and 22.39 per cent. of the common stock of the Mississippi River 
Fuel Corporation; and said Standard Oil Company (New Jersey) has control 
of the management of each of said companies ; 

(14) That under the provisicns of section 4 (e) of the Natural Gas Act the 
burden of proof, at the hearing held in this matter, to show that the proposed 
increased rates or charges are just and reasonable was upon the respondent ; 

(15) That respondent has failed to adduce evidence to show the amount of its 
investment in or the cost of its property used, useful, or necessary in con- 
nection with its operations involved in the sale of such natural gas 
to the Mississippi River Fuel Corporation, either at the currently effec- 





APPENDIX—ORDERS 769 


tive or the proposed increased rates or charges, or evidence to show 
the existing accrued depreciation in such property, its operating expenses, 
or. its.annual requirements for depreciation, or what would constitute a reason- 
able return on such property used, useful, or necessary in its operations 
involved in such sale to the Mississippi River Fuel Corporation; 

(16) That respondent does not contend or claim that it is not now earning 
a reasonable return on its investment in property used, useful, or necessary 
in its operations involved in the sale of such natural gas to the Mississippi 
River Fuel Corporation ; 

(17) That the only parties of record in this proceeding are the Interstate 
Natural Gas Company, Incorporated, and the Hope Producing Company, as 
respondents; however, the Manufacturers Trust Company and Towner Phelan 
as trustees under a mortgage and deed of trust from the Mississippi River 
Fuel Corporation, which trustees were denied the right to intervene in this 
proceeding, were granted the privilege of limited participation, no other person 
having filed a petition for leave to intervene or protested in this matter; 

Wherefore, the Commission further finds: 

(18) That the Interstate Natural Gas Company, Incorporated, is engaged 
in the sale in interstate commerce of natural gas for resale for ultimate public 
consumption for domestic, commercial, industrial, or other use; 

(19) That the sale of natural gas by the Interstate Natural Gas Company, 
Incorporated, to the Mississippi River Fuel Corporation is a sale in interstate 
commerce for resale for ultimate public consumption ; 

(20) That Interstate Natural Gas Company, Incorporated, is a natural-gas 
company within the meaning of the Natural Gas Act; 

(21) That the rates or charges contained in said Interstate Natural Gas 
Company, Incorporated, rate schedule FPC No. 4, and in said supplements 
Nos. 1 and 2, and referred to in said supplement No. 7 thereto, which are 
proposed to be made effective as of November 21, 1939, constitute proposed 
changes in the rates or charges in force on November 20, 1939, and the pro- 
visions of said rate schedule and supplements which provide for such changed 
rates or charges (and which provide said date as the effective date thereof), 
constitute a new schedule, within the meaning of sections 4 (d) and 4 (e) 
of the Natural Gas Act; 

(22) That Interstate Natural Gas Company, Incorporated, has failed to 
sustain the burden of proof imposed by said section 4 (e) to show that the 
proposed increased rates or charges are just and reasonable; 

The Commission orders: 

(A) That the increased rates or charges for the sale of natural gas to 
the Mississippi River Fuel Corporation for resale for ultimate public consump- 
tion for domestic or commercial use as contained in Interstate Natural Gas 
Company, Incorporated, rate schedule FPC No. 4, as modified by supplements 
Nos. 1 and 2, and referred to in supplement No. 7 to said schedule, which were 
proposed to be made effective as of November 21, 1939, shall not be or become 
effective ; 

(B) That the rates or charges contained in said Interstate Natural Gas 
Company, Incorporated, rate schedule FPC No. 4, as modified by supplements 
Nos. 1 and 2 to said schedule, and which were in effect on November 20, 1939, 
for natural gas sold by the respondent herein to said Mississippi River Fuel 
Corporation for resale for ultimate public consumption for domestic or com- 


mercial use, shall be and remain in force and effect until further order of the 
Commission. 


324886—43—Vol. 252 
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Order granting application for rehearing and reconsideration 
Interstate Natural Gas Company, Incorporated; Hope Producing Company 
(Docket No. G—146) 

June 14, 1940 


Upon application filed with the Commission on May 18, 1940, by the Hope 
Producing Company, praying that the Commission reconsider and grant re- 
hearing with respect to its order of April 20, 1940, disallowing proposed 
increased rates or charges for the sale of natural gas by the Hope Producing 
Company to the Mississippi River Fuel Corporation for resale for ultimate 
public consumption for domestic or commercial use; 

The Commission orders: 

(A) That the application of the Hope Producing Company for reconsidera- 
tion and rehearing with respect to the Commission’s order of April 20, 1940, 
in this proceeding be and it is hereby granted; 

(B) That the rehearing herein granted shall be limited to oral argument 
of one hour for counsel for respondent and one hour for Commission counsel 
before Examiner Marvin Farrington, said argument to be had in the hearing 
room of the Commission, 1800 Pennsylvania Avenue N.W., Washington, D. C., 
commencing at 10 a. m., E. 8. T., on July 8, 1940. 


Order authorizing the issuance of securities 
Montana-Dakota Utilities Company 
(Docket No. IT-5639) 

June 14, 1940 


Upon the application filed May 16, 1940, and amendments thereto filed May 
29, 1940, and June 14, 1940, by Montana-Dakota Utilities Company, hereinafter 
referred to as the applicant, a corporation having its principal business office 
at 831 Second Avenue South, Minneapolis, Minnesota, for an order pursuant 
to section 204 of the Federal Power Act, authorizing it (a) to issue $1,200,000 
in principal amount of first-mortgage sinking-fund bonds, 444% series, due May 
1, 1956, to be dated May 1, 1940, and to bear interest at the rate of 444% per 
annum, and to be fully retired at maturity, through the operation of a sinking 
fund; said bonds are to be issued under and secured by indenture of mortgage 
of May 1, 1939, being a first mortgage on substantially all of the properties of 
applicant, and under which there have heretofore been issued $9,000,000 in 
principal amount of first-mortgage bonds; (b) to issue $350,000 in principal 
amount of unsecured 414,% promissory notes maturing March 15, 1946; said 
notes to be issued to certain named banks in designated amounts to represent 
loans for which applications to such banks have heretofore been made; 

It appearing that: 

(a) Written notice of the said application was duly given to the Board of 
Railroad Commissioners of the State of North Dakota, the Public Service Com- 
mission of the State of Wyoming, the Public Utilities Commission of the State 
of South Dakota, the Board of Railroad Commissioners of the State of Montana, 
and the respective governors of each of said States; written notice of the 
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filing of said application was also given to and published in the Federal 
Register ; 

(b) The Board of Railroad ‘Commissioners of the State of Northa Dakota, 
on June 10, 1940, adopted its Amended Findings of Fact, Conclusions and Order 
granting application for authority to issue the aforesaid bonds and notes; 

(c) The States of Delaware, Montana, South Dakota, and Wyoming do not 
have State commissions under which applicant’s security issues are regulated ; 

(ad) No protest or objection to the granting of the application herein, or request 
for opportunity to be heard, has been received from the said state regulatory 
bodies or from the governors of said states, or from any other person or organi- 
zation; 

(e) The applicant has negotiated private sales of the said proposed issue of 
bonds, namely $600,000 principal amount to The Equitable Life Assurance 
Society of the United States, New York, N. Y., and $600,000 principal amount 
to The Northwestern Mutu Life Insurance Company of Milwaukee, Wisconsin, 
at a proposed sale price of 104% of the principal amount and accrued interest ; 
the proposed 414% promissory notes are to be issued at par, without discount 
or other expense, other than incidental expenses; neither the said bonds nor 
the said notes will be underwritten, and no underwriter’s commissions nor 
underwriting fees will be paid. A finder’s fee of 1%, or $12,000, will be paid to 
Blyth & Co., Inc., for services performed in connection with the sale of the 
proposed bond issue ; 

(f) The applicant proposes to apply the net proceeds of the said proposed 
bond and note issues, together with cash funds of the company, to: 


(1) Reimbursement to treasury for funds expended for additions 
to applicant’s gas and electric properties during the period 
beginning May 1, 1939, and ending Mar. 31, 1940 

(2) Proposed additions to electric plant 

(3) Proposed additions to natural-gas plant: 

Fort Peck Glendive project : 
RP rR ere Os $27, 000 
PRG Fea citiscecinictnetakecaies 61, 000 
Transmission lines_..._..____ 1, 070, 500 
Pumping station 66, 000 
Distribution systems_.______--~ 130, 500 
$1, 355, 000 
Other additions to natural-gas plant 1, 757, 000 


(g) The proposed bonds will be issued under and secured by indenture of 
mortgage dated as of May 1, 1939, securing applicant’s presently outstanding 
414%4% series bonds due in 1954, which series, issued pursuant to the Commission’s 
order of May 20, 1939, in docket No. IT-5546, was originally outstanding in the 
principal amount of $9,000,000 ; $200,000 of said amount has been retired, leaving 
a balance of $8,800,000 principal amount of said issue presently outstanding; 
further security for the proposed issue is provided for in the first supplemental 
indenture of May 1, 1940, complementary to said indenture of May 1, 1939; if the 
proposed issue of bonds is sold, there will be outstanding a total of $10,000,000 
in bonds of both series; 

(h) The proposed issue of promissory notes will be in addition to $1,750,000 
presently outstanding, of a total of $2,100,000 issued by applicant pursuant to 
the order of the Commission of May 20, 1939, in docket No. IT-5546; $350,000 
of the original issue matured and was paid by applicant; the said proposed issue 
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would bring the amount outstanding up to the amount of the said original issue 
of $2,100,000 ; 

(i) The said proposed series of promissory notes will be issued to the follow- 
ing named banks in the respective principal amounts shown: 


Norhwestern National Bank and ‘Trust Company of Minne- 

apolis, Minn _. $175, 000. 00 
Harris Trust and Savings Ba __. 100, 000. 00 
Marshall & Ilsley Bank, Milwaukee, Wis____--_---------- 41, 666. 67 
American National Bank and Trust Company of Chicago, II)__---._ 33, 333. 33 


Total pes sociedad esta ceeded isla edaabagidadaion escmaicsicengs. 


The Commission, having considered said application and the attachments there- 
to, the amended application and the attachments thereto, the information therein 
contained and supplementary information which has been submitted, finds: 

(1) That the applicant is a corporation incorporated under the laws of the 
State of Delaware with authority to do business in the States of Minnesota, 
Montana, North Dakota, South Dakota, and Wyoming ; 

(2) That the applicant is engaged principally in the business of generating, 
transmitting and distributing electric energy, and of transporting and distrib- 
uting natural gas to the public in the States of Montana, North Dakota, and South 
Dakota, and of transporting and distributing natural gas to the public in the 
State of Wyoming; 

(3) That the applicant owns and operates facilities, among others, for the 
transmission and for the sale at wkolesale of electric energy which is trans- 
mitted between the States of North Dakota and Montana and consumed, by 
persons other than the transmitter, at points outside the state in which it is 
generated; and applicant owns and operates facilities for the transmission of 
electric energy to the Province of Saskatchewan, Dominion of Canada, from 
the United States; 

(4) That the applicant owns and operates facilities, among others, for the 
transportation of natural gas, between the States of Montana, North Dakota 
and South Dakota for ultimate public consumption for domestic, commercial, 
industrial and other uses ; 

(5) That the proposed bonds through the operation of the. sinking fund pro- 
visions of the first supplemental indenture will be retired at or before maturity 
in the principal amount of $1,200,000 either by purchase and delivery to the 
corporate trustee for cancellation, or by redemption ; 

(6) That the proposed issuance of bonds and notes will not result in the 
capitalization of any right to be a corporation or any franchise, permit or 
contract for consolidation, merger or lease in excess of the amount (exclusive 
of any tax or annual charge) actually paid as the consideration for such right, 
franchise, permit or contract ; 

(7) That the proposed bond and note issues are for a lawful object within 
the corporate purposes of the applicant and compatible with the public interest, 
which is consistent with the proper performance by the applicant of service as 
a public utility and which does not impair its ability to perform that service, 
and is reasonably appropriate for such purposes ; 

And the Commission orders: 

(A) That subject to the Commission’s Rules of Practice and Regulations, the 
applicant be and it is hereby authorized to issue its said proposed bonds and 
notes in conformity with the terms and conditions of the aforesaid application 
and exhibits in support thereof, as amended, which said bonds are to be sold 
at a price of not less than 104% of the principal amount and accrued interest: 
and the said promissory notes are to be issued at par; 
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(B) That nothing in this order shall be construed to imply any guarantee 
or obligation on the part of the United States in respect to any of the securities 
to which this order relates; = 

(C) That the foregoing authorization and approval is without prejudice to 
the authority of this Commission, or any other regulatory body with respect 
to rates, valuations, estimates or determinations of costs, services, accounts, or 
any other matter whatsoever which may come before this Commission or such 
other regulatory body; and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost, or 
any valuation of property, claimed or asserted by the applicant ; 

(D) That this authorization shall expire unless acted upon within 60 days 
after the entry of this order. 


Order directing secretary to submit statement of actual legitimate original cost 
Pacific Gas and Electric Company 
(Project No. 187) 
June 18, 1940 


The Commission, having before it the licensee’s statement of claimed cost 
as of September 30, 1924, of project No. 187, in the amount of $1,361,409.30, 
and an examination having been made by the Commission’s staff of the licensee's 
books and records pertaining to said statement ; 

It appearing to the Commission, after considering the licensee’s statement 
and having regard to the examination made by its representatives of the 
licensee’s books and records, that the amount of $1,361,409.30, as shown in the 
following table, represents the actual legitimate original cost of the project as 
of September 30, 1924: 


I. INTANGIBLE PLANT 


Account 
No. Account title Amount 


301 Organization $12, 837. 15 
II. PRODUCTION PLANT 


320 Land and land rights 102, 967. 03 
321 Structures and improvements_................-....._.--._- 124, 726. 00 
322 Reservoirs, dams, and waterways_ 889, 636. 57 
323 Water wheels, turbines, and generators 141, 708. 02 
aoe Accessory clectric equigmit............... 24, 266. 11 
325 Miscellaneous power-plant equipment 1, 048. 40 
326 Roads, railroads, and bridges 9, 321. 46 


Til. TRANSMISSION PLANT 


340 Land and land rights 9, 373. 80 
Clearing land and rights-of-way 1, 973. 44 
Station equipment 20, 887. 79 
Poles and fixtures 11, 783. 07 

9, 268. 17 


IV. GENERAL PLANT 


Communication equipment 1, 612. 29 


1, 361, 409. 30 
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Now, therefore, the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commis- 
sion’s Rules of Practice and Regulations, adopted April 19, 1938, and made 
effective June 1, 1988, are hereby waived for the purpose of this determination ; 

(B) That the Secretary submit to the licensee, for its consent and approval, 
the attached statement of actual legitimate original cost of project No. 187, 
which said statement upon being accepted and agreed to by the licensee and 
returned to the Commission will, by order, be adopted by the Commission as its 
determination of the actual legitimate original cost of said project as of 
September 30, 1924. 


Order authorizing issuance of license (electric Tine) 
Arkansas Valley Electric Cooperative Corporation 
(Project No. 1636) 

June 18, 1940 


Upon application filed November 1, 1939, on behalf of Arkansas Valley Elec- 
tric Cooperative Corporation of Ozark, Arkansas, for license for construction, 
operation, and maintenance of an electric line affecting lands of the United 
States within the Ozark National Forest, in Johnson County, Arkansas; and 

It appearing to the Commission that: 

(a) The line is a single-phase, 7,200-volt electric power line extending from 
a point in sec. 21, T. 12 N., R. 23 W., to a point in sec. 22, T. 12 N., R. 24 W., 
Fifth principal meridian, Arkansas, and occupies a right-of-way on lands of 
the United States within the Ozark National Forest, in Johnson County, 
Arkansas ; 

(b) The nature of the line is such that it is subject to extension, relocation, 
or abandonment as may be necessary from time to time; 

(c) A special use permit for the line was issued to applicant on October 
20, 1939, by the Forest Service, and copies of the permit and application therefor, 
together with a project map showing the lands affected, were duly filed with 
the Commission in accordance with the Commission’s rules and regulations 
relating thereto ; 

(d) The Acting Chief, Forest Service, under authority delegated by the acting 
Secretary for the Secretary of Agriculture, who has supervision over the Ozark 
National Forest, has reported favorably on the application ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project; 

(2) That no other application for the use of the aforesaid lands or in ccn- 
flict therewith is before the Commission ; 

(3) That a license subject to and containing conditions as hereafter pro- 
vided for will not interfere or be inconsistent with the purposes for which the 
Ozark National Forest was created or acquired; 

(4) That the electric line is a minor part only of a complete project; 

(5) That the amount of annual charges to be paid under the license for 
the purpose of reimbursing the United States for the cost of administration 
of Part I of the Federal Power Act, and for recompensing it for the use, 
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occupancy, and enjoyment of its lands is reasonable as hereinafter provided 
for; 

(6) That in issuing the license as hereinafter provided, it will be to the 
public interest to waive the following terms and conditions of Part I of the 
Act: “Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Hngimeers and the Secretary of 
War and to public notice; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to deprecia- 
tion reserves; 10 (d); 11; 12; 14; 15; 18; 19; 20; 22; and 23 (a), insofar as 
it relates to the determination of fair value;” and 

The Commission orders: 

(A) That a license be issued to applicant for a period of 10 years for the 
construction, operation, and maintenance of the electric line occupying a right- 
of-way on any parts of the legal subdivisions enumerated in the aforementioned 
special use permit issued by the Forest Service and shown on the map filed 
with the permit; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for transmission lines on lands of the United States; any conditions 
that the Secretary of any Department whose interests are affected may here- 
after deem necessary for the adequate protection and utilization of the lands 
of the United States involved; and the following special provision: “The man- 
ner and extent of the use and occupancy of the lands of the United States within 
the Ozark National Forest shall be subject to the approval of the Regional Forester 
in charge of such national forest ;” 

(C) That subject to the provisions of section 10 (e) of the Act and the 
rules and regulations of the Commission thereunder, the amount of annual 
charges under the license shall be determined annually by the Commission 
based upon the length and width of the right-of-way occupied within the 
national forest as estimated by the Regional Forester as of September 1 of 
each year; 

(D) That in issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (6) above be waived to the extent therein specified. 


Order authorizing the exportation of natural gas from the United States to a 
foreign country 


United Gas Pipe Line Company 
(Docket No. G—102) 


June 25, 1940 


Upon application filed August 15, 1938, by the United Gas Pipe Line Company, a 
Delaware corporation authorized to transact business in the State of Texas and 
elsewhere and having an office in the city of Houston, Texas, for an order of 
the Commission authorizing the exportation of natural gas from the State of 
Texas to the Republic of Mexico, pursuant to section 3 of the Natural Gas Act; 
and 


It appearing to the Commission that: 
(@) On November 7, 1938, a public hearing was had on the said application ; 
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(b) On December 20, 1938, a temporary authorization for the exportation of 
natural gas from the United States to the Republic of Mexico was granted 
applicant for a period of ninety days from and after the said date, which 
provided, however, that said authorization should automatically terminate prior 
to the expiration of said ninety days if and when during said period the Com- 
mission should adopt an order upon consideration of the full record ; 

(c) The temporary authorization granted on December 20, 1938, was further 
extended to and including June 30, 1940; 

(@) Presidential permits for the construction, operation, and maintenance 
of the facilities at the international boundary, utilized in the exportation of 
natural gas to the Republic of Mexico, were issued to applicant's predecessor 
in title on November 1, 1928, and January 11, 1935, respectively ; and due notice 
of the transfer of said two Presidential permits to United Gas Pipe Line Com- 
pany was given to the Secretary of State on August 24, 1937, pursuant to the 
provisions ‘of said permits ; 

The Commission, having considered the full record herein, including the said 
application for export and attachments thereto, the testimony adduced, and 
the exhibits introduced in evidence at the said hearing, finds: 

(1) That the gas now being exported is not needed to supply the require- 
ments of applicant’s consumers in the State of Texas; 

(2) That the exportation of such gas does not impair the ability of applicant 
to render adequate service to its consumers in the State of Texas; 

(3) That the exportation of natural gas by the applicant herein will not 
be inconsistent with the public interest ; 

The Commission orders ; 

(A) That said applicant, United Gas Pipe Line Company, be and it is 
authorized to export natural gas from the United States to the Republic of 
Mexico, in accordance with the terms and conditions as set forth in the applica- 
tion and attachments herein; subject, however, to the authority reserved in the 
Commission : 

(1) To require from the applicant such reports with respect to the exporta- 
tion of natural gas as the Commission may deem necessary from time to time: 

(2) To modify, from time to time, or to terminate, this authorization after 
opportunity for hearing; : 

(B) That transfer, or assignment of this authorization, by operation of law 
or otherwise, shall not be valid, and the authorization shall thereupon auto- 
matically terminate, unless this Commission shall approve such transfer or 
assignment prior to the effective date thereof; 

(C) That this authorization shall not deprive any State or State regulatory 
commission of the exercise of the lawful authority vested in such State or State 
regulatory commission over the applicant ; 

(D) That this authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted herein by the applicant; 

(E) That this authorization shall terminate automatically upon the termina- 
tion or expiration of the contract for exportation of natural gas, introduced 
in evidence herein as a part of applicant’s exhibit No. 1; subject, however, to 
renewal of the authorization upon a finding by the Commission that such renewal 
is not inconsistent with the public interest ; 

(F) That this authorization shall supersede the temporary authorization 
previously granted by the Commission and referred to in section (Cc) above. 
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Order provisionally granting petition for wuiver of accounting requirements 


Vincent Soboleff, Trustee for Hidden Falls Lumber Mills 


(Project No. 1502) 


June 25, 1940 


Upon petition filed April 24, 1940, by Vincent Soboleff, trustee for Hidden 
Falls Lumber Mills, licensee for major project No. 1502, for waiver of the 
accounting requirements of the license and the Commission’s rules and regula- 
tions in connection with the project; and 

It appearing to the Commission that: 

The petition states that no electricity. is generated by the project; there is 
no equipment of any kind for measuring either the potential output of the proj- 
ect or the power put to use; no power is sold or used by any one other than 
the licensee or its project watchman; it is impossible to make any accounting 
on the power generated or used; and, no revenue is derived therefrom; 

The Commission finds: 

That under the circumstances, it would be appropriate to suspend the ac- 
counting requirements of the license and of the Commission’s rules and regu- 
lations in connection with the project as long as such circumstances respecting 
the project continue; and 

The Commission orders: 

That the accounting requirements of the license for project No. 1502 and of 
the Commission’s rules of practice and regulations pertaining thereto be and 
they are hereby suspended so long as the present use and ownership of the 
project continues or until the Commission otherwise orders; provided, that 
the licensee shall promptly report to the Commission any changes in the 
disposition or use of the electric energy generated by such project and any 
changes in any other circumstances respecting the project. 


Prescribing the filing of national defense power statements on FPC Form No. 169 
Order No. 70-A 
June 28, 1940 


The Commission, pursuant to the authority and direction contained in sections 
311, 309, and other appropriate provisions of the Federal Power Act, and to 
enable the Commission to gather information bearing upon, and to assist in 
the meeting of emergencies in the demand for or utilization of electric energy, 
orders: 

(1) That the accompanying FPC Form No. 169, including the instructions 
and schedules contained therein, be and the same is hereby approved and 
prescribed ; 

(2) That each and every corporation, person, agency, authority, or other 
legal entity or instrumentality, whether public or private, which operates facil- 
ities for the generation, or transmission, or distribution of electric energy, to 
whom this order and FPC Form No. 169 shall be addressed, or upon whom 
this order and FPC Form No. 169 shall be served, shall prepare and file with 
the Commission on or before the date indicated by said FPC Form No. 169, a 
statement or statements in such form as is required by the instructions contained 
therein, setting forth the answers to the questions therein indicated and furnish- 
ing the information called for. 
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Further supplemental order modifying authorization of disposition of facilities 


Northern Pennsylvania Power Company and Metropolitan Edison Company 
(Docket No. IT-5000) 
July 5, 1940 


It appearing to the Commission that: 

(a) The order of July 6, 1939, as modified by the orders of September 5, 
1939, December 28, 1939, March 5, 1940, and May 4, 1940, authorized the dispo- 
sition and sale of certain of the facilities of Northern Pennsylvania Power 
Company to Metropolitan Edison Company by July 6, 1940; otherwise the 
approval of the Commission would be null and void; 

(b) On July 2, 1940, the applicants filed a verified petition which indicates 
that good cause exists to further extend the date within which the disposition 
and sale of the facilities of Northern Pennsylvania Power Company to Metro- 
politan Edison Company may be effected in the manner set forth in the order 
of July 6, 1939; 

The Commission orders: 

That subdivision (3) of paragraph (A) of the order of July 6, 1939, be 
further modified to read as follows: 

“(3) The disposition and sale of the facilities of the Northern Pennsylvania 
Power Company to Metropolitan Edison Company shall be effected in ‘the 
manner aforesaid on or before January 6, 1941; otherwise the approval of 
the Commission as set forth herein shall be null and void.” 


Order amending order determining actual legitimate original project cost and 
prescribing accounting therefor 


Town of Highlands, N. C. 
(Project No. 693) 
July 16, 1940 


It appearing to the Commission that: 

(a) Its order of February 20, 1940, determining actual legitimate original 
project cost and prescribing accounting therefor by paragraph (C) thereof 
required town of Highlands, N. C., licensee, within 90 days of service of said 
order to comply therewith and execute and submit to the Commission FPC 
Form No. 76 showing such compliance ; 

(b) On June 29, 1940, the town of Highlands, N. C., licensee, by letter in- 
formed the Commission that it proposed to install a new system of bookkeeping 
July 1, 1940, and requested an extension of time to execute and submit to the 
Commission FPC Form No. 76 showing compliance with the Commission’s order 
of February 20, 1940; 

(c) It will be appropriate in the public interest to modify paragraph (C) 
of the order of February 20, 1940, to extend the time in which licensee shall 
execute and submit to the Commission FPC Form No. 76; 

It is, therefore, ordered that paragraph (C) of said order of February 20, 
1940, be and the same is hereby amended nunc pro tune as of February 20, 
1940, to read as follows: 

“(C) On or before August 15, 1940, the town of Highlands, N. C., licéisee, 
comply therewith and execute and submit to the Commission FPC Form No. 
76 showing such compliance.” 
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Order denying intervention of National Coal Association, Clinchmore Coal 
Mining Company and Southern Collieries, Inc., and granting privilege of 
participation 


Tennessee Gas & Transmission Company 


(Docket No. G—165) 
July 16, 1940 


Upon application filed July 3, 1940, by National Coal Association, Clinchmore 
Coal Mining Company, and Southern Collieries, Inc., praying for leave to 
intervene in this proceeding ; 

It appearing to the Commission that: 

None of the above petitioners is engaged in the production, transmission, or 
distribution of natural gas nor do they presently operate any facilities therefor; 

The Commission, upon consideration of said petition, finds: 

That the participation of National Coal Association, Clinchmore Coal Mining 
Company, and Southern Collieries, Inc., in this proceeding as interveners and 
parties thereto has not been shown to be necessary in view of the fact that 
under section 7 (c) of the Natural Gas Act, pursuant to which the application 
of Tennessee Gas & Transmission Company was filed, this Commission does 
not have unlimited jurisdiction, but a certificate of public convenience and 
necessity is required to be obtained from the Commission only when a natural- 
gas company undertakes the construction or extension of facilities for the 
transportation of natural gas to a market in which natural gas is already 
being served by another natural gas company ; 

The Commission orders: 

That the petition of National Coal Association, Clinchmore Coal Mining 
Company, and Southern Collieries, Inc., to intervene and to become parties to 
this proceeding be and it is hereby devied; provided, however, that National 
Coal Association, Clinchmore Coal Mining Company, and Southern Collieries, 
Inc., may participate in the hearing to be held in this proceeding on September 
4, 1940, to the extent of introducing relevant and material evidence and may 
also make oral argument and file briefs. 


Order to show cause 
Georgia Power Company 
(Docket No. IT-5643) 
July 16, 1940 


The Commission, having under consideration the failure of Georgia Power 
Company of Atlanta, Georgia, to comply with electric plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, and with the Commission’s order adopted May 11, 1937; 

It appearing to the Commission that: 

(a) Pursuant to the authority granted by the Federal Power Act, particularly 
sections 301 (a), 304 (a), 309, paragraph 13 of section 3, and section 4 (b) 
thereof, the Commission, by its Order No. 42, dated June 16, 1936, adopted a 
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uniform system of accounts for public utilities and licensees subject to the 
provisions of the Federal Power Act, and by its Order No. 43, dated December 
31, 1986, amended said uniform system of accounts ; 

(b) Georgia Power Company owns or operates facilities for the transmission 
of electric energy in interstate commerce or for the sale of electric energy at 
wholesale in interstate commerce and is, therefore, a public utility within the 
meaning of the Federal Power Act subject to the provisions of this Commis- 
sion’s Uniform System of Accounts; 

(c) Georgia Power Company is a licensee under the provisions of the Federal 
Power Act and is, therefore, subject to the provisions of this Commission’s 
Uniform System of Accounts; 

(d) By order adopted May 11, 1937, the Commission directed all public 
utilities and licensees subject to its jurisdiction to submit certain data, state- 
ments, and information pursuant to electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts, said data, statements, and 
information to be submitted on or before January 1, 1939; 

(e) Order No. 42 adopted June 16, 1936, prescribing the Commission’s Uni- 
form System of Accounts, Order No. 43 adopted December 31, 1936, amending 
the said uniform system of accounts, and the order of May 11, 1937, directing all 
public utilities and licensees to submit certain data, statements and informa- 
tion pursuant to electric plant accounts instruction 2—-D of the said uniform 
system of accounts, were duly served upon Georgia Power Company ; 

(f) By letter dated January 22, 1940, the Commission granted Georgia 
Power Company an extension to June 30, 1940, of the time within which to 
complete and file the data, statements and information requested by its Order 
No. 42, Order No. 43, and its order adopted May 11, 1937; 

(9) Georgia Power Company, by petition dated June 25, 1940, has made 
application for further extension of time to May 1, 1941, in which to comply 
with the aforesaid orders of the Commission ; 

(h) Georgia Power Company has failed to file the data, statements and 
information required by electric plant accounts instruction 2-D of the Commis- 


sion’s Uniform System of Accounts and by the Commission’s order adopted May 
11, 1937; 


The Commission orders: 

(A) That Georgia Power Company, under oath, show cause, if any there be, 
at a public hearing: 

(1) Why it has failed to comply with electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts and with the order of the 
Commission adopted May 11, 1937; 

(2) Why the petition of Georgia Power Company dated June 25, 1940, for 
an extension of time to May 1, 1941, within which to comply with the aforesaid 
orders of the Commission, should not be denied; and 

(3) Why the Commission should not institute appropriate proceedings against 
it, its officers, or directors for failure to comply with the provisions of electric 
plant accounts instruction 2—-D of the Commission’s Uniform System of Accounts 
and the Commission’s order dated May 11, 1937; 

(B) That said public hearing be held commencing on September 11, 1940, at 
10 a. m., in the hearing room of the Federal Power Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue N.W., Washington, D. C.; 

(C) That nothing contained in this order shall be construed as a waiver 
or stay of any of the requirements of any general orders of the Commission 
which may be applicable to the Georgia Power Company. 
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Order authorizing sale of facilities 
Alabama Power Company 
(Docket No. IT-5640) 
July 17, 1940 


It appearing to the Commission that: 

(a) The Alabama Power Company, hereinafter referred to as the applicant, 
an Alabama corporation, having its principal business office in the Alabama 
Power Building, Birmingham, Alabama, filed an application with this Commis- 
sion on May 24, 1940, which was amended on July 1, 1940, and completed on 
July 15, 1940, in which it seeks authorization, insofar as this Commission has 
jurisdiction over the transaction, under section 208 of the Federal Power Act, for 
the sale of substantially all of its properties in northern Alabama to the 
Tennessee Valley Authority; hereinafter referred to as the Authority, and to 
certain municipalities and associations listed in finding (2) below, under and 
in accordance with the terms of a contract executed as of May 7, 1940, which 
contract is filed as “exhibit L” to said application. The closing date of said 
contract has been fixed as July 1, 1940, or such other date not later than 
July 31, 1940, as shall be agreed upon by purchasers representing not less than 
an aggregate purchase price of $3,000,000; 

(b) Notices of the foregoing applications have been duly given to the 
governors and public utility commissions of the States of Alabama, Tennessee, 
Georgia, Florida and Mississippi, an opportunity for hearing has been afforded, 
and no protest or petition, or request to be heard in opposition to the granting 
of said application has been received. The applicant has expressly waived a 
hearing thereon ; 

The Commission, having considered said application, as amended, and docu- 
ments filed in conjunction therewith, finds: 

(1) That the applicant is a corporation organized and existing under and 
by virtue of the laws of the State of Alabama, and is engaged in the generation, 
transmission and distribution of electric energy in the State of Alabama. The 
electric transmission lines of the applicant are interconnected with facilities 
of the Tennessee Valley Authority and certain public utilities operating in 
the States of Georgia, Florida and Mississippi, and energy is transmitted to 
and received from each of said companies and the Authority by the applicant; 

(2) That the considerations to be paid by the respective purchasers for the 
facilities as specifically described in exhibits A—1 to A-12 of said contract, and 
subject to the adjustments provided for in said contract, are as follows: 


Purchaser : Price 
Tennessee Valley Authority $1, 989, 000 
North Alabama Electric Cooperative 185, 000 
Sand Mountain Electric Cooperative 136, 100 
Cherokee County Electric Membership Corporation 81, 800 
City of Albertville 263, 100 
City of Huntsville te 1, 600, 000 
Cullman County Electric Membership Corporation 
Joe Wheeler Electric Membership Corporation 
City of Sheffield 
City 08 THUG e ken linden ossslaneinshtpetediteataiistcaink aba 
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(3) That the facilities proposed to be seld will continue to be used in the 
public service. The price to be paid for the facilities described in said contract, 
the sale of which is subject to the jurisdiction of this Commission, compares 
favorably. with the original cost thereof and does not appear to be excessive. It 
can reasonably be anticipated that the rates to the consumers for service after 
the consummation of the transfer will be lower than those now in effect and 
public relations in the territory involved will be improved by the elimination of 
duplication and threatened duplication of facilities ; 

(4) That certain distribution facilities owned by the applicant and located 
in the communities of Courtland, Decatur, Hartselle, Guntersville, Albertville, 
Fort Payne, Scottsboro, and Russellville are excluded from the sale by the 
terms of said contract. Competing municipal systems are now operating in these 
communities and negotiations have been or are being conducted for the sale of 
such facilities to the municipalities involved ; 

(5) That there will be a small decrease in the net income of the company as a 
result of the transaction proposed in the application. However, it appears that 
the business of the applicant in the territory is gradually declining and that the 
interests of security holders will not be adversely affected by the consummation 
of the sale; 

(6) That by the terms of section 1—B of said contract, applicant may retain 
such of the properties as are not the subject of good and valid tenders by the 
purchasers on the closing date, the purchasers having the right to acquire the 
same at any time within five years from said closing date at the respective pur- 
chase prices agreed upon, subject, however, to the adjustments provided for in 
said contract ; 

Wherefore, the Commission further finds: 

(7) That applicant owns and operates facilities for the transmission or sale at 
wholesale of electric energy transmitted from one state and consumed by persons 
other than the transmitter thereof at points outside such state and is a public 
utility within the meaning of the Federal Power Act; 

(8) That the facilities proposed to be sold include facilities for the transmission 
or sale at wholesale of electric energy transmitted from one state and consumed by 
persons other than the transmitter thereof at points outside such state, having 
value in excess of $50,000, the sale of which is subject to the jurisdiction of the 
Federal Power Commission under section 203 of the Federal Power Act; 

(9) That the proposed sale of said facilities insofar as subject to the re- 
quirements of section 203 will be consistent with the public interest and the 
authorization thereof as hereinafter provided will be appropriate to secure the 
maintenance of adequate service and the coordination in the public interest of 
facilities subject to the jurisdiction of the Commission ; 

The Commission orders: 

(A) That the sale of the facilities as proposed in the aforesaid application 
as amended including the exhibits thereto and subject to the terms and con- 
ditions thereof, be and the same hereby is authorized and approved insofar as 
it includes facilities subject to the provisions of section 203 of the Federal 
Power Act; 

(B) That the foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
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body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) That this authorization shall expire unless acted upon within 60 days after 
the entry of this order, provided, however, that in the event the applicant elects 
to retain, under section 1-B of said contract, any of the properties described 
therein because of the inability of any of the purchasers therein to make good 
and valid tenders upon the closing date thereof, the authorization granted 
hereby shall be effective for one year from date hereof with respect to the 
consummation of said contract of sale of such retained properties that may be 
subject to the provisions of section 203 of the Federal Power Act; 

(D) That the applicant shall report with reference to the subject matter 
hereof as required by the Commission's Rules of Practice and Regulations. 


Order authorizing issuance of annual license (minor) 
The Hook-Aston Milling Company 
(Project No. 1080) 
July 23, 1940 


Upon application filed February 21, 1940, by The Hook-Aston Milling Company 
of Zanesville, Ohio, for renewal of license for project No. 1080, affecting lands 
of the United States near United States dam No. 10 in the Muskingum River 
at Zanesville, Muskingum County, Ohio; and 

It appearing to the Commission that: 

(a) The original project license issued by the Commission expired May 1, 
1935, and annual licenses have been issued thereafter ; 

(b) The Chief of Engineers, War Department, has recommended that the 
annual license be renewed to May 1, 1941; 

The Commission, having considered the application and the project record, 
finds: 

(1) That a license for a period of one year, subject to and containing con- 
ditions as hereinafter provided, will not interfere or be inconsistent with 
the purposes of any reservoir or withdrawal of public lands of the United 
States ; 

(2) That the issuance of a license, as hereinafter provided, for the opera- 
tion and maintenance of project No. 1080 from May 2, 1940, to May 1, 1941, is 
justified and compatible with the public interest ; 

(3) That the annual charges, terms, and conditions for the issuance of a 
license, identical with those of the annual license which expired May 1, 1940, 
exclusive of the period thereof, are reasonable and should be contained in the 
license to be issued as hereinafter provided ; and 

The Commission orders: 

That a license containing the annual charges, terms, and conditions of the 
annual license which expired May 1, 1940, exclusive of the period thereof, be 


issued to the applicant for project No. 1080, effective May 2, 1940, and terminating 
May 1, 1941. 
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Order permitting Public Utilities Commissioner of Oregon to intervene 
Northwestern Electric Company 
(Docket No. IT-5642) 


July 25, 1940 

It appearing to the Commission that: 

(a) On July 22, 1940, the Public Utilities Commissioner of Oregon filed a 
petition for permission to intervene in and become a party to the above entitled 
proceeding ; 

(b) The participation of the Public Utilities Commissioner of Oregon in this 
proceeding may be in the public interest ; 

The Commission orders: 

That the Public Utilities Commissioner of Oregon be and he is hereby per- 
mitted to become an intervener and party to the above entitled proceeding 
subject to the rules and regulations of this Commission. 


Order permitting Department of Public Service of Washington to intervene 
Northwestern Electric Company 
(Docket No. IT-5642) 
July 25, 1940 


It appearing to the Commission that: 

(a) On July 22, 1940, the Department of Public Service of Washington filed 
a petition for permissior to intervene in and become a party to the above 
entitled proceeding ; 

(b) The participation of the Department of Public Service of Washington 
in this proceeding may be in the public interest ; 

The Commission orders: 

That the Department of Public Service of Washington be and it is hereby 
permitted to become an intervener and party to the above entitled proceeding 
subject to the rules and regulations of this Commission. 


Order granting partial eremption from payment of annual charges 
County of Mineral, Nevada 
(Project No. 296) 
July 30, 1940 


Upon application filed May 20, 1940, by County of Mineral, Nevada, licensee 
for project No. 296, for exemption from payment of annual charges- for the 
period from January 1, 1923, to December 31, 1939, inclusive, pursuant to 
the terms of section 10 (e) of the Federal Power Act and the regulations of 
the Commission thereunder, on the ground that the power transmitted by the 
project is sold to the public without profit ; and 

The Commission, having considered the application and the record thereon, 
finds: 
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(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is. entitled to claim exemption from payment 
of annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that it should 
be granted exemption from liability for payment of annual charges for the 
years 1924, 1925, 1927, 1928, and 1932, totaling $1,635.26 ; 

(3) That the licensee in its application for exemption has included in its 
income statement various items not properly chargeable to revenues, or income, 
and, therefore, has not shown that for the period from March 13 (the date 
of issuance of license) to December 31, 1923, and for the years 1926, 1929 to 
1931, inclusive, and the years 1933 to 1939, inclusive, it should not now pay 
the balance of $3,987.15; and 

(4) That it is consistent with the public interest to waive any penalties 
arising out of delay in filing the application ; 

The Commission orders: 

(A) That the licensee be and it is hereby exempted from liability under the 
license for project No. 296 for payment of annual charges for the years 1924, 
1925, 1927, 1928, and 1932, totaling $1,635.26, leaving a balance due of $3,987.15 
for the period March 13 to December 31, 1923, and the years 1926, 1929 to 1931, 
inclusive, and 1933 to December 31, 1939, inclusive ; 
(B) That payment of penalties is hereby waived. 


Order adjusting annual charges 
San Joaquin Light and Power Corporation 
(Project No. 175) 


July 30, 1940 























It appearing to the Commission that: 
On August 14, 1939, the license for project No. 175, San Joaquin Light and 
Power Corporation, licensee, was amended to include a specification of the 
Balch afterbay dam and to exclude from the project the Haas and Wishon 
developments, certain roads, a transmission line, and parts of the former 
project area, but without adjusting the annual charges for the project; 

The Commission, having considered the project records, finds: 

That the amount of annual] charges now fixed in the license to be paid by 
the licensee for the purpose of reimbursing the United States for the costs 
of administration of Part I of the Federal Power Act, as computed under 
the regulations of the Commission in force when so fixed, are lower than 
should be required for a project of similar authorized capacity and output, 
and are, therefore, unreasonable; and the charges so fixed for recompensing 
the United States for the use, occupancy, and enjoyment of its lands involved, 
including those for the transmission line, are not based upon a proper value 
of such lands nor computed appropriately therefor, and are likewise unrea- 
sonable. Such annual charges should be adjusted to conform to the schedule 
of charges specified in the rules and regulations of the Commission, and such 
adjusted annual charges are reasonable as hereinafter fixed; and 

The Commission orders: 

That article 15 of the license for project No. 175 be superseded by the fol- 
lowing new article 15, effective as of August 14, 1939: 
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“Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission, the licensee shall pay to the United States the 
following annual charges: 

“(i) For the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, one (1) cent per horsepower on the horse- 
power capacity authorized to be installed by this license, plus two and one- 
half (214) cents per thousand kilowatt-hours of energy generated by the 
project during the fiscal year ended June 30 preceding the submission of a 
bill therefor by the Commission; and 

“(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, excluding those for the transmission line, 
$512.54 ; . 

“(iii) For the purpose of recompensing the United States for the use, oc- 
ecupancy, and enjoyment of its lands for the transmission line, $208.08; 

“Such charges shall be paid within 30 days from the end of each calendar 
year or within 30 days of rendition of a bill therefore by the Commission, 
whichever is later. A penalty will be imposed pursuant to the provisions of the 
Act for delinquency in payment unless otherwise ordered by the Commission.” 


Order denying application to consolidate proceedings 


The City of Toledo, Ohio, Complainant, v. Hope Natural Gas Company, 
- Defendant 


(Docket No. G—176) 
July 30, 1940 


It appearing to the Commission that: 

(a) The city of Toledo filed a complaint, under the authority of the Natural 
Gas Act, against Hope Natural Gas Company on June 8, 1940, alleging that the 
price of 30 cents per m. c. f. for natural gas sold by Hope Natural Gas Company 
to the distributing company, Northwestern Ohio Natural Gas Company, and 
delivered to Northwestern Ohio Natural Gas Company’s transporting affiliate, 
Ohio Fuel Gas Company, at Gravel Bank, Ohio, is unlawful, excessive, and 
unreasonable ; 

(b) The Hope Natural Gas Company filed an answer to Toledo’s complaint 
on July 6, 1940, reciting that the price charged by it to Northwestern Ohio 
Natural Gas Company is not sufficient “to yield a fair return on the fair value 
of its properties devoted to that service and that said price should be 
substantially increased ;” 

(c) The property devoted to the natural-gas service under consideration was 
formerly owned by the Reserve Gas Company which was merged with the 
Hope Natural Gas Company on December 30, 1939, and the contract of Reserve 
Gas Company with Northwestern Ohio Natural Gas Company, which expires 
December 31, 1941, was assumed by Hope Natural Gas Company and is desig- 
nated as its rate schedule FPC No. 6 and supplement No. 1; 

(d) The City of Toledo requested that its complaint proceeding be consoli- 
dated with the proceedings designated as Hope Natural Gas Company, docket 
Nos. G-100, G—101, G-113 and G-—127, which involve the determination of 
whether Hope Natural Gas Company’s interstate wholesale rates are unjust, 
unreasonable, unduly discriminatory or preferential, and which proceedings 
have progressed to the point where the company’s case-in-chief has been pre- 
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sented and the related cross-examination practically completed without con- 
sideration of that property formerly owned by the Reserve Gas Company 
which was merged with Hope Natural Gas Company on December 30, 1939; 

(e) Considerable additional time would be required to prepare and present 
evidence with respect to Hope Natural Gas Company’s recently acquired prop- 
erties devoted to the natural-gas service involved in the city of Toledo's 
complaint ; 

The Commission finds: 

That it would not be in the public interest to consolidate the city of Toledo’s 
complaint case with the consolidated proceedings, designated as docket Nos. 
G-100, G-101, G-113, and G—127, because the consequent delay would impede 
the completion of said consolidated proceedings ; 

The Commission, therefore, orders: 

That the city of Toledo’s application to have this proceeding consolidated 
with the pending Hope Natural Gas Company proceedings, docket Nos. G—100, 
G-101, G—113 and G—127, be and it is hereby denied. 


Order reopening proceeding and fixing date for further hearing 
United Gas Pipe Line Company 
(Docket No. G—144) 
August 8, 1940 


Upon reconsideration of the Commission’s orders of April 20, 1940, and June 12, 
1940, disallowing proposed increased rates or charges for the sale of natural 
gas by the United Gas Pipe Line Company to the Mississippi River Fuel Cor- 
poration for resale for ultimate public consumption for domestic or commercial 
use ; 

It appearing to the Commission that: 

(a) United Gas Corporation owns 100 percent of the voting stock of United 
Gas Pipe Line Company ; 

(b) As disclosed by reports of the Federal Trade Commission (vol. 82, pages 
847-851), pursuant to S. Res. 83, 70th Cong., 1st sess., Standard Oil Company, 
(New Jersey), Columbian Carbon Company, United Carbon Company, Electric 
Power. & Light Corporation, Moody Seagraves Company, and Palmer .Corpo- 
ration of Louisiana, formed a syndicate for the purpose of cooperating with 
each other in the construction and operation of an interstate transmission natural- 
gas pipe line through the agency of the Mississippi River Fue] Corporation which 
had been incorporated for this purpose by certain members of said syndicate, 
and the furnishing of natural gas for the entire requirements of said pipe line; 

(c) According to said Federal Trade Commission Reports (vol. No. 82, page 
769), on August 19, 1929, at the time of the original issuance of stock by said 
Mississippi River Fuel Corporation, “United Gas Co., a subsidiary of United Gas 
Corporation, took the proportion allotted to Moody Seagraves Co., and Louisiana 
Gas & Fuel Co. took the combined allotments of Electric Power & Light Corpora- 
tion and Palmer Corporation of Louisiana. Palmer Corporation of Louisiana was 
a subsidiary of Louisiana Gas & Fuel Co., and the latter company was controlled 
by Electric Power & Light Corporation.” Said reports state that the United 
Gas Corporation, Louisiana Gas & Fuel Co., and Electric Power & Light Corpora- 
tion were members of the Electric Bond & Share Company Group (vol. No. 83, 
pages 1777-1779) ; and that the interests of United Gas Co. and Louisiana Gas 
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& Fuel Co. in the Mississippi River Fuel Corporation were subsequently acquired 
by said United Gas Corporation (vol. No. 82, page 102) ; 

(d) The present percentages of ownership of the voting stock of said Mis- 
sissippi River Fuel Corporation are: United Gas Corporation, 46.65 percent ; 
Standard Oil Company (New Jersey), 22.39 percent; Columbian Carbon Com- 
pany, 17.02 percent; and United Carbon Company, 13.43 percent ; 

(e) The agreement between the original members of the said syndicate, 
dated June 26, 1928, states in paragraph 5, as follows: “The syndicate shall 
cause the pipe-line corporation (Mississippi River Fuel Corporation) to enter 
into contracts and supplemental contracts with the members of the syndicate, 
respectively, or their respective nominees, to furnish to the pipe-line corpora- 
tion such natural gas as may be required by the pipe-line corporation * * *,” 
and in paragraph 9, that “Subject to the provisions of this agreement, members 
of the syndicate agree to be bound by the action of a majority of the whole 
number of the board of directors of the pipe-line corporation, provided that 
such majority shall include the director designated by Standard (Standard 
Oil Company [New Jersey]), as to * * * the prices and terms of proposed 
contracts for the sale of gas.” (Federal Trade Commission Reports, vol. No. 82, 
pages 848-849) ; 

(f) The said stockholders of Mississippi River Fuel Corporation control by 
stock ownership and otherwise the United Gas Pipe Line Company, Southern 
Carbon Company, Interstate Natural Gas Company, Incorporated, and Hope 
Producing Company, which companies together with the United Carbon Com- 
pany furnish natural gas for the entire requirements of said Mississippi River 
Fuel Corporation ; 

(g) The Mississippi River Fuel Corporation has constructed a natural-gas 
pipe line for the corporations controlling it, as above stated, and said corpora- 
tion has acted as their agent in the transportation and sale of natural gas in 
interstate commerce; and the contracts between the Mississippi River Fuel 
Corporation and the companies named in paragraph (f) above for said cor- 
poration’s entire requirements of natural gas are identical in their terms, 
conditions, rates and charges; 

The Commission finds: 

That it is necessary, desirable, and in the public interest that this proceeding 
be reopened, and that, among other things, further evidence be taken concerning 
the formation, continuance, and purposes of such syndicate which created, 
owns, and controls the Mississippi River Fuel Corporation, the extent of the 
affiliation between said corporation and those companies from which said cor- 
poration purchases its entire supply of natural gas (which companies are also 
controlled by. the said stockholders of Mississippi River Fuel Corporation), and 
the effect of such affiliation or common gontrol upon the rates or charges pro- 
vided in the contracts for the sale of natural gas to the Mississippi River 
Fuel Corporation ; 

The Commission orders: 

(A) That the orders of April 20, 1940, and June 12, 1940, disallowing pro- 
posed increased rates or charges for the sale of natural gas by the United 
Gas Pipe Line Company to the Mississippi River Fuel Corporation for resale 
for ultimate public consumption for domestic or commercial use, be and they 
are hereby set aside; 

(B) That further public hearing in this proceeding be held on October 7, 
1940, at 10 o’clock a. m., EB. 8. T., in the hearing room of the Federal Power 
Commission in the Hurley-Wright Building, 1800 Pennsylvania Avenue N.W., 
Washington, D. C.; 
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(C) That for the purposes of hearing only, this proceeding shall be con- 
solidated with similar hearings, to be held at the same time and place, in 
the matters of: Interstate Natural Gas Company, Incorporated, and Hope 
Producing Company, docket No. G-146; Southern Carbon Company, docket No. 
G-145; and, United Carbon Company, docket No. G-147; 

(D) That nothing contained in this order shall be construed as authority 
to make effective the proposed increased rates or charges for the sale of 
natural gas by the United Gas Pipe Line Company to the Mississippi River 
Fuel Corporation, which rates and charges were suspended by the Commission’s 
order of November 20, 1939. 


Order reopening proceeding and fiving date for further hearing 
Southern Carbon Company 
(Docket No. G—145) 
August 8, 1940 


Upon reconsideration of the Commission’s order of April 20, 1940, disallow- 
ing proposed increased rates or charges for the sale of natural gas by the 
Southern Carbon Company to the Mississippi River Fuel Corporation for 
resale for ultimate public consumption for domestic or commercial use; 

It appearing to the Commission that: 

(a) Columbian Carbon Company owns 100 percent of the voting stock of 
Southern Carbon Company ; 

(bv) As disclosed by reports of the Federal Trade Commission (vol. 82, pages 
847-851), pursuant to S. Res. 83, 70th Cong. 1st sess., Standard Oil Company 
(New Jersey), Columbian Carbon Company, United Carbon Company, Electric 
Power & Light Corporation, Moody Seagraves Company, and Palmer Corpora- 
tion of Louisiana, formed a syndicate for the purpose of cooperating with each 
other in the construction and operation of an interstate transmission natural- 
gas pipe line through the agency of the Mississippi River Fuel Corporation 
which had been incorporated for this purpose by certain members of said 
syndicate, and the furnishing of natural gas for the entire requirements of said 
pipe line; 

(c) According to said Federal Trade Commission Reports (vol. No. 82, page 
769), on August 19, 1929, at the time of the original issuance of stock by said 
Mississippi River Fuel Corporation, “United Gas Co., a subsidiary of United 
Gas Corporation, took the proportion allotted to Moody Seagraves Co., and 
Louisiana Gas & Fuel Co. took the combined allotments of Blectric Power & 
Light Corporation and Palmer Corporation of Louisiana. Palmer Corporation 
of Louisiana was a subsidiary of Louisiana Gas & Fuel Co., and the latter 
company was controlled by Electric Power & Light Corporation.” Said reports 
state that the United Gas Corporation, Louisiana Gas & Fuel Co., and Electric 
Power & Light Corporation were members of the Electric Bond & Share Com- 
pany group (vol. No. 83, pages 1777-17798); and that the interests of United 
Gas Co. and Louisiana Gas & Fuel Company in the Mississippi River Fuel 
Corporation were subsequently acquired by said United Gas Corporation (vol. 
No. 82, page 102) ; 

(d) The present percentages of ownership of the voting stock of said Mississippi 
River Fuel Corporation are United Gas Corporation, 46.65 percent; Standard 
Oil Company (New Jersey), 22.39 percent; Columbian Carbon Company, 17.02 
percent ; and United Carbon Company, 13.43 percent ; 
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(e) The agreement between the original members of the said syndicate, dated 
June 26, 1928, states in paragraph 5 as follows: “The syndicate shall cause the 
pipe-line corporation (Mississippi River Fuel Corporation) to enter into contracts 
end supplemental contracts with the members of the syndicate, respectively, or 
their respective nominees, to furnish to the pipe-line corporation such natural 
gas as may be required by the pipe-line corporation, * * *,” and in paragraph 
9, that, “Subject to the provisions of this agreement, members of the syndicate 
agree to be bound by the action of a majority of the whole number of the board 
of directors of the pipe-line corporation, provided that such majority shall include 
the director designated by Standard (Standard Oil Company [New Jersey]), as 
to * * * the prices and terms of propesed contracts for the sale of gas.” 
(Federal Trade Commission Reports, vol. No. 82, pages 848-849 }-; 

(f) The said stockholders of Mississippi River Fuel Corporation control by 
stock ownership and otherwise the United Gas Pipe Line Company, Southern 
Carbon Company, Interstate Natural Gas Company, Incorporated, and Hope 
Producing Company, which companies, together with the United Carbon Company 
furnish natural gas for the entire requirements of said Mississippi River Fuel 
Corporation ; 

(g) The Mississippi River Fuel Corporation has constructed a natural-gas 
pipe line for the corporations controlling it, as above stated, and said corporation 
has acted as their agent in the transportation and sale of natural gas in interstate 
commerce ; and the contracts between the Mississippi River Fuel Corporation aad 
the companies named in paragraph (f) above for said corporation’s entire 
requirements of natural gas are identical in their terms, conditions, rates, and 
charges ; 

The Commission finds: 


That it is necessary, desirable, and in the public interest that this proceeding 
be reopened, and that, among other things, further evidence be taken concerning 
the formation, continuance, and purposes of such syndicate which created, owns, 
and controls the Mississippi River Fuel Corporation, the extent of the affiliation 
between said corporation and those companies from which said corporation pur- 
chases its entire supply of natural gas (which companies are also controlled by 
the said stockholders of Mississippi River Fuel Corporation) ; and the effect of 
such affiliation or common control upon the rates or charges provided in-the con- 
tracts for the sale of natural gas to the Mississippi River Fuel Corporation ; 

The Commission orders: 

(A) That the order of April 20, 1940, disallowing proposed increased rates 
or charges for the sale of natural gas by the Southern Carbon Company to the 
Mississippi River Fuel Corporation for resale for ultimate public consumption for 
domestic or commercial use, be and it is hereby set aside; 

(B) That further public hearing in this proceeding be held on October 7, 1940, 
at 10 o’clock a. m., E. S. T., in the hearing room of the Federal Power Commission 
in the Hurley-Wright Building, 1800 Pennsylvania Avenue N.W., Washington, 
D. C.; 

(C) That for the purposes of hearing only, this proceeding shall be consolidated 
with similar hearings, to be held at the same time and place, in the matters of: 
United Gas Pipe Line Company, docket No. G—144; Interstate Natural Gas Com- 
pany, Incorporated, and Hope Producing Company, docket No. G—146; and 
United Carbon Company, docket No. G—147; 

(D) That nothing contained in this order shall be construed as authority to 
make effective the proposed increased rates or charges for the sale of natural gas 
by the Southern Carbon Company to the Mississippi River Fuel Corporation, 


which rates and charges were suspended by the Commission’s order of November 
20, 1939. 
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Order reopening proceeding and fixing date for further hearing 


Interstate Natural Gas Company, Incorporated, and Hope Producing Company 


(Docket No. G—146) 


August 8, 1940 


Upon reconsideration of the Commission’s orders of April 29, 1940, and June 
14, 1940, disallowing proposed increased rates or charges for the sale of natural 
gas by the Interstate Natural Gas Company, Incorporated, and Hope Producing 
Company to the Mississippi River Fuel Corporation for resale for ultimate 
public consumption for domestic or commercial use ; 

It appearing to the Commission that: 

(a) Standard Oil Company (New Jersey) owns 53.97 percent of the voting 
stock of Interstate Natural Gas Company, Incorporated, and 100 percent of 
the voting stock of Hope Producing Company; and said Standard Oil Company 
(New Jersey) has control of the management of each of said companies ; 

(b) Columbian Carbon Company owns 17.29 percent of the voting stock of 
Interstate Natural Gas Company, Incorporated ; 

(c) As disclosed by reports of the Federal Trade Commission (vol. 82, pages 
847-851), pursuant to S. Res. 83, 70th Cong. ist sess., Standard Oil Company 
(New Jersey), Columbian Carbon Company, United Carbon Company, Electric 
Power & Light Corporation, Moody Seagraves Company, and Palmer Corpora- 
tion of Louisiana, formed a syndicate for the purpose of cooperating with each 
other in the construction and operation of an interstate transmission natural- 
gas pipe line through the agency of the Mississippi River Fuel Corporation 
which had been ineorporated for this purpose by certain members of said 
syndicate, and the furnishing of natural gas for the entire requirements of 
said pipe line; 

(d) According to said Federal Trade Commission Reports (vol. No. 82, page 
769), on August 18, 1929, at the time of the original issuance of stock by said 
Mississippi River Fuel Corporation, “United Gas Co., a subsidiary of United 
Gas Corporation, took the proportion allotted to Moody Seagraves Co., and 
Louisiana Gas & Fuel Co. took the combined allotments of Electric Power & 
Light Corporation and Palmer Corporation of Louisiana. Palmer Corporation 
of Louisiana was a subsidiary of Louisiana Gas & Fuel Co., and the latter com- 
pany was controlled by Electric Power & Light Corporation.” Said reports state 
that the United Gas Corporation, Louisiana Gas & Fuel Co., and Electric Power 
& Light Corporation were members of the Electric Bond & Share Company group 
(vol. No. 83, pages 1777-1779) ; and that the interests of United Gas Co. and 
Louisiana Gas & Fuel Co. in the Mississippi River Fuel Corporation were subse- 
quently acquired by said United Gas Corporation (vol. No. 82, page 102) ; 

(e) The present percentages of ownership of the voting stock of said Missis- 
sippi River Fuel Corporation are United Gas Corporation, 46.65 percent; Stand- 
ard Oil Company (New Jersey), 22.39 percent; Columbian Carbon Company, 
17.02 percent; and United Carbon Company, 13.43 percent; 

(f) The agreement between the original members of the said syndicate, dated 
June 26, 1928, states in paragraph 5, as follows: “The syndicate shall cause 
the pipe-line corporation (Mississippi River Fuel Corporation) to enter into 
contracts and supplemental contracts with the members of the syndicate, respec- 
tively, or-their respective nominees, to furnish to the pipe-line corporation such 
natural gas as may be required by the pipe-line corporation, * * *,” and in 
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paragraph 9, that “Subject to the provisions of this agreement, members of 
the syndicate agree to be bound by the action of a majority of the whole 
number of the board of directors of the pipe-line corporation, provided that such 
majority shall include the director designated by Standard (Standard Oil 
Company [New Jersey]), as to * * * the prices and terms of proposed con- 
tracts for the sale of gas.” (Federal Trade Commission Reports, vol. No. 82, 
pages 848-849) ; 

(g) The said stockholders of Mississippi River Fuel Corporation control by 
stock ownership and otherwise the United Gas Pipe Line Company, Southern 
Carbon Company, Interstate Natural Gas Company, Incorporated, and Hope 
Producing Company, which companies together with the United Carbon Com- 
pany furnish natural gas for the entire requirements of said Mississippi River 
Fuel Corporation ; 

(h) The Mississippi River Fuel Corporation has constructed a natural-gas 
pipe line for the corporations controlling it, as above stated, and said corpora- 
tion has acted as their agent in the transportation and sale of natural gas in 
interstate commerce; and the contracts between the Mississippi River Fuel 
Corporation and the companies named in paragraph (g) above for said cor- 
poration’s entire requirements of natural gas are identical in their terms, 
conditions, rates, and charges; 

The Commission finds: 

That it is necessary, desirable and in the public interest that this proceeding 
be reopened, and that among other things, further evidence be taken concerning 
the formation, continuance, and purposes of such syndicate which created, owns, 
and controls the Mississippi River Fuel Corporation, the extent of the affiliation 
between said corporation and those companies from. which said corporation 
purchases its entire supply of natural gas (which companies are also controlled 
by the said stockholders of Mississippi River Fuel Corporation), and the effect 
of such affiliation or common control upon the rates or charges provided in the 
contracts for the sale of natural gas to the Mississippi River Fuel Corporation ; 

The Commission orders: 

(A) That the orders of April 20, 1940, and June 14, 1940, disallowing proposed 
increased rates or charges for the sale of natural gas by the Interstate Natural 
Gas Company, Incorporated, and Hope Producing Company to the Mississippi 
River Fuel Corporation for resale for ultimate public consumption for domestic 
or commercial use, be and they are hereby set aside; 

(B) That further public hearing in this proceeding be held on October 7, 
1940, at 10 o’clock a. m., E. S. T., in the hearing room of the Federal Power 
Commission in the Hurley-Wright Building, 1800 Pennsylvania Avenue N.W., 
Washington, D. C.; 

(C) That for the purposes of hearing only, this proceeding shall be consoli- 
dated with similar hearings, to be held at the same time and place, in the 
matters of: United Gas Pipe Line Company, docket No. G—144; Southern Carbon 
Company, docket No. G-145; and United Carbon Company, docket No. G-147; 

(D) That nothing contained in this order shall be construed as authority 
to make effective the proposed increased rates or charges for the sale of natural 
gas by the Interstate Natural Gas Company, Incorporated, and Hope Producing 
Company to the Mississippi River Fuel Corporation, which rates and charges 
were suspended by the Commission’s order of November 20, 1939. 
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Order instituting investigation and fixing date of hearing 


Mississippi River Fuel Corporation 


(Docket No. G—181) 
August 8, 1940 


It appearing to the Commission that: 

(a\ As disclosed by reports of the Federal Trade Commission (vol. 82, pages 
847-851), pursuant to S. Res. 83, 70th Cong. 1st sess., Standard Oil Company 
(New Jersey), Columbian Carbon Company, United Carbon Company, Electric 
Power & Light Corporation, Moody Seagraves Company, and Palmer Corpora- 
tion of Louisiana, formed a syndicate for the purpose of cooperating with each 
other in the construction and operation of an interstate transmission natural- 
gas pipe line through the agency of the Mississippi River Fuel Corporation 
which had been incorporated for this purpose by certain members of said syndi- 
cate, and the furnishing of natural gas for the entire requirements of said 
pipe line; 

(6) According to said Federal Trade Commission reports (vol. No. 82, page 
769), on August 19, 1929, at the time of the original issuance of stock by said 
Mississippi River Fuel Corporation, “United Gas Co., a subsidiary of United 
Gas Corporation, took the proportion allotted to Moody Seagraves Co., and 
Louisiana Gas & Fuel Co. took the combined allotments of Electric Power & 
Light Corporation and Palmer Corporation of Louisiana. Palmer Corporation 
of Louisiana was a subsidiary of Louisiana Gas & Fuel Co., and the latter com- 
pany was controlled by Electric Power & Light Corporation.” Said reports 
state that the United Gas Corporation, Louisiana Gas & Fuel Co., and Electric 
Power & Light Corporation were members of the Electric Bond & Share Com- 
pany group (vol. No. 83, pages 1777-1779) ; and that the interests of United Gas 
Co. and Louisiana Gas & Fuel Co. in the Mississfppi River Fuel Corporation 
were subsequently acquired by said United Gas Corporation (vol. No. 82, 
page 102) ; 

(c) The present percentages of ownership of the voting stock of said Missis- 
sippi River Fuel Corporation are United Gas Corporation, 46.65 percent; 
Standard Oil Company (New Jersey), 22.39 percent; Columbian Carbon Com- 
pany, 17.02 percent; and United Carbon Company, 13.43 percent; 

(d) The agreement between the original members of the said syndicate, dated 
Tune 26, 1928, states in paragraph 5 as follows: 

“The syndicate shall cause the pipe-line corporation (Mississippi River Fuel 
Corporation) to enter into contracts and supplemental contracts with the mem- 
bers of the syndicate, respectively, or their respective nominees, to furnish to 
the pipe-line corporation such natural gas as may be required by the pipe-line 
corporation, * * *,” and in paragraph 9 that “Subject to the provisions 
of this agreement, members of the syndicate agree to be bound by the action 
of a majority of the whole number of the board of directors of the pipe-line 
corporation, provided that such majority shall include the director designated 
by Standard (Standard Oil Company [New Jersey]) as to * * * the prices 
and terms of proposed contracts for the sale of gas” (Federal Trade Commis- 
sion Reports, vol. No. 82, pages 848-849) ; 
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(e) Four pending proceedings before this Commission involve rates or charges 
for the sale of natural gas to the Mississippi River Fuel Corporation. These 
proceedings are in the matters of: United Gas Pipe Line Company, docket No, 
G-144; Southern Carbon Company, docket No. G-145; Interstate Natural Gas 
Company, Incorporated, and Hope Producing Company, docket No. G-146; and 
United Carbon Company, docket No. G—147; 

(f) United Gas Corporation controls all of the voting stock of the United 
Gas Pipe Line Company, and 46.65 percent of the voting stock of the Mississippi 
River Fuel Corporation ; 

(g) Columbian Carbon Company owns 100 percent of the voting stock of 
the Southern Carbon Company and 17.02 percent of the voting stock of the 
Mississippi River Fuel Corporation ; , 

(hk) Standard Oil Company (New Jersey) owns 53.97 percent of the voting 
stock of the Interstate Natural Gas Company, Incorporated; 100 percent of 
the voting stock of the Hope Producing Company; and 22.39 percent of the 
voting stock of the Mississippi River Fuel Corporation ; 

(i) United Carbon Company controls 13.43 percent of the voting stock of 
the Mississippi River Fuel Corporation ; 

(j) The companies named in paragraph (e) hereof furnish natural gas for 
the entire requirements of said Mississippi River Fuel Corporation; 

(k) The Mississippi River Fuel Corporation has constructed a natural-gas 
pipe line for the corporations conttfolling it, as above stated, and said corpora- 
tion has acted as their agent in the transportation and sale of natural gas 
in interstate commerce; and the contracts between the Mississippi River Fuel 
Corporation and the companies named in paragraph (e) above for said cor- 
poration’s entire requirements of natural gas are identical in their terms, 
conditions, rates, and charges; 

The Commission finds: 

That it is necessary, desirable, and in the public interest that an investi- 
gation be made of the circumstances and conditions concerning the formation, 
continuance, and purposes of such syndicate which created, owns, and controls 
the Mississippi River Fuel Corporation, the extent of the affiliation between said 
corporation and those companies from which said corporation purchases its 
entire supply of natural gas (which companies are also controlled by said 
stockholders of the Mississippi River Fuel Corporation), and the effect of such 
affiliation or common control upon the rates or charges provided in the con- 
tracts for the sale of natural gas to the Mississippi River Fuel Corporation, 
and that a hearing be held herein; 

The Commission orders: 

(A) That a public hearing in this proceeding be held on October 7, 1940, at 
10 o’ clock a. m., E. 8S. T., in the hearing room of the Federal Power Commis- 
sion in the Hurley-Wright Building, 1800 Pennsylvania Avenue, N.W., Washing- 
ton, D. C., concerning the formation, continuance, and purposes of such syndi- 
cate which created, owns, and controls the Mississippi River Fuel Corporation ; 
the extent of the affiliation between said corporation and those companies 
from which said corporation purchases its entire supply of natural gas (which 
companies are also controlled by said stockholders of the Mississippi River 
Fuel Corporation), and the effect of such affiliation or common control upon 
the rates or charges provided in the contracts for the sale of natural gas to 
the Mississippi River Fuel Corporation; 

(B) That for the purposes of hearing only, this proceeding shall be con- 
solidated with similar hearings, to be held at the same time and place, in the 
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matters of: United Gas Pipe Line Company, docket No. G—144; Southern 
Carbon Company, docket No. G-145; Interstate Natural Gas Company, Incor- 
porated, and Hope Producing Company, docket No. G—146; United Carbon 
Company, docket No. G-147. , 


Finding of Commission 


Lands Withdrawn in Power Site Classification No. 33, Power Site Reserve 
No. 514, and Project No. 654 


August 9, 1940 


Upon request of the General Land Office by letter dated June 7, 1940, on 
behalf of the War Department, for a report by the Commission on certain lands 
of the United States on the North Fork of the White River, Arkansas, therein 
described, so that they may be withdrawn for the construction of the Norfolk 
dam and reservoir by the War Department under the Flood Control Act of 
1938 (52 Stat. 1215) ; and 

It appearing from the letter and the record thereon, that: 

(a) The Flood Control Act of 1988 (52 Stat. 1215) authorized the Secretary 
of War to acquire, in the name of the United States, title to lands or in- 
terests therein necessary for the construction of dams, reservoirs, or other 
works, for flood-control purposes ; 

(b) Included in the lands described in the aforesaid letter are lands reserved 
under the provisions of section 24 of the Federal Power Act pursuant to the 
filing of application for preliminary permit for project No. 654, as well as 
lands withdrawn in Power Site Classification No. 33 and Power Site Reserve 
No. 514 by Interior Department Order dated April 29, 1922, and Executive 
Order dated December 18, 1915, respectively ; 

(c) The aforesaid letter describes: 

(i) The power site classification embracing lot 2 (S4%NW1%4NW%,) see. 11, 
T. 18 N., R. 12 W., as No. 30, but the land withdrawal records show the correct 
power site classification to be No. 33; 

(ii) The SEYSW sec. 31, T. 21 N., R. 12 W., as reserved for project No. 
654, whereas the description of the tract in the Commission’s withdrawal noti- 
fication letter of June 24, 1932, is the SEY%SW4SE¥ sec. 31, and no power 
site withdrawal is found covering the said SE4SW*¥ sec. 31; 

(iii) Five items of land descriptions as listed in Executive Order of April 
29, 1922, power project No. 654, but these appear to have been listed in the 
Executive Order of December 18, 1915, Power Site Reserve No. 514; 

(d) The priority for the use of those of the lands withdrawn pursuant to 
the filing of application for preliminary permit for proposed project No. 654 
was later waived by the amendment of the application to exclude the North 
Fork development and the authorization-for the project rescinded by the Com- 
mission order of June 29, 1938, for the reason, among others, that the public 
interest necessitated such action pending the determination of the projects in 
the White River Basin to be undertaken by the United States; 

The Commission finds: 

That it has no objection to the withdrawal of the aforementioned lands 
for the construction of the Norfolk dam and reservoir by the War Department 
under the Flood Control Act of 1938 (52 Stat. 1215). 
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Order denying intervention of The Northern Colorado Coal Producers’ Association 
and granting privilege of participation 


Canadian River Gas Company, et al. 
(Doeket No. G—124) 
August 9, 1940 


It appearing to the Commission that: 

(a) On January 10, 1940, the Northern Colorado Coal Producers’ Association, 
a corporation organized and existing under the laws of the State of Colorado, 
filed a petition for leave to intervene in this proceeding; 

(b) Said Northern Colorado Coal Producers’ Association is not engaged in the 
production, transmission, or distribution of natural gas, nor does it presently 
operate any facilities therefor ; 

(c) The participation of The Northern Colorado Coal Producers’ Association 
in this proceeding as an intervener and a party thereto has not been shown to 
be necessary ; 

The Commission orders: 

(A) That the petition.of The Northern Colorado Coal Producers’ Association 
to intervene and to become a party to this proceeding be and it is hereby denied ; 
provided, however, that The Northern Colorado Coal Producers’ Association may 
participate in the hearing in this proceeding, to the extent of introducing relevant 
and material evidence and may also make oral argument and file briefs; 

(B) That the granting of permission to The Northern Colorado Coal Producers’ 
Association to so participate shall not be construed as recognition by the Com- 
mission that said Association might be aggrieved by any order the Commission 
may issue in this proceeding. 


Order denying intervention of Southern Appalachian Coal Operators’ Assocta- 
tion, Virginia Coal Operators’ Association, Incorporated, Harlan County Coat 
Operators’ Association, and Hazard Coal Operators’ Association, and granting 
privilege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G—165) 
August 9, 1940 


Upon application filed August 5, 1940, by Southern Appalachian Coal Opera- 
tors’ Association, Virginia Coal Operators’ Association, Incorporated, Harlan 
County Coal Operators’ Association, and Hazard Coal Operators’ Association, 
praying for leave to intervene in this proceeding ; 

It appearing to the Commission that: 

None of the above petitioners is engaged in the production, transmission, or 
distribution of natural gas, nor do they presently operate any facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of Southern Appalachian Coal Operators’ Association, 
Virginia Coal Operators’ Association, Incorporated, Harlan County Coal Opera- 
tors’ Association, and Hazard Coal Operators’ Association, in this proceeding as in- 


on as e& eet Oe lhe 
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terveners and parties thereto has not been shown to be necessary in view of the 
fact that under section 7 (c) of the Natural Gas Act, pursuant to which the appii- 
cation of Tennessee Gas & Transmission Company was filed, this Commission 
does not have unlimited jurisdiction, but a certificate of public convenience and 
necessity is required to be obtained from the Commission only when a natural-gas 
company undertakes the construction or extension of facilities for the trans- 
portation of natural gas to a market in which natural gas is already being 
served by another natural-gas company ; 

The Commission orders: 

That the petition of Southern Appalachian Coal Operators’ Association, Vir- 
ginia Coal Operators’ Association, Incorporated, Harlan County Coal Operators’ 
Association, and Hazard Coal Operators’ Association to intervene and to become 
parties to this proceeding be and it is hereby denied; provided, however, that 
said Southern Appalachian Coal Operators’ Association, Virginia Coal Operators’ 
Association, Incorporated, Harlan County Coal Operators’ Association, and Haz- 
ard Coal Operators’ Association may participate in the hearing to be held on this 
proceeding on September 4, 1940, to the extent of introducing relevant and 
material evidence and may also make oral arguments and file briefs. 


Order denying intervention of Railway Labor Erecutives Association and 
granting privilege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G-165) 
August 9, 1940 


Upon application of Railway Labor Executives Association, filed August 7, 
1940, praying for leave to intervene in this proceeding; 

It appearing to the Commission that: 

Said Railway Labor Executives Association is not engaged in the production, 
transmission, or distribution of natural gas, nor does it presently operate any 
facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of the Railway Labor Executives Association in this 
proceeding as an intervener and a party thereto has not been shown to be nec- 
essary in view of the fact that under section 7 (c) of the Natural Gas Act, 
pursuant to which the application of Tennessee Gas & Transmission Company 
was filed, this Commission does not have unlimited jurisdiction, but a certificate 
of public convenience and necessity is required to be obtained from the Com- 
mission only when a natural-gas company undertakes the construction or exten- 
sion of facilities for the transportation of natural gas to a market in which natural 
gas is already being served by another natural-gas company ; 

The Commission orders: 

That the petition of the Railway Labor Executives Association to intervene 
and to become a party to this proceeding be and it is hereby denied; provided, 
however, that the Railway Labor Executives Association may participate in the 
hearing to be held in this proceeding on September 4, 1940, to the extent of 
introducing relevant and material evidence and may also make oral argument 
and file briefs. 
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Order denying intervention of Alabama Coals, Incorporated, and granting privi- 
lege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G—165) 
August 9, 1940 


Upon petition filed August 1, 1940, by Alabama Coals, Incorporated, praying 
for leave to intervene in this proceeding ; 

It appearing to the Commission that: 

Said Alabama Coals, Incorporated, is not engaged in the production, trans- 
mission or distribution of natural gas, nor does it presently operate any 
facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of Alabama Coals, Incorporated, in this proceeding 
as an intervener and a party thereto has not been shown to be necessary in 
view of the fact that under section 7 (c) of the Natural Gas Act, pursuant 
to which the application of Tennessee Gas & Transmission Company was filed, 
this Commission does not have unlimited jurisdiction, but a certificate of 
public convenience and necessity is required to be obtained from the Commission 
only when a natural-gas company undertakes the construction or extension 
of facilities for the transportation of natural gas to a mafKet in which natural 
gas is already being served by another natural-gas company ; 

The Commission orders: 

That the petition of Alabama Coals, Incorporated, to intervene and to become 
a party to this proceeding be and it is hereby denied; provided, however, that 
Alabama Coals, Incorporated, may participate in the hearing to be held in 
this proceeding on September 4, 1940, to the extent of introducing relevant and 
material evidence and may also make oral argument and file briefs. 


Order modifying determination of actual legitimate original cost 
Portland General Electric Company 
(Project No. 135) 
September 6, 1940 


The Commission, in its opinion Jn the matter of Portland General Electric Co., 
1 F. P. C. 161, and by order adopted July 31, 1934, determined the ‘actual legiti- 
mate original cost of the second unit of project No. 135, as of January 31, 1931, 
in the sum of $824,078.31, and by consent order adopted April 22, 1935, modified 
the prior determination, in the amount of $2,898.11, to the aggregate of 
$821,180.20 ; 

It appearing to the Commission that the sum of $821,180.20, now shown in 
the accounts of the licensee as the actual legitimate original cost of the second 
unit of project No. 185, as of. January 31, 1931, includes duplication of charges 
for direct engineering and superintetidence in the amount of $27,621.20; 

Now, therefore, the Commission orders: 

That the Secretary submit to the licensee, for its consent and approval, the 
following statement of the items to be charged to ‘earned surplus account 
and to be concurrently credited to electric plant accounts: 
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“Account name Amount 
$3, 597. 58 
Reservoirs, dam, and waterways_.__....--_____-_.____________ 10, 501. 23 
Water wheels, turbines, and generators___ Ceneenaneesitigh te labinnigttatnaiintininai:* Gn 
Accessory electric equipment 354. 
Miscellaneous power plant equipment__- ies cee ‘ 57. 
Structures and improvements______._--___ as " 98. 
Station equipment ; - 3,259. 


tbe) 2.iiibbeletieies oss } Shh tthe ant seating! Ge 


which said statement, upon being accepted and agreed to by the licensee and 
returned to the Commission will, by order, be adopted by the Commission as 
the modification of the actual legitimate original cost of the second unit of 
project No. 135, as of January 31, 1931, to the aggregate sum of $793,559.00. 


Order permitting intervention 
Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


It appearing to the Commission that: 

(a) On August 30, 1940, Southern Natural Gas Company filed with the 
Commission a petition praying for leave to intervene in this proceeding; 

(b) Said petition of Southern Natural Gas Company alleges, among other 
things, that it proposes to serve a part of the territory which the Tennessee 
Gas & Transmission Company also proposes to serve; 

(c) The participation of Southern Natural Gas Company in this proceeding 
as an intervener may be in the public interest ; 

The Commission orders: 

That Southern Natural Gas Company be and it is hereby permitted to become 
an intervener in this proceeding, provided, however, such permission shall not 
be construed as recognition by the Commission that said company might be 
aggrieved by any order of the Commission issued in this proceeding. 


Order permitting intervention 
Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


It appearing to the Commission that: 

(a) On September 3, 1940, Kentucky Natural Gas Corporation filed with the 
Commission a petition praying for leave to intervene in this proceeding; 

(b) Said petition of Kentucky Natural Gas Corporation alleges, among other 
things, that it proposes to serve a part of the territory which the Tennessee 
Gas & Transmission Company also proposes to serve; P 

(c) The participation of Kentucky Natural Gas Corporation in this proceeding 
as an intervener may be in the public interest; 
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The Commission orders: r 

That Kentucky Natural Gas Corporation be and it is hereby permitted to 
become an intervener in this proceeding, provided, however, such permission 
shall not be construed as recognition by the Commission that said corporation 
might be aggrieved by any order of the Commission issued in this proceeding. 


Order permitting intervention 
Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


It appearing to the Commission that: 

(a) On August 30, 1940, Chattanooga Gas Company filed with the Commission 
a petition praying for leave to intervene in this proceeding; 

(b) The participation of Chattanooga Gas Company in this proceeding as an 
intervener may be in the public interest; 

The Commission orders: 

That Chattanooga Gas Company be and it is hereby permitted to become an 
intervener in this proceeding, provided, however, such permission shall not be 
construed as recognition by the Commission that said company might be ag- 
grieved by any order of the Commission issued in this proceeding. 


Order denying intervention of the Association of American Railroads, Louisville 
¢é Nashville Railroad Company, Southern Railway Company, Illinois Central 
Railroad Company, The Nashville, Chatianooga and St. Louis Railway, and 
Tennessee Central Railway Company, and granting privilege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


Upon petition of The Association of American Railroads, Louisville & Nash- 
ville Railroad Company, Southern Railway Company, Illinois Central Railroad 
Company, The Nashville, Chattanooga and St. Louis Railway, and Tennessee 


Central Railway Company, filed August 19, 1940, praying for leave to intervene 
in this proceeding ; 


It appearing to the Commission that: 

None of the above petitioners is engaged in the production, transmission, or 
distribution of natural gas, nor do they presently operate any facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of The Association of American Railroads, Louisville & 
Nashville Railroad Company, Southern Railway Company, Illinois Central Rail- 
road Company, The Nashville, Chattanooga and St. Louis Railway, and Ten- 
nessee Central Railway Company, in this proceeding as interveners and parties 
thereto has not been shown to be necessary in view of the fact that under 
section 7 (c) of the Natural Gas Act, pursuant to which the application of 











APPENDIX—ORDERS 801 


Tennessee Gas & Transmission Company was filed, this Commission does not 
have unlimited jurisdiction, but a certificate of public convenience and necessity 
is required to be obtained from the Commission only when a natural-gas com- 
pany undertakes the construction or extension of facilities for the transportation 
of natural gas to a market in which natural gas is already being served by 
another natural-gas company ; 

The Commission orders: 

That the petition of The Association of American Railroads, Louisville & 
Nashville Railroad Company, Southern Railway Company, Illinois Central Rail- 
road Company, The Nashville, Chattanooga and St. Louis Railway, and Tennes- 
see Central Railway Company, to intervene and to become parties to this 
proceeding be and it is hereby denied; provided, however, that The Association 
of American Railroads, Louisville & Nashville Railroad Company, Southern 
Railway Company, Illinois Central Railroad Company, The Nashville, Chatta- 
nooga and St. Louis Railway, and Tennessee Central Railway Company, may 
participate in the hearing in this proceeding to be held on September 23, 1940, 
to the extent of introducing relevant and material evidence and may also make 
oral arguments and file briefs. 


Order denting intervention of Kentucky Coal Agency, Incorporated, and granting 
privilege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


Upon petition of the Kentucky Coal Agency, Incorporated, filed August 19, 
1940, praying for leave to intervene in this proceeding ; 

It appearing to the Commission that: 

Said Kentucky Coal Agency, Incorporated, is not engaged in the production, 
transmission, or distribution of natural gas, nor does it presently operate any 
facilities therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of the Kentucky Coal Agency, Incorporated, in this 
proceeding as an intervener and a party thereto has not been shown to be 
necessary in view of the fact that under section 7 (c) of the Natural Gas Act, 
pursuant to which the application of Tennessee Gas & Transmission Company 

vas filed, this Commission does not have unlimited jurisdiction, but a certificate 
of public convenience and necessity is required to be obtained from the Com- 
mission only when a natural-gas company undertakes the construction or exten- 
sion of facilities for the transportation of natural gas to a market in which 
natural gas is already being served by another natural-gas company ; 

The Commission orders: 

That the petition of the Kentucky Coal Agency, Incorporated, to intervene 
and to become a party to this proceeding be and it is hereby denied; provided, 
however, that said Kentucky Coal Agency, Incorporated, may participate in 
the hearing to be held in this proceeding on September 23, 1940, to the extent of 
introducing relevant and material evidence and may also make oral argument 
and file briefs. 
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Order denying intervention of Bituminous Coal Division, United States Depart- 
ment of the Interior, and granting privilege of participation 


Tennessee Gas & Transmission Company 
(Docket No. G—165) 
September 6, 1940 


Upon application of the Bituminous Coal Division, United States Department 
of the Interior, filed August 16, 1940, praying for leave to intervene in this 
proceeding ; 

It appearing to the Commission that: 

Said Bituminous Coal Division is not engaged in the production, transmission, 
or distribution of natural gas, nor does it presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of the Bituminous Coal Division, United States Depart- 
ment of the Interior, in this proceeding as an intervener and a party thereto 
has not been shown.to be necesary in view of the fact that under section 7 (c) 
of the Natural Gas Act, pursuant to which the application of Tennessee Gas & 
Transmission Company was filed, this Commission does not have unlimited 
jurisdiction, but a certificate of pnblic convenience and necessity. is required 
to be obtained from the Commission only when a natural-gas company under- 
takes the construction or extension of facilities for the transportation of 
natural gas to a market in which natural gas is already being served by another 
natural-gas company ; 

The Commission orders: 

That the petition of the Bituminous Coal Division, United States Depart- 
ment of the Interior, to intervene and to become a party to this proceeding, 
be and it is hereby denied; provided, however, that the said Bituminous Coal 
Division may participate in the hearing to be held in this proceeding on Sep- 
tember 23, 1940, to the extent of intrducing relevant and material evidence and 
may also make oral argument and file briefs. 


Order denying creation of joint board and providing for joint hearing with 
State regulatory bodies 


Western Natural Gas Company 
(Docket No. G—168) 
September 10, 1940 


It appearing to the Commission that: 

(a) On June 8, 1940, the Public Service Commission of Wisconsin; on July 11, 
1940, the State Railway Commission of Nebraska; on July 22, 1940, the State 
Corporation Commission of Kansas; on July 23, 1940, the Corporation Commission 
of Oklahoma; and on July 29, 1940, the Public Service Commission of Missouri 
filed requests for the creation of a joint board in this proceeding pursuant to 
Section 17 of the Natural Gas Act; 

(>) On August 29, 1940, the Public Service Commission of Wisconsin filed 
request to withdraw its application for a joint board filed June 8, 1940; 
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(c) The Commission is advised that a joint hearing pursuant to section 67.4 
of the Commission's rules will be satisfactory to the State Corporation Commis- 
sion of Kansas, Corporation Commission of Oklahoma, Public Service Commission 
of Missouri, and State Railway Commission of Nebraska ; 

The Commission orders: 

(A) That no joint board be created in this proceetling ; 

(B) That the Public Service Commission of Wisconsin, State Railway Commis- 
sien of Nebraska, State Corporation Commission of Kansas, Corporation Com- 
mission of Oklahoma, and Public Service Commission of Missouri be and they 
hereby are permitted to participate in this proceeding as provided in section 
67.4 of the provisional rules of practice and regulations under the Natural Gas 
Act. 


Order denying creation of joint board and providing for joint hearing with 
State regulatory bodies 


Independent Natural Gas Company 
(Docket No. G-178) 
September 10, 1940 


It appearing to the Commission. that: 

(a) On July 8, 1940, the Public Service Commission of Wisconsin; on July 22, 
1940, the State Corporation Commission of Kansas; on July 25, 1940, the Corpo- 
ration Commission of Oklahoma; and on July 29, 1940, the Public Service Com- 
mission of Missouri filed requests for the creation of a joint board in this pro- 
ceeding pursuant to section 17 of the Natural Gas Act; 

(b) On August 29, 1940, the Public Service Commission of Wisconsin, filed 
request to withdraw its application for a joint board filed July 8, 1940; 

(c) The Commission is advised that a joint hearing pursuant to section 67.4 
of the Commission's rules will be satisfactory to the State Corporation Commis 
sion of Kansas, Corporation Commission of Oklahoma, and Public Service Com- 
mission of Missouri ; ’ 

The Commission orders; 

(A) That no joint board be created in this proceeding ; 

(B) That the Public Service Commission of Wisconsin, State Corporation 
Commission of Kansas, Corporation Commission of Oklahoma, and Public Serv- 
ice Commission of Missouri be and they hereby are permitted to participate in 
this proceeding as provided in section 67.4 of the provisional rules of practice 
and regulations under the Natural Gas Act. 


Order authorizing the exportation of natural gas from the United Statcs to a 
foreign country 


United Gas Corporation 
(Docket No. G—103) 
September 10, 1940 


Upon application filed August 30, 1938, by the United Gas Corporation, a Dela- 
ware corporation authorized to transact business in the State of Texas and baving 
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an office in Houston, Texas, for an order of the Commission authorizing the expor- 
tation of natural gas from the State of Texas to the Republic of Mexico, pursuant 
to section 3 of the Natural Gas Act; and 

It appearing to the Commission that: 

(a) On November 7, 1938, a public hearing was held on the said application; 

(b) On December 20, 1938,‘a temporary authorization for the exportation of 
natural gas from the United States to the Republic of Mexico was granted appli- 
cant for a period of ninety days from and after the said date which provided, 
however, that said authorization should automatically terminate prior to the 
expiration of said ninety days if and when during said period the Commission 
should adopt an order upon consideration of the full record; 

(c) The temporary authorization granted on December 20, 1938, was further 
extended to and including August 25, 1940; 

(ad) On July 18, 1939, by Executive Order No. 8202, issued by the President of 
the United States, there was delegated to the Commission the authority to receive 
epplications for Presidential permits for the construction, operation, mainte- 
nance of connection at the border of the United States of facilities for the ex- 
portation of natural gas to a foreign country, and to make recommendations to 
the President with respect to the issuance of such permits; 

(e) Pursuant to the said Executive Order, United Gas Corporation filed its 
application for a Presidential permit, accompanied by supporting material, which 
application and supporting material, after having been examined by the Commis- 
sion, was submitted to the Secretary of State and to the Secretary of War, for 
recommendation thereon ; 

(f) Upon favorable recommendation from the Secretary of State and the 
Secretary of War, and after due consideration by the Commission, the said ap- 
plication of United Gas Corporation was submitted by the Commission to the 
President, with recommendation that the same be approved and that a Presi- 
dential permit be issued; 

(g) On July 9, 1940, the President approved the said application and a Presi- 
dential permit for the United Gas Corporation for the operation, maintenance 
and connection at the international boundary of the said facilities for the expor- 
tation of natural gas from the United States to the Republic of Mexico; 

(h) On July 24, 1940, the United Gas Corporation, acting through its board 
of directors, accepted the terms and conditions of the said Presidential permit; 

(i) On September 5, 1940, the said Presidential permit as approved and ac- 
cepted was issued to the United Gas Corporation ; 

The Commission, having considered the full record herein, including the said 
application for export and attachments thereto, the testimony adduced, and the 
exhibits introduced in evidence at the said hearing, finds: 

(1) That the gas now being exported is not needed to supply the requirements 
of applicant’s consumers in the State of Texas; 

(2) That the exportation of such gas does not impair the ability of applicant 
to render adequate service to its consumers in the State of Texas; 

(3) That the exportation of natural gas by applicant herein will not be incon- 
sistent with the public interest; 

The Commission orders: 

(A) That said applicant, United Gas Corporation, be and it is authorized to 
export natural gas from the United States to the Republic of Mexico, in accord- 
ance with the terms and conditions as set forth in the application and attach- 
ments herein; subject, however, to the authority reserved in the Commission: 

(1) To require from the applicant such reports with respect to the exportation 
of natural gas as the Commission may deem necessary from time to time; 
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(2) To modify, from time to time, or to terminate, this authorization after 
opportunity for hearing; 

(B) That transfer, or assignment of this authorization, by operation of law or 
otherwise, shall not be valid, and the authorization shall thereupon automatically 
terminate, unless this Commission shall approve such transfer or assignment 
prior to the effective date thereof; 

(C) That this authorization shall not deprive any State or State regulatory 
commission of the exercise of the lawful authority vested in such State or State 
regulatory commission over the applicant; 

(D) That this authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted herein by the applicant; 

(BE) That this authorization shall terminate automatically upon the termina- 
tion or expiration of the contract for exportation of natural gas, introduced in 
evidence herein as a part of applicant’s exhibit No. 1; subject, however, to renewal 
of the authorization upon a finding by the Commission that such renewal is not 
inconsistent with the public interest ; 

(F) That this authorization shall supersede the temporary authorization pre- 
viously granted by the Commission and referred to in section (c) above. 


Order disallowing proposed increased rates or charges 
Allegany Gas Company 
(Docket No. G—163) 
September 11, 1940 


It appearing to the Commission that: 

Pursuant to its order of April 9, 1940, a public hearing was held in the above- 
entitled matter on July 8, 1940, at which hearing Allegany Gas Company, as 
respondent, appeared and produced such evidence as it deemed pertinent to the 
issues involved in this proceeding; 

The Commission, having considered the record herein, finds: 

(1) That on February 14, 1939, Allegany Gas Company filed with the Federal 
Power Commission an agreement, dated January 31, 1939, with the New York 
State Natural Gas Corporation, designated in the files of the Commission as 
Allegany Gas Company rate schedule FPC No. 8, providing for the sale of 
natural gas by either of the parties to said agreement to the other to meet 
emergency requirements for resale purposes ; 

(2) That on November 22, 1939, the Allegany Gas Company filed with the 
Commission a supplemental agreement, dated October 28, 1939, to said agree- 
ment of January 31, 1939; said supplemental agreement being designated in the 
files of the Commission as supplement No. 1 to Allegany Gas Company rate 
schedule FPC No. 8 and providing that un increased rate or charge for such 
sale of natural gas shall be made effective as of November 1, 1939; 

(3) That on March 12, 1940, the Allegany Gas Company filed with the Com- 
mission a supplemental agreement, dated January 18, 1940, to said agreement 
of January 31, 1939; said supplemental agreement being designated in the files 
of the Commission as supplement No. 2 to said rate schedule FPC No. 8 and 
providing that a further increased rate or charge for such sale of natural gas 
shall be made effective as of January 19, 1940, but which would not have 
become effective until April 11, 1940, except upcn order of the Commission 
issued pursuant to the provisions of section 4 (d) of the Natural Gas Act; 
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(4) That by order of April 9, 1940, the Commission, acting pursuant to 
the provisions of section 4 of the Natural Gas Act, entered upon a hearing 
concerning the lawfulness of the rates or charges contained in said supplement 
No. 2 to Allegany Gas Company rate schedule FPC No. 8, which rates or charges 
were proposed to be made effective as of January 19, 1940, according to the 
provisions of the supplemental agreement; 

(5) That by said order of April 9, 1940, the Commission suspended the pro- 
posed increased rate or charge for the sale of natural gas by the Allegany 
Gas Company to the New York State Natural Gas Company for resale for 
ultimate public consumption, which was proposed to be made effective as of 
January 19, 1940, for a period of five months beyond April 11, 7m, unless the 
Commission should thereafter otherwise order ; 

(6) That Allegany Gas Company is engaged in the business of producing, 
purchasing, gathering, transporting, and selling natural gas produced in nat- 
ural gas fields located in the State of Pennsylvania ; 

(7) That the major portion of the natural gas so produced, purchased, and 
gathered is transported by Allegany Gas Company through main interstate 
natural-gas pipe lines owned and operated by said company, extending from a 
point in the State of Pennsylvania, into and across a part of the State of New 
York, to terminal points at or near the cities of Corning and Elmira, New York, 
and is sold and delivered in the State of New York for resale for ultimate public 
consumption ; 

(8) That said Allegany Gas Company rate schedule FPC No. 8, as modified 
by supplements Nos. 1 and 2 thereto, provides for the sale of such natural 
gas to the New York State Natural Gas Corporation and the delivery thereof 
at certain designated points in the State of New York for resale for ultimate 
public consumption for domestic, commercial, industrial, or other use; 

(9) That under the provisions of section 4 (e) of the Natural Gas Act the 
burden of proof, at the hearing held in this matter, to show that the proposed 
increased rate or charge is just and reasonable was upon the respondent ; 

(10) That respondent has failed to adduce evidence to show the amount of 
its investment in or the cost of its property used, useful or necessary in con- 
nection with its operations involved in the sale of such natural gas to the 
New York State Natural Gas Corporation, either at the currently effective or 
the proposed increased rates or charges, or evidence to show the existing ac- 
crued depreciation in such property, its operating expenses, or its annual 
requirements for depreciation, or what would constitute a reasonable return 
on such property used, useful, or necessary in its operations involved in such 
sale to the New York State Natural Gas Corporation ; 

(11) That respondent does not contend or claim that it is not now earning a 
reasonable return on its investment in property used, useful, or necessary in its 
operations involved in the sale of such natural gas to the New York State Natural 
Gas Corporation ; 

Wherefore, the Commission further finds: 

(12) That Allegany Gas Company is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas for 
resale of ultimate public consumption for domestic, commercial, industrial, or 
other use; 

(13) That the sales of natural gas by the Allegany Gas Company to the New 
York State Natural Gas Corporation, as contemplated by said rate schedule FPC 
No. 8 as modified by supplements Nos, 1 and 2 thereto, are sales in interstate com- 
merce for resale for ultimate public consumption ; 

(14) That Allegany Gas Company is a natural-gas company within the mean- 
ing of the Natural Gas Act; 
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(15) That the rate or charge contained in said supplement No. 2 to Allegany 
Gas Company rate schedule FPC No. 8, which is proposed to be made effective as 
of January 19, 1940, constitutes a proposed change in the rate or charge in force 
on January 18, 1940, and the provisions contained in said supplement, which 
provide for such changed rate or charge, constitutes a new schedule, within the 
meaning of sections 4 (d) and 4 (e) of the Natural Gas Act; 

(16) That Allegany Gas Company has failed to sustain the burden of proof 
imposed by said section 4 (e) to show that the proposed increased rate or charge 
is just and reasonable; 

The Commission orders: 

(A) That the increased rate or charge for the sale of natural gas to the 
New York State Natural Gas Corporation for resale for ultimate public consump- 
tion for domestic or commercial use as contained in supplement No. 2 to Allegany 
Gas Company rate schedule FPC No. 8, which was proposed to be made effective as 
of January 19, 1940, shall not be or become effective ; 

(B) That the rate or charge contained in Allegany Gas Company rate schedule 
FPC No. 8, as modified by supplement No. 1 thereto, and which was in effect on 
January 18, 1940, for natural gas sold by the respondent herein to said New York 
State Natural Gas Corporation for resale for ultimate public consumption for 
domestic or commercial use, shall be and remain in force and effect until further 
order of the Commission. 


Order to show cause 
Investigation of Conduct of F. M. Durrance, C. D. Waterman, and R. B. MacDonald 
September 17, 1940 


It appearing to the Commission that: 

(a) F. M. Durrance of Washington, D. C., was employed by the Federal Power 
Commission as an attorney-examiner until he assumed a leave status on October 
21, 1989, which expired on January 30, 1940; 

(b) On or about May 17, 1940, said F. M. Durrance was employed as an attorney 
by Moline-Rock Island Manufacturing Company in connection with the proceed- 
ings pending before the Federal Power Commission in docket No, IT-5517; that 
on May 17, 1940, a retainer fee of $1,500 was authorized by R. B. MacDonald, 
president of the Moline-Rock Island Manufacturing Company, and paid to F. M. 
Durrance, and on June 17, 1940, a further payment of $500 was made by Moline- 
Rock Island Manufacturing Company ; that thereafter further payments totalling 
$2,000 were made by C. D. Waterman, attorney of record and counsel for Moline- 
Rock Island Manufacturing Company, to F. M. Durrance ; and that F. M. Durrance 
also received $200 for expenses from said R. B. MacDonald; 

(c) The rules of practice and regulations of the Federal Power Commission 
provide: 

“Sec. 1.7 Former employees barred for one year.—No person serving or having 
served as a Commissioner, officer, expert, examiner, attorney, accountant, engineer, 
or other employee in the Federal Power Commission shall be permitted to practice, 
appear or act as counsel, attorney, representative, or agent in any proceeding 
before the Commission, or before any regional office division or agency thereof, 
or in any manner or by any means aid or assist in the prosecution of any such 
matter or procecding, within-one year next after the separation of the said person 
from the service of the Commission; * * *” 
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The Commission orders: 

That said F. M. Durrance show cause at a public hearing to be held at 10 
o’clock a. m., on the 2d day of October, 1940, in the hearing room of the Com- 
mission, Hurley-Wright Building, 1800 Pennsylvania Avenue, NW., Washington, 
D. C., (1) why the employment described herein does not violate section 1.7 of 
the rules of practice and regulations of the Federal Power Commission, (2) why 
it should not be found that his professional conduct in connection with this matter 
was unethical, and (3) why the Commission should not take appropriate dis- 
ciplinary action against him; and 

That said C. D. Waterman be ordered to show cause at said hearing (1) why 
his conduct in this matter did not constitute participation in a violation of the 
aforementicned rules of practice and regulations, (2) why it should not be found 
that his professional conduct in connection with this matter was unethical, and 
(3) why the Commission should not take appropriate disciplinary action against 
him; and 

That said R. B. MacDonald be ordered to show cause at said hearing (1) 
why his conduct in this matter did not constitute participation in a violation 
of the aforementioned rules of practice and regulations, (2) why it should not 
be found that his conduct in connection with this matter was unethical, and (38) 
why the Commission should not take appropriate disciplinary action against him. 


Order determining actual legitimate project cost and prescribing acounting 
therefor : 


Pacific Gas and Electric Company 
(Project No. 187) 
September 17, 1940 


The Commission, having under consideration the matter of determination of 
actual legitimate original cost as of September 30, 1924, of the hydro-electric 
project designated on its records as project No. 187, Pacific Gas and Electric 
Company, licensee; and 

It appearing to the Commission, after consideration of the formal acceptance 
executed by the licensee under date of August 13, 1940, that the actual legitimate 
original cost of project No. 187, as of September 30, 1924. is as shown in the 
following tabular statement: 


Account title 


Account I. INTANGIBLE PLANT 
No. Amount 


301 Organization $12, 837. 15 
II. PRODUCTION PLANT 


Land and land rights 102, 967. 03 
Structures and improvements 124, 726. 00 
Reservoirs, dams, and waterways 889, 636. 57 
Water wheels, turbines, and generators. 141, 708. 02 
Accessory electric equipment 24, 266. 11 
Miscellaneous power plant equipment 

Roads, railroads, and bridges 
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Account Ill. TRANSMISSION PLANT 
No. Amount 
340 Land and land rights_____._______ ada iclattcieerateelis area etait $9, 373. 80 


341 Clearing land and rights-of-way 1, 973. 44 
343 Station equipment 20, 887. 79 
345 Poles and fixtures _ 11,783.07 
346 Overhead conductors and devices 9, 268. 17 


IV. GENERAL PLANT 


Communication equipment 1, 612. 29 


Total 1, 361, 409. 30 


The Commission finds and determines: 

That the actual legitimate original cost of project No. 187 was $1,361,409.30, 
as of September 30, 1924; and 

The Commission orders: . 

(A) That the licensee, Pacific Gas and Electric Company, establish and main- 
tain control accounts with reference to said project, showing the total debit 
balance in licensee’s fixed capital accounts, beginning with the entry of $1,361,- 
409.30 as the actual legitimate original cost as of September 30, 1924; 

(B) That the licensee establish and maintain subsidiary ledger sheets or 
accounts showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail in accordance with 
the Commission’s Uniform System of Accounts, effective January 1, 1937, pursuant 
to authority granted by the Federal Power Act; 

(C) That within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to the Commission FPC Form No. 76 showing 
such compliance. 


Order denying intervention of Districts #19, #20, #23, #28, and #30 of the 
United Mine Workers of America, and granting privilege of participation 
Tennessee Gas & Transmission Company 


(Docket No. G—165) 


a 
September 18, 1940 


Upon petition of Districts #19, #20, #23, #28, and #30 of the United Mine 
Workers of America, filed September 11, 1940, praying for leave to intervene 
in and to become parties to this proceeding ; 

It appearing to the Commission that: 

None of the above-named petitioners is engaged in the production, trans- 
mission, or distribution of natural gas, nor do they presently operate any facilities 
therefor ; 

The Commission, upon consideration of said petition, finds: 

That the participation of Districts #19, #20, #23, #28, and #30 of the United 
Mine Workers of America in this proceeding as interveners and parties thereto 
has not been shown to be necessary in view of the fact that under section 7 (c) 
of the Natural Gas Act, pursuant to which the application of Tennessee Gas & 
Transmission Company was filed, this Commission does not have unlimited juris- 
diction, but a certificate of public convenience and necessity is required to be 
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obtained from the Commission only when a natural-gas company undertakes the 
construction or extension of facilities for the transportation of natural gas to a 


market in which natural gas is already being served by another natural-gas 
company ; 


The Commission orders: 

That the petition of Districts #19, #20, #23, #28, and #30 of the United 
Mine Workers of America to intervene and to become parties to this proceeding 
be and it is hereby denied; provided, however, that said districts may participate 
in the hearing in this proceeding to be held on September 23, 1940, to the extent 


of introducing relevant and material evidence and may also make oral arguments 
and file briefs. 


Order approving disposition of amounts in Account 107, Electric Plant 
Adjustments 


Rhode Island Power Transmission Company 
September 24, 1940 


It appearing to the Commission that: 


(a) Rhode Island Power Transmission Company on March 1, 1939, sub- 


mitted proposed reclassification and original cost studies pursuant to electric 
plant accounts instruction 2-D of the uniform system of accounts effective 
January 1, 1937, and the order of the Commission dated May 11, 1937; 

(b) The Commission’s staff made a field study of the proposed reclassifi- 
cation, after which it prepared a report entitled “Report On The Original 
Cost Study of Electric Plant of Rhode Island Power Transmission Company 


As At January 1, 1937,” which report was transmitted to the company on 
December 22, 1939; 

(c) The Rhode Island Power Transmission Company subsequently modified 
its proposed reclassification and original cost studies so as to include $200,- 
831.39 in Account 107, Electric Plant Adjustments, in accordance with the 
foregoing staff report and correspondence relative thereto, and under date 
of June 28, 1940, submitted a plan of disposition of the amount thereof; 

(d) Paragraph B of Account 107, Electric Plant Adjustments, provides: 
“The amounts included in this account shall be classified in such manner as 


to show the nature of each amount included Mrein and shall be disposed of 
as the Commission may approve or direct.” 
The Commission finds: 


(1) That the nature of the items comprising $200,831.39 previously 


in- 
cluded in the company’s electric plant accounts follows: 


Intercompany profit capitalized at inception of company $187, 338. 29 
Erroneous capital charges resulting from accounting errors and 
adjustments to organization expense 13, 493. 10 


200, 831. 39 


(2) That Rhode Island Power Transmission Company has expressed its 
willingness to adopt a plan of disposition of the amounts in Account 107 
totaling $200,831.39 whereby $66,681.67 would be charged to Account 271, Earned 
Surplus, and the remainder of $134,149.72 would be amortized over a ten 
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(10) year period by annual charges of $13,414.97 to Account 537, Miscellaneous 
Amortization ; 

(3) That the Commission’s staff has recommended approval of that plan 
of disposition which we hereby approve ; 

The Commission orders: 

(A) That Rhode Island Power Transmission Company dispose of the amounts 
aggregating $200,831.39 in its Account 107, Electric Plant Adjustments, as 
follows: 

1. Charge Account 271, Earned Surplus, with the amount of $66,681.67 being 
the balance in Account 271 as of December 31, 1939; 

2. The balance of $134,149.72 be charged to Account 537, Miscellaneous 
Amortization, at the rate of $13,414.97 per year beginning January 1, 1940. 


Order instituting investigation 
South Penn Natural Gas Company 
(Docket No. G—186) 
October 1, 1940 


It appearing to the Commission that: 
(a) The South Penn Natural Gas Company is engaged in the transportation of 
natural gas in interstate commerce and the sale of natural gas in interstate 
commerce for resale for ultimate public consumption for domestic, commercial, 
industrial or other use and may be a natural-gas company within the meaning 
of the Natural Gas Act; 

(6) In docket No. G—179, the city of Cleveland filed a complaint against the 
South Penn Natural Gas Company on July 24, 1940, alleging that the company is 
a natural-gas company within the meaning of the Natural Gas Act and that the 
rate of 22 cents per M. c. f. charged Hope Natural Gas Company by South Penn 
Natural Gas Company is excessive, unjust and unreasonable, and that gas 
sold by South Penn Natural Gas Company moves in a continuous stream in 
interstate commerce through its transmission lines, thence through transmission 
lines of Hope Natural Gas Company, and thence through transmission lines of the 
East Ohio Gas Company to (poveiana where it is distributed to natural gas 
consumers ; 

(c) The South Penn Natural Gas Company filed its answer to the Cleveland 
complaint on August 23, 1940, denying that it is a natural-gas company within 
the meaning of the Natural Gas Act and denying that the rate of 22 cents per 
M. c. f. charged to Hope Natural Gas Company was ever excessive, unjust or 
unreasonable ; 

The Commission finds: 

That it is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be instituted 
by the Federal Power Commission, on its own motion, to determine (1) whether 
the South Penn Natural Gas Company is a natural-gas company within the 
meaning of the Natural Gas Act; and (2) the lawfulness of all rates, .charges, 
classifications, rules, regulations, practices or contracts of the South Penn 
Natural Gas Company in connection with any transportation or sale of natural 
gas subject to the jurisdiction of this Commission ; 
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The Commission, on its own motion, orders: 

That an investigation of the South Penn Natural Gas Company be and it is 
hereby instituted for the purposes of enabling the Commission : 

(1) To determine whether the South Penn Natural Gas Company is a natural- 
gas company within the meaning of the Natural Gas Act; 

(2) To determine in connection with any transportation or sale of natural 
gas, by the South Penn Natural Gas Company, subject to the jurisdiction of this 
Commission whether any rates, charges, classifications, rules, regulations, 
practices or contracts are unjust, unreasonable, unduly discriminatory or pref- 
erential ; 

(3) To determine and fix by appropriate order, after hearing, just and rea- 
sonable rates, charges, classifications, rules, regulations, practices or contracts 
to be thereafter observed and in force, if the Commission shall find that the South 
Penn Natural Gas Company is a natural-gas company within the meaning of the 
Natural Gas Act and that any of the company rates, charges, classifications, 
rules, regulations, practices or contracts subject to the jurisdiction of this Com- 
mission are unjust, unreasonable, unduly discriminatory or preferential. 


Order to show cause 
Cities Service Gas Company 
(Docket No. G—141) 
October 1, 1940 


The Commission, having under consideration the failure of Cities Service 
Gas Company to comply with the Commission’s order of January 16, 1940, direct- 
ing the filing, on or before October 1, 1940, of a statement of original cost of 
property used and useful in the public service, by detailed accounts, and in 
accordance with the Commission’s Uniform System of Accounts prescribed for 
natural-gas companies, as of December 31, 1939, and the application of Cities 
Service Gas Company for an extension of time to January 1, 1942, within which 
to file said statement; 

It appearing to the Commission that: 

(a) Cities Service Gas Company, by letter d&ted June 5, 1939, advised the 
Commission that “the Company has employed F. C. Hamilton, Consulting Engi- 
neer for Electric Advisers, Inc., to build up plant ledgers wherein there will be 
shown the original cost of all the property by lines with the appropriate sub- 
divisions of those lines. This work has been in progress since September, 1938, 
and will be completed as rapidly as is possible.” ; 

(b) The Commission, by its order of January 16, 1940, directed Cities Service 
Gas Company to file on or before October 1, 1940, a statement of original cost 
of property used and useful in the public service, by detailed accounts, and in 
accordance with the Commission’s Uniform System of Accounts prescribed for 
natural-gas companies, as of December 31, 1939; 

(c) Cities Service Gas Company filed on August 26, 1940, with the Commission 
an applicaion for extension of time to January 1, 1942, within which to comply 
with the aforesaid order of January 16, 1940; 
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(d) Cities Service Gas Company by its application for extension has failed 
to show good and sufficient reason for the granting thereof ; 

(e) The Public Service Commission of the State of Missouri, by letter dated 
September 4, 1940, indicating a desire that determination of the matters in issue 
in the above entitled proceeding be not delayed, has expressed opposition to any 
extension of time; 

(f) Cities Service Gas Company has failed to file the statement required, pur- 
suant to the said order of January 16, 1940; 

The Commission orders: 

(A) That Cities Service Gas Company, under oath, show cause, if any there 
be, at a publie hearing to be held, on October 17, 1940, commencing at 10 a. m., 
E. S. T., in the hearing room of the Federal Power Commission, 1757 K Street 
N.W., Washington, D. C.; 

(1) Why it has failed to comply with the Commission’s order of January 16, 
1940, directing the filing of a statement of original cost of property on or before 
October 1, 1940; 

(2) Why the application of Cities Service Gas Company filed August 26, 1940, 
requesting an extension of time to January 1, 1942, within which to comply with 
the aforesaid order of the Commission should not be denied ; 

(B) That interested state commissions may participate in this proceeding as 


provided for in section 67.4 of the provisional rules of practice and regulations 
under the Natural Gas Act. 


Order firing date for hearing on motion for an immediate order reducing rates 


City of Cleveland, Complainant, v. Hope Natural Gas Company, Defendant; 


City of Akron, Complainant, v. Hope Natural Gas Company, Defendant; 
Hope Natural Gas Company; Pennsylvania Public Utility Commission, Com- 
plainant, v. Hope Natural Gas Company, Defendant 


(Docket Nos. G-100, G-101, G-113, and G—127) 
October 1, 1940 


It appearing to the Commission that: 

(a) On July 6, 1938, a complaint was filed by the city of Cleveland against 
the rate charged by defendant Hope Natural Gas Company to its affiliate, 
The East Ohio Gas Company, for gas produced in the State of West Virginia 
and delivered at the Ohio River for transportation to and resale in Cleveland, 
and it prayed for an investigation by the Federal Power Commission, a finding 
that said river rate is excessive, unreasonable, and unjustly discriminatory, and 
for the fixing of a just, fair and reasonable rate; 

(b) On July 25, 1938, a complaint was filed by the city of Akron against 
Hope Natural Gas Company, alleging that the price charged by the Hope 
Natural Gas Company to The Hast Ohio Gas Company, an affiliated company, 
for natural gas sold and delivered at the Ohio River for resale to domestic, 
commercial, and industrial consumers in the city of Akron and elsewhere, is 
excessive, unjust, unreasonable, greatly in excess of the price charged by the 
Hope Natural Gas Company to nonaffiliated companies at wholesale for resale 
to domestic, commercial, and industrial consumers, and greatly in excess of the 
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price charged by Hope Natural Gas Company to The East Ohio Gas Company 
for resale to certain favored industrial consumers in Ohio and, therefore, 
unduly discriminatory between customers and between classes of service ; 

(c) On August 18, 1938, and August 26, 1938, the Hope Natural Gas Company 
filed its answers to the complaints of the city of Cleveland and the city of 
Akron, respectively, in which it denied that the price charged by the Hope 
Natural Gas Company to The East Ohio Gas Company for natural gas for 
resale to domestic, commercial, and industrial consumers is excessive, unreason- 
able, or discriminatory ; 

(d) On October 14, 1938, this Commission, on its own motion, ordered an 
investigation of the Hope Natural Gas Company for the purpose of enabling the 
Commission : s 

“(1) To determine with respect to said company, whether, in connection with 
any transportation or sale of natural gas subject to the jurisdiction of the Com- 
mission, any rate, charge, or classification demanded, observed, charged or 
collected or any rule, regulation, practice or contract affecting such rate, charge, 
or classification, is unjust, unreasonable, unduly discriminatory, or preferential ; 
and (2) if the Commission shall find that any such rate, charge, classification, 
rule, regulation, practice, or contract is unjust, unreasonable, unduly discrimina- 
tory, or preferential, to determine and fix by appropriate order or orders just, 
reasonable and nondiscriminatory rates, charges, classifications, rules, regu- 
lations, practices, or contracts to be thereafter observed and in force ; 

“Said investigation shall include an inquiry into and the determination of 
the reasonableness and lawfulness of the purchase prices paid by the Hope 
Natural Gas Company for natural gas, including the prices paid to the Clayco 
Gas Company and the South Penn Oil Company.” 

(e) On March 23, 1939, the Pennsylvania Public Utility Commission filed 
a complaint with the Commission against the Hope Natural Gas Company, 
alleging that the prices charged by the Hope Natural Gas Company to The 
Peoples Natural Gas Company, Fayette County Gas Company, and the Manu- 
facturers Light and Heat Company, for natural gas sold and delivered at 
points on the Pennsylvania-West Virginia state line for resale in the State of 
Pennsylvania, are unlawful, excessive, unreasonable and discriminatory, and 
prayed for an investigation by this Commission of said prices and for the fixing 
of just, fair and reasonable rates, and that on April 25, 1939, the Hope Natural 
Gas Company filed its answer to the complaint of the Pennsylvania Public 
Utility Commission ; 

(f) On October 3, 1939, the Commission entered an order consolidating 
docket Nos. G—100, G—101, G-113 and G—127 for hearing and: fixed the date for 
the first hearing which was subsequently postponed to April 1, 1940, upon the 
request of counsel for the Hope Natural Gas Company ; 

(g) Since April 1, 1940, hearings have been held from time to time in Clarks- 
burg, West Virginia, and at those hearings the defendant-respondent company 
has appeared by counsel, has had full opportunity to be heard, has offered 
and presented both oral and documentary evidence, has been subjected to cross- 
examination, has engaged in redirect examination, and has presented all the 
evidence relating to the issues herein which it chose to present in opening the 
proceedings as directed by the Commission’s order of October 3, 1939; 

(h) On April 2, 1940, the Commission granted petitions to intervene filed by 
the Public Service Commission of West Virginia and the State of West Virginia; 
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(i) On September 23, 1940, counsel for the cities of Cleveland and Akron, 
Ohio, filéd a motion for an immediate order reducing rates, which had a certifi- 
cate attached showing service by mail upon all parties; 

(j) In the motion it is moved “that the Commission enter an immediate 
order for a Hope-East Ohio rate reduction of approximately $662,000 per year, 
and that the Commission fix just and reasonable rates for gas sold by Hope 
Natural Gas Company to The East Ohio Gas Company for natural gas de- 
livered at the Ohio River for resale to consumers in Cleveland, Akron, and 
elsewhere effecting said reduction upon the Hope Company’s own testimony 
herein, without prejudice to the power and authority of the Commission to find 
said reduced rates excessive upon the testimony of the Commission’s staff to 
be hereafter offered in evidence, and without prejudice to the power and au- 
thority of the Commission to further reduce said river rates upon its own 
motion or otherwise at any time hereafter, upon good cause shown; and that 
the Commission proceed immediately to fix by order dates for briefs and oral 
argument upon this motion” ; 

(k) The specific allegations or grounds for said motion are more fully set 
out therein and the same are hereby incorporated herein and made a part 
hereof ; 

The Commission, therefore, orders: 

(A) That the motion for an immediate order reducing rates be and it is 
hereby set down for hearing before the Commission, en banc, on November 20, 
1940, at 10:00 a.m., in the hearing room of the Federal Power Commission, 
1800 Pennsylvania Avenue N.W., Washington, D. C., at which time counsel for 
the respective parties may present oral argument; 

(B) That main briefs in support of an opposition to said motion shall be’ 


filed on or before November 1, 1940; reply briefs shall be filed within ten days 
after November 1, 1940. 


Order instituting investigation into accounting practices and fizing date of 
hearing 


Northwestern Electric Company, Pacific Power & Light Company, Portland 
General Electric Company, Puget Sound Power & Light Company, and 
Washington Water Power Company 


(Docket No. IT-5647) 
October 4, 1940 


The Commission, having under consideration the accounting disposition of 
expenditures incident to the political activities of certain licensees and public 
utilities, and the necessity, if any, of the Commission recommending to Congress 
further legislation on these and related matters; and 

It appearing to the Commission that: 

(a) The following licensees and/or public utilities under the Federal Power 
Act, operating in the State of Washington: Northwestern Electric Company, 
Pacific Power & Light Company, Portland General Electric Company, Puget 
Sound Power & Light Company, and Washington Water Power Company 
have been reported to the Commission as variously engaging or participating 
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in political activities, both present and for the past five years, including activi- 
ties relating to elections of individuals and elections relating to the establish- 
ment of public utility districts, as well as activities to bring about the enact- 
ment of Washington Initiative Measure No. 139; 

(b) Written inquiries to certain of the aforesaid licensees and/or public 
utilities concerning such reported activities have not been fully or satisfactorily 
answered or complied with, nor have they elicited the information necessary 
to determine the questions and issues involved; 

(c) Informal preliminary investigation by the Commission indicates the 
necessity of appropriate action to elicit full information requisite to the determi- 
nation of the foregoing matters; 

(d) Requests for a more complete investigation have been received from 
public representatives of the localities concerned ; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Federal Power Act in the 
public interest, appropriate action should be taken to investigate and determine 
the issues presented herein; 

Wherefore, the Commission orders: 

(A) That an investigation be and it is hereby instituted into the nature, 
extent, and accounting disposition of the expenditures incident to the political 
activities (both present and for the past five years, including activities relat- 
ing to elections of individuals, elections relating to the establishment of public 
utility districts, as well-as activities to bring about the enactment of Wash- 
ington Initiative Measure No. 139) of the aforesaid respondents to determine: 

(1) If respondents have complied with the rules, regulations, orders, and 
requirements of the Commission ; 

(2) The necessity, if any, of the Commission recommending further legislation 
to Congress on these and related matters; 

(B) That in order to expedite such investigation, a public hearing be held 
commencing on October 14, 1940, at 10 a. m., in the courtroom in the Main 
Post Office Building, Seattle, Washington, and thereafter at such other times 
and places as the presiding officer or trial examiner may designate, at which 
public hearing each of the aforesaid respondents shall show individually the 
nature and extent of political activities of said respondent, directly or indirectly 
involving expenditures of funds or arrangements and obligations therefor, both 
present and for the past five years, including activities relating to elections of 
individuals, and elections relating to the establishment of public utility districts, 
as well as activities to bring about the enactment of Washington Initiative 
Measure No. 139. The phrase “political activities of said respondent” shall 
include activities of said respondent, its associated companies, officers, attorneys, 
agents, and employees or any other person acting in their behalf, as well as of 
persons, associates, groups, or organizations with which it is or has been con- 
nected, or to which it has made or is making contributions in money, materials, 
or services; 

(C) That at such public hearing, interested State commissions, representa- 
tives of public agencies and groups, as well as individuals, may appear and 
present appropriate evidence upon or pertinent to the matters specified in 
paragraphs (A) and (B) above.’ 
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Order authorizing trial eraminer to permit intervention 


Western Natural Gas Company 


(Docket No. G-168) 


October 5, 1940 


It appearing to the Commission that: 

The participation of Independent Natural Gas Company and Natural Gas 
Pipeline Company of America as interveners and parties in this proceeding may 
be in the public interest ; 

The Commission orders: 

That Ewing G. Simpson, the examiner designated by the Commission to con- 
duct the hearing in this matter, be and he hereby is authorized, upon the filing 
of an application therefor, to admit Independent Natural Gas Company and 
Natural Gas Pipeline Company of America as parties and interveners to this 
proceeding, subject to the rules and regulations of this Commission; provided, 
however, that the admission of Independent Natural Gas Company and Natural 

yas Pipeline Company of America as interveners and parties shall not be 
construed as recognition by the Commission that such parties might be ag- 
grieved by any order of the Commission issued in this proceeding. 


Order granting application to take depositions 


Canadian River Gas Company, Colorado Interstate Gas Company, Colorado- 
Wyoming Gas Company; and City and County of Denver, Colorado, Com- 
plainant v. Public Service Company of Colorado, et al., Defendants; Public 
Service Commission of Wyoming, Complainant v. Colorado-Wyoming Gas 
Company, et al., Defendants 


(Docket Nos. G-124, G-118, and G-—121) 
October 8, 1940 


It appearing to the Commission that: 

(a) By order dated September 13, 1940, as amended by order of October 1, 
1940, a hearing in the above-named proceedings is scheduled to commence at 
10 o’clock a. m., on the 28th day of October 1940, in Circuit Court Room “A,” 
Municipal Building, in Denver, Colorado; 

(b) Pursuant to the provisions of sections 50.55 to 50.59 of the provisional 
rules of practice and regulations under the Natural Gas Act, the Colorado 
Interstate Gas Company, by its attorneys, filed an application on October 3, 
1940, requesting that the deposition of Christy Payne be taken for the reasons 
therein stated, concerning the organization, formation, and development of the 
project of bringing natural gas to Denver, and other points in Colorado from 
the State of Texas, and the nature and extent of the business carried on by 
Colorado Interstate Company ; 
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(c) Said application also requests that the deposition of BE. E. DuVall be 
taken for the reasons therein stated, concerning and relating to the certificate of 
incorporation and other corporate papers of Colorado Interstate Gas Company, 
and concerning various documents and contracts relating to the matters under 
investigation in these proceedings ; 

Upon consideration of said application, the Commission orders: 

That the deposition of Christy Payne and the deposition of E. BE. DuVall 
be taken before Norman B. Gray, examiner, on October 22, 1940, at 10 o’clock 
a. m., in the hearing room of the Federal Power Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue N.W., Washington, D. C., in accordance with 
the provisional rules of practice and regulations under the Natural Gas Act. 


Order granting permission under balance sheet accounts instruction 6-E 
Southern California Edison Company, Ltd. 
October 8, 1940 


Upon application of Southern California Edison Company, Ltd., dated August 
24, 1940, pursuant to the provisions of balance sheet accounts instruction 6—-E 
of the Commission’s uniform system of accounts prescribed for public utilities 
and licenses, for permission to amortize debt discount, expense and call pre- 
miums of a certain refinanced and redeemed bond issue, and of certain bond 
issues to be refinanced and redeemed ; 

It appearing to the Commission that: 

(@) On September 1, 1939, the applicant sold at a private sale $30,000,000 
principal amount of first and refunding mortgage gold bonds, series 3%4’s, due 
1964, the net proceeds from which aggregated $31,311,000 before deducting 
expenses aggregating $158,004, and used such proceeds to redeem a like amount 
of first and refunding mortgage gold bonds, series of 4’s, due 1960; 

(6b) The amounts of unamortized debt discount, expense, and premiums asso- 
ciated with the first and refunding mortgage gold bonds, series of 4’s, due 
1960, and other refunded issues, which the applicant is requesting permission 
to amortize, was $3,925,083.44, less the saving in taxes because of such re- 
demption ; 

(c) The applicant proposes to refund $73,000,000 principal amount of first and 
refunding mortgage gold bonds, series of 3%4’s, due 1960, and $35,000,000 princi- 
pal amount of first and refunding mortgage gold bonds, series B, 334’s, due 
1960, by issuing a new series of bonds to be known as “first and refunding 
mortgage bonds,” which bonds will mature in twenty-five years and will bear 
interest at the rate of 3%, and it is anticipated that the sale of such bonds will 
be upon the basis of 3% net to the applicant, or better; 

(d@) The unamortized debt discount, expense, and premiums applicable to 
refunded and presently outstanding issues of applicant, as of June 30, 1940, 
are as shown in table I herein: 
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(e) The unamortized debt discount, expense, and call premiums as of June 
30, 1940, applicable to issues already refunded or now proposed to be redeemed 
(including call premiums on such issues) through the issuance of $108,000,000 
of 3% 25-year bonds may be summarized as follows: 


Issues proposed to be refunded ($108,000,000) : 
Unamortized debt discount and expense_______ $3, 660, 410. 52 
Call premiums (5%) 5, 400, 000. 00 


$9, 060, 410. 52 

8, 249, 886. 67 

~~ 17,3380, BT. 19 
6, 438,753.73 


Total ss chpinad sasachielprieigs napa iolpiees diate Mel ck ae carpio testator mica lea ena 23, 749, 050. 92 


(f) The applicant seeks permission to amortize the unamortized debt 
discount, expense, and call premiums, referred to in paragraph (e) above, less 
any tax savings under Federal and State laws, partly over the lives of refunded 
and partly over the lives of the refunding issues which results substantially in 
spreading such items over approximately 20 to 25 years in the future without 
regard to the actual normal maturities of the various original issues; 

(9g) By opinion and order, dated June 27, 1939, the Railroad Commission of 
the State of California (decision No. 321,112) permitted the applicant to amortize 
unamortized debt discount, expense, and call premiums, less tax savings asso- 
ciated with the redemption of its first and refunding mortgage gold bonds, series 
of 4’s, due 1960, on or before September 1, 1964, the maturity of its first and 
refunding mortgage gold bonds, series of 314’s, due 1964, reserving the right to 
determine whether the annual amortization charges should be included in the 
cost of money to the applicant ; 

(h) Balance sheet accounts instruction 6-E of the Commission’s uniform 
system of accounts provides that unamortized debt discount, expense, or 
premium be charged to account 414, miscellaneous debits to surplus, when obli- 
gations are redeemed and financed by another issue, before the date of maturity 
of the first issue, unless permission of the Commission be obtained to amortize 
the amounts thereon over a period subsequent to the date of redemption ; 

The Commission, having considered said application and other matters of 
record, finds: 

(1) That the applicant owns and operates facilities for the transmission 
of electric energy in interstate commerce and for the sale of electric energy 
at wholesale in interstate commerce, is engaged in the business of such trans- 
mission and sale, is the licensee under license for project Nos. 67, 120, and 382, 
and is, therefore, a public utility and a licensee subject to the jurisdiction of 
this Commission within the meaning of the Federal Power Act; 

(2) That as of June 30, 1940, the earned surplus account of applicant 
amounted to $14,826,717.63 ; 

(3) That the applicant can dispose of $6,438,753.73, les sthe amount of 
$160,993.39 current amortization from June 30, 1940, to January 1, 1941, 
of unamortized debt discount, expense, and call premiums associated with issues 
refunded in 1926, 1927, 1928, and on December 1, 1935, currently by a charge 
to its earned surplus account without disturbing its financial position; 

(4) That the proposed refunding of the bond issues, referred to in paragraph 
({c) above, will reduce the annual interest charges of the applicant by $810,090 
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per annum and will effectuate tax savings under Federal and state laws 
estimated at $1,835,000; 

(5) That beginning in the year 1926,-the applicant has accomplished several 
refunding operations which have resulted in successively increased amounts 
of unamortized debt discount, expense, and call premiums being deferred for 
amortization generally over the lives of the refunding issues; 

(6) That the proposed accounting treatment of unamortized debt discount, 
expense, and call premiums requested by the applicant is not the only recognized 
accounting treatment nor necessarily the best accounting practice; 

Therefore, the Commission orders: 

(A) That the applicant, Southern California Edison Company, Ltd., upon 
completion of the proposed refinancing, shall charge to its earned surplus 
account, on or before December 31, 1940, debt discount, expense, and call 
premiums associated with its issues refunded in 1926, 1927, 1928, and on Decem- 
ber 1, 1935, in the amount of $6,438,753.73, less the proportion thereof in the 
amount of $160,993.39 current amortization from June 30, 140, to January 
1, 1941; 

(B) That the applicant, upon completion of the proposed refinancing, shall 
credit unamortized bond discount, expense, and call premiums with an amount 
equivalent to the tax savings under Federal and state laws resulting from the 
proposed refunding operation ; . 

(C) That permission be and it is hereby granted to the applicant to amortize 
the remaining unamortized debt discount, expense, and call premiums in the 
amount of $17,310,297.19, less the proportion thereof in the amount of $290,850.96 
current amortization from June 30, 1940, to January 1, 1941, and less the tax 
savings referred to in paragraph (B) above, over a period not exceeding 19 
years, beginning January 1, 1941, by equal monthly charges through Account 
531, Amortization of Debt Discount and Expense; 

(D) That the permission herein granted shall not be construed as a finding 
with respect to the reasonableness of such amortization charges, should such 
an issue arise in any proceeding affecting the rates, charges, practices, rules, 
regulations, and tariffs of the applicant. 


Order authorizing and approving sale of facilities 
Fishers Island Farms, Inc. 
(Docket No. IT-5645) 
October 15, 1940 


Fishers Island Farms, Inc., hereinafter referred to as the applicant, whose prin- 
cipal place of business is on Fishers Island, New York, on August 3, 1940, 
applied for an order pursuant to section 203 of the Federal Power Act authorizing 
and approving, insofar as this Commission has jurisdiction, the sale of its electric 
facilities in the States of Connecticut and New York to The Fishers Island Elec- 
tric Corporation, hereinafter referred to as the Electric Corporation. The sale 
is proposed to be made under and in accordance with the terms of a contract dated 
November 10, 1986, and subsequently amended (exhibit L of the application). 

Notice of the foregoing application has been duly given to the governors and 
public utility commissions of the States of Connecticut and New York; notice 
allowing fifteen days for the filing of any protest, petition, or request, to be heard 
in opposition to the granting of the application, was published on September 13, 
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1940, in the Federal Register; an opportunity for hearing has been afforded, and 
no protest, petition, or request to be heard in opposition to the granting of the 
application has been received. 

Upon consideration of the application and the record thereon, the Commission 
finds as follows: 

(1) The applicant is a corporation organized and existing under and by virtue 
of the laws of the state of New York. It purchases electric energy from the 
borough of Groton, Connecticut, and transmits it by means of submarine cables 
onto Fishers Island in the state of New York, and there distributes it to serve the 
public ; 

(2) The Electric Corporation is a corporation organized and existing under and 
by virtue of the laws of the state of New York. It does not own or operate any 
facilities for the generation, transmission, sale or distribution of electric energy ; 

(3) By the terms of the aforesaid contract the Electric Corporation will acquire 
all facilities owned or operated by the applicant for the transmission and distribu- 
tion of electric energy and all facilities owned by Fishers Island Corporation for 
the distribution of electric energy. Neither the applicant nor the Fishers Island 
Corporation owns or operates any other facilities for the generation, transmission, 
sale, or distribution of electric energy ; 

(4) The applicant will receive for the facilities proposed to be sold by it to 
the Electric Corporation (other than accounts receivable, materials and supplies) 
872 shares of common stock of the Electric Corporation having a stated value of 
$55,006.88, which is approximately the estimated original cost thereof, less depre- 
ciation, as determined by the Public Service Commission of the State of New York; 

(5) The Public Service Commission of the State of New York by its order of 
June 11, 1940, in Case No. 9017, consented to the applicant’s proposed transfer of 
facilities; 

(6) As indicated by the Public Service Commission of the State of New York in 
its opinion of June 4, 1940, in Cases Nos, 8618, 8619, 9016, and 9017, under the 
heading “Exercise of Franchises” the consummation of the aforesaid contract 
will tend to simplify the administration of laws applicable to the ownership and 
operation of the electric utility facilities in question by bringing about a separation 
of accounting for such facilities from other nonutility facilities of the applicant 
and the Fishers Island Corporation ; 

(7) The Electric Corporation does not own or operate facilities subject to the 
jurisdiction of this Commission, and its issuance of securities in exchange for the 
facilities of the applicant does not require authorization by this Commission ; 

(8) The proposed transaction does not appear to be detrimental to the appli- 
eant’s stockholders inasmuch as the applicant’s net equity in electric plant, 
depreciated, merely will be replaced by the applicant’s common stock interest in the 
Electric Corporation ; 

(9) The facilities of the applicant which are proposed to be sold will continue 
to be maintained, used and operated in the same manner and for the same 
purpose as heretofore; 

(10) The submarine cables referred to in finding (1), above, pass under a part 
of Fishers Island Sound, a navigable water of the United States, and their con- 
struction and maintenance are subject to the requirements of laws of the United 
States applicable to such structures in navigable waters of the United States; 

(11) The applicant owns and operates facilities for the transmission of electric 
energy transmitted from one state and consumed by persons other than a trans- 
mitter thereof at points outside such state, and is a public utility within the 
meaning of that term as used in section 208 of the Federal Power Act; 





APPENDIX—ORDERS 823 


(12) The facilities which the applicant seeks to sell include the whole of its 
facilities for the transmission of electric energy transmitted from one state and 
consumed by persons other than a transmitter thereof at points outside such state. 
Insofar as the proposed sale includes such facilities, it is subject to the require- 
ments of section 203 of the Federal Power Act for Commission authorization and 
approval ; 

(13) Insofar as subject to the requirements of section 203, the proposed sale 
of facilities by the applicant, upon the terms and conditions set forth by the 
applicant to this Commission, will be consistent with the public interest and the 
authorization thereof as hereinafter provided will be appropriate to secure the 
maintenance of adequate service and the coordination in the public interest of 
facilities subject to the jurisdiction of this Commission ; 

Upon the foregoing findings, the Commission orders as follows: 

(A) Insofar as subject to the requirements of section 203 of the Federal Power 
Act, the proposed sale of facilities by the applicant is authorized and approved 
upon the terms and conditions shown to this Commission in its application and 
subject to the terms of this order; 

(B) Before such sale is consummated, The Fishers Island Electric Corporation 
shall procure all authorizations required under the laws of the United States 
for the maintenance and operation of the above-mentioned submarine cables; 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission, or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates, or determination of costs or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(D) This authorization shall expire unless acted upon within 90 days after 
the entry of this order ; 

(E) The applicant shall report with reference to the subject matter hereof as 
required by the Commission's Rules of Practice and Regulations, 


Order modifying order of September 25, 1934 with respect to transfer of 
project records 


Southern California Edison Company, Ltd., Original Licensee, and City of 
Pasadena, California, Present Licensee 


(Project No. 1250) 
October 15, 1940 


It appearing to the Commission that: 

(a) Paragraph (a) of the order adopted September 25, 1934, directed 
Southern California Edison Company, Ltd., transferor, to deliver to city of 
Pasadena, California, transferee, among other things, all accounts, books, 
records and all other papers and documents relating to said original project 
and to all additions thereto and betterments thereof in possession of the 
transferor as of the date of approval of transfer of license and of the project 
properties ; 

(b) The transferor has not complied with paragraph (a) of the order of 
September 25, 1934; 
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(c) The records of an accounting nature pertaining to the project in the 
possession of the transferor are intermingled with other corporate entries, 
and cannot be separated therefrom without detriment to the remaining records ; 

(d) Effective and orderly administration of the Federal Power Act re- 
quires that the transferor retain in its custody a complete record of its project 
as well as other corporate property ; and 

(e) Effective and orderly administration of the Act requires that the trans- 
feree have in its possession a complete set of records pertaining to the project 
and property for which it holds a license issued therefor ; 

The Commission finds: 

(1) That good cause exists for a modification of the order .of September 
25, 1934, directing the physical transfer of original accounting records per- 
taining to the project from the transferor to the transferee of project No. 
1250 ; 

(2) That the public interest will be safeguarded and effective administra- 
tion of the Act enhanced by equipping the transferee with a complete set of 
records pertaining to the project compiled from originals thereof by process 
of photographic reproduction or otherwise; and 

The Commission orders: 

(A) That paragraph (@) of the order of September 25, 1934, be modified 
and rescinded to the extent of not divesting the transferor of the possession 
and physical custody of any of its original accounting records pertaining to 
said project; 

(B) That the transferor retain the custody of and preserve unimpaired the 
original accounting records and entries pertaining to the project which are 
interspersed with its other corporate records ; 

(C) That the transferor cause a complete set of books, devoted exclusively 
to said project, to be opened and compiled from original sources and when 
all transcribed entries have been made therein, as of the effective date of 
transfer of said license, to surrender the same into the possession and custody 
of the transferee ; 

(D) That the transferor, by means of photographic reproduction or other- 
wise, furnish and equip the transferee with a complete set of subsidiary, 
supplemental or underlying accounting records pertaining to the project; and 

(E) That the transferor grant access, during the remaining term of the 
license as transferred or any renewals thereof, to the Commission or ac- 
credited representatives of the transferee, upon appropriate application there- 
for, to all original project records retained by and in the custody or under 
the control of said transferor. 


Order authorizing the invocation of the aid of the United States District Court 
to secure obedience to a subpena 


Northwestern Electric Company, Pacific Power & Light Company, Portland 
General Electric Company, Puget Sound Power & Light Company, and 
Washington Water Power Company 


(Docket No. IT-5647) 
October 17, 1940 


It appearing to the Commission that: 
(a) An order instituting investigation into accounting practices and fixing 
date for hearing in the above-entitled proceeding involving the accounting dis- 
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position of expenditures inéident to political activities of the above-named 
licensees and public utilities was issued October 4, 1940; 

(b) The order of October 4, 1940, directed a hearing to commence at Seattle, 
Washington, at 10 a. m., October 14, 1940, and to continue thereafter at such 
other times and places as the presiding officer or trial examiner may designate, 
and said hearing has been and is now going forward; 

(c) On October 12, 1940, the Commission issued a further order authorizing 
and directing Trial Examiner Samuel Crosby to issue subpenas duces tecum in 
the usual form to the respondents in this proceeding or to any other person, firm 
or corporation to require the production of any documents within the scope of 
the Commission's finding in the order of October 12, 1940, and to require the 
attendance and testimony of any witness relating to the issues in this proceeding ; 

(d) Pursuant to the authorization and direction of the order of October 12, 
1940, Trial Examiner Crosby on October 12, 1940, issued subpena duces tecum to 
Floyd Oles, Manager, Washington State Taxpayers Association, Seattle, Wash- 
ington, directing the said Oles to appear and testify on October 14, 1940, in the 
above proceeding and produce: 

“(1) All books and records of the Washington State Taxpayers Association 
showing receipts and disbursements from January 1, 1939, to date; 

“(2) All correspondence, memoranda, telegrams and other writings concerning 
the solicitation, collection and/or assessments of money and/or other considera- 
tion from January 1, 1939, to date, of the Washington State Taxpayers 
Association” ; 

(e) The said Oles after being excused from the hearing once, subject to call, 
was sworn and testified on October 16, 1940, which testimony is shown at page 
285 of the transcript of the record in the proceeding, as follows: 

“Q. Mr. Oles, you were asked to produce certain records here this morning in 
response to subpena issued by the examiner in this case. Do you have those 
records with you? 

“A. No; I do not. 

“Q. Will they be produced in response to that subpena? 

“A. No, sir; they will not.” 

The Commission finds: 

That the books and records of the Washington State Taxpayers Association 
showing receipts and disbursements from January 1, 1939, to date, and all corre- 
spondence, memoranda, telegrams and other writings concerning the solicitation, 
collection and/or assessments of money and/or other consideration from January 
1, 1939, to date, are relevant or material to said proceedings and are within the 
purview of the finding contained in the Commission’s order of October 12, 1940; 

Therefore, the Commission orders: 

(A) That Lambert McAllister, William Spohn, and Charles Shannon, attorneys 
for the Federal Power Commission, and Samuel Crosby, examiner of the Federai 
Power Commission, or any of them, are hereby authorized to take appropriate 
action, including the verification of any necessary petition, to invoke the aid of 
the United States District Court, Western District of Washington, Northern Divi- 
sion, or any other court of the United States, pursuant to section 307 (c) of the 
Federal Power Act of 1935, in requiring the said Floyd Oles to appear before the 
said Trial Examiner Crosby in the above-entitled proceeding and to produce 
the documents required to be produced by the aforesaid subpena of October 12, 
1940, and to give testimony touching the matters under investigation in this 
proceeding ; 

(B) That Lambert McAllister, William Spohn, and Charles Shannon, attorneys 
for the Federal Power Commission, and Samuel Crosby, examiner of the Federal 
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Power Commission, or any of them, are hereby authorized to take appropriate 
action, including the verification of any necessary petition, to invoke the aid of 
the United States District Court, Western District of Washington, Northern Divi- 
sion, or any other court of the United States, pursuant to section 307 (c) of the 
Federal Power Act of 1935, in requiring the production, by any person of the 
books, papers, correspondence, memoranda, contracts, agreements, or records, 
which the Commission in its order of October 12, 1940, found to be relevant or 
material to this proceeding. 


Order authorizing the issuance of subpenas duces tecum 


United Gas Pipe Line Company; Southern Carbon Company: Interstate Natural 
Gas Company, Incorporated, and Hope Producing Company; United Carbon 
Company ; and Mississippi River Fuel Corporation 


(Docket Nos. G-144, G-145, G-146, G-147, and G-181) 
October 22, 1940 


It appearing to the Commission that: 

(a) By its orders of August 8, 1940, the Commission directed that a public 
hearing in these proceedings be held on October 7, 1940, for the purposes set 
out in said orders; 

(b) Upon the request of counsel for the Interstate Natural Gas Company, 
Incorporated, and Hope Producing Company, the Commission, by its order 
of September 27, 1940, continued the date of such hearing to October 30, 1940; 

The Commission finds: 

(1) That the “syndicate” agreement of June 26, 1928, between the Standard 
Oil Company, Columbian Carbon Company, United Carbon Company, Electric 
Power & Light Corporation, Moody-Seagraves Company, and Palmer Corporation 
of Louisiana, providing among other things, for the financing, ownership, and 
control of the Mississippi Valley Gas Corporation (now Mississippi River Fuel 
Corporation), and all books, papers, minutes, correspondence, memoranda, con- 
tracts, records, accounts, documents, letters, telegrams, and other writings 
relating thereto are relevant or material to these proceedings ; 

(2) That the agreement of December 17, 1928, between the companies named 
in paragraph (1) above and the Mississippi River Fuel Corporation, which, 
among other things, provides further arrangements for the financing of said 
Mississippi River Fuel Corporation, and all books, papers, minutes, corre- 
spondence, memoranda, contracts, records, accounts, documents, letters, tele- 
grams, and other writings relating thereto are relevant or material to these 
proceedings ; 

(3) That the agreement of April 26. 1929, between said Mississippi River Fuel 
Corporation and Mississippi River Engineers Company providing for the per- 
formance of engineering and management services by said Mississippi River 
Engineers Company, and all books, papers, minutes, correspondence, memoranda, 
contracts, records, accounts, documents, letters, telegrams, and other writings 
relating thereto are relevant or material to these proceedings ; 

(4) That all reports on investigations and surveys made by, or on behalf of, 
any member of said “syndicate” as named in paragraph (1) ‘hereof, prior to 
said agreement of June 26, 1928, and all such reports made to said “syndicate” 
concerning the necessity, desirability and feasibility of constructing a natural- 
gas transmission pipe line from Louisiana to St. Louis, Missouri, and all books, 
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papers, minutes, correspondence, memoranda, contracts, records, accounts, 
documents, letters, telegrams, and other writings relating thereto are relevant 
or material to these proceedings ; “3 

(5) That all minute books, stock record books, and all other books, papers, 
correspondence, memoranda, contracts, records, accounts, documents, letters, 
telegrams, and other writings in the possession or under the control of said 
United Gas Pipe Line Company, Southern Carbon Company, Interstate Natural 
Gas Company, Incorporated, Hope Producing Company, United Carbon Company, 
Mississippi River Fuel Corporation, Standard Oil Company (N. J.), Electric 
Power & Light Corporation and Columbian Carbon Company pertaining to (a) 
the formation, continuance, and purposes of the syndicate which created, owns, 
and controls the Mississippi River Fuel Corporation; (b) the extent of the 
affiliation between said Mississippi River Fuel Corporation and said United 
Gas Pipe Line Company, Southern Carbon Company, Interstate Natural Gas 
Company, Incorporated, Hope Prodvcing Company, and United Carbon Com- 
pany, from which said Mississippi River Fuel Corporation purchases its supply 
of natural gas (which companies are also controlled by the stockholders of the 
Mississippi River Fuel Corporation) ; and (c) the effect of such affiliation or 
common control upon the rates or charges of said United Gas Pipe Line Com- 
pany, Southern Carbon Company, Interstate Natural Gas Company, Incorpo- 
rated, Hope Producing Company, and United Carbon Company for the sale of 
natural gas to the Mississippi River Fuel Corporation are relevant or material 
to these proceedings ; 

The Commission orders: 

That appropriate subpoenas duces tecum be issued and directed to said 
companies named in paragraph (5) hereof, or any officer of said companies, to 
cause the production, at any hearing to be held in these proceedings, of any 
or all such agreements, reports, books, papers, minutes, correspondence, memo- 
randa, contracts, records, accounts, documents, letters, telegrams, and other 
writings, described in paragraph (1) to (5) hereof, inclusive. 


Order granting permission under balance sheet accounts instruction 6-H 
El Paso Electric Company (Texas) 
(Docket No. IT-5652) 
October 22, 1940 


Upon application of El Paso Electric Company (Texas), filed October 9, 1940, 
pursuant to the provisions of balance sheet accounts instruction 6-E of the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, for permission to amortize debt discount and expense and call pre- 
mium of a certain bond issue to be refinanced and redeemed ; 

It appearing to the Commission that: 

(a) The applicant proposes to refund and redeem, on or about December 
2, 1940, $8,000,000 principal amount of first mortgage bonds series A 5%, due 
June 1, 1950, at 102, or a premium of $160,000; and the applicant also proposes 
to redeem 7,785 shares of $6 dividend preferred stock presently issued and 
outstanding, at 110, or an excess over carrying value of $87,645.77; 

(b) The applicant proposes to issue and sell $6,500,000 principal amount of 
first mortgage bonds series A 314%, due November 1, 1970, at a premium, with 
expense estimated at $55,000; and the applicant also proposes to sell 24,000 
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shares of $5 dividend preferred stock, and in addition proposes to obtain a 
7-year serial bank loan of $1,000,000 with final installment maturing on No- 
vember 1, 1947, and bearing interest at 21%,% for the first two years and 
2% % thereafter; the proceeds from the sale of such new securities to be used 
in part for the redemption, on or about December 2, 1940, of the presently 
issued and outstanding.securities described in paragraph (a) above; 

(c) As of August 31, 1940, the balance of applicant’s unamortized debt dis- 
count and expense associated with its presently outstanding first mortgage 
bonds series A 5%, due June 1, 1950, was $276,483.64 ; 

(d) The applicant seeks permission to amortize the unamortized debt dis- 
count and expense remaining at the date of retirement of its outstanding 
first mortgage bonds series A 5%, due June 1, 1950, together With the call 
premium on the redemption of such bonds ($160,000), over the balance of the 
life of said bonds as if they were not retired; 

(e) The applicant proposes to credit unamortized debt discount and expense, 
including the call premium on its first mortgage bonds series A 5%, due 
June 1, 1950, with an amount equivalent to the tax savings resulting from the 
refinancing, estimated to be an amount in excess of $100,000; 

(f) The applicant proposes to make certain charges to 1940 income and to 
its earned surplus account which, with the proposals described in paragraphs 
(d) and (€) above, may be summarized as follows: 


(1) Amortization over natural life of bonds to be retired (to 
June 1, 1950): 
Balance of unamortized debt discount and expense as of 
Aug. 31, 1940 $276, 483. 64 
Call premium (2% on $8,000,000 presently outstanding 
bonds) 


Less amount equivalent to estimated tax savings (100, 000. 00) 


(2) Charge to 1940 income: 
Amount equivalent to estimated tax savings 
Estimated duplicate interest 


Total 


(3) Charge to surplus: 

Estimated dividends on present $6 dividend preferred 
stock during call period 

Estimated expenses of proposed $5 dividend preferred 
stock issue 

Excess ($10 per share on 7,785 shares) of redemption 
price over involuntary liquidating value of present $6 
dividend preferred stock 

Difference between carrying value ($768,704.23) and in- 
voluntary liquidating value ($778,500.00) of present $6 
dividend preferred stock 

Difference between selling price (estimated at $96%4) and 
liquidating value ($100) of proposed $5 dividend pre- 
ferred stock (24,000 shares) 
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(g) Balance sheet accounts instruction 6-E of the Commission’s Uniform 
System of Accounts provides that unamortized debt discount and expense and 
any call premiums be charged to Account 414, Miscellaneous Debits to Surplus, 
when obligations are redeemed and financed by another issue before the date 
of maturity of the first issue, unless permission of the Commission be obtained 
to amortize the amounts therein over the period subsequent to the date of 
redemption ; 

The Commission, having considered said application and other matters of 
record, finds: 

(1) That the applicant owns and operates facilities for the transmissien of elec- 
tric energy in interstate commerce and for the sale of electric energy at wholesale 
in interstate commerce, is engaged in the business of such transmission and 
sale, and is, therefore, a public utility subject to the jurisdiction of this 
Commission within the meaning of the Federal Power Act; 

(2) That as of July 31, 1940, the earned surplus account of applicant amounted 
to $1,102,855.99 ; 

(3) That the earned surplus account will be reduced under the proposed re- 
financing by $197,484.77 representing the amounts described in paragraph (f) 
(3) aboye; 

(4) That the proposed refunding of the bond issue referred to in paragraph (a) 
above will reduce the annual interest charges of the applicant on $6,500,000 
principal amount of bonds by $113,750 per annum and will effectuate immediate 
tax savings estimated to be in excess of $100,000; 

(5) That the proposed accounting treatment of unamortized debt discount and 
expense and call premiums requested by the applicant is not the only recognized 
accounting treatment nor necessarily the best accounting practice; 

(6) That the net savings resulting from the proposed refinancing will be 
sufficient to amortize the remaining unamortized debt discount and expense and 
call premium, less tax savings resulting from the proposed refunding operations 
(approximately $336,000), over a period not exceeding four years; 

Therefore, the Commission orders: 

(A) That the applicant, El Paso Electric Company (Texas), upon completion 
of the proposed refinancing, shall credit unamortized debt discount and expense 
and call premium with an amount equivalent to the tax savings resulting from 
the refunding operation ; 

(B) That the applicant, upon completion of the proposed refinancing, shall 
write off duplicate bond interest resulting from the refunding operation to Account 
580, Interest on Long Term Debt; 

(C) That permission be and it is hereby granted the applicant to amortize the 
remaining balance of unamortized debt discount and expense and call premiums, 
as of the date of redemption, associated with its first mortgage bond series A 
5%, due June 1, 1950, less tax savings referred to in paragraph (A) above, over 
a period not exceeding four years, beginning on the effective date of the new 
issue of bonds, by equal monthly charges to Account 531, Amortization of Debt 
Discount and Expense ; 

(D) That the permission herein granted is conditioned upon the making of the 
charges to 1940 income and to surplus, proposed by applicant as described in 
paragraph (f) above, upon completion of the proposed refinancing; 

(E) That the permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of 
such amortization charges, should such an issue arise in any proceeding affecting 
the rates, charges, practices, rules, regulations or tariffs of the applicant. 
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Order fixing date of hearing and suspending rate schedule 
Empire Gas and Fuel Company, Ltd. 
(Docket No. G—187) 
October 22, 1940 


It appearing to the Commission that: 

(a) On February 24, 1939, Empire Gas and Fuel Company, Ltd., filed with 
the Commission an agreement dated August 9, 1938, with Hornell Gas Light 
Company, designated in the files of the Commission as Empire Gas and Fuel 
Company, Ltd., rate schedule FPC No. 2, providing for the sale of natural gas 
by Empire Gas and Fuel Company, Ltd., to Hornell Gas Light Company for 
resale for ultimate public consumption for domestic, commercial, industrial, or 
any other use in and around Hornell, New York; 

(b) On September 23, 1940, Empire Gas and Fuel Company, Ltd., filed with 
the Commission a contract dated August 14, 1940, with. Hornell Gas Light 
Company, designated in the files of the Commission as Empire Gas and Fuel 
Company, Ltd., rate schedule FPC No. 6, providing that increased rates or 
charges for sales of natural gas to Hornell Gas Light Company shall be made 
effective as of October 1, 1940; 

(c) Without the approval of the Commission giving retroactive effect to said 
rate schedule FPC No. 6, as Empire Gas and Fuel Company, Ltd., has requested, 
the said schedule, unless suspended by order of the Commission, will become 
effective as of October 23, 1940, pursuant to the provisions of the Natural 
Gas Act and the amended provisional rules of practice and regulations; 

(d) On September 23, 1940, Empire Gas and Fuel Company, Ltd., filed with 
the Commission a document, dated September 21, 1940, which sets forth certain 
statements purporting to justify the proposed increased rates or charges; 

(e) In purported justification of such proposed rates, said document of 
September 21, 1940, among other things, states that due to the depletion of 
its existing sources of supply it will be necessary for Empire Gas and Fuel 
Company, Ltd., to purchase natural gas from other sources, and that the added 
costs of such purchase of gas make necessary the proposed increased rates or 
charges for the sale of such gas by Empire Gas and Fuel Company, Ltd. ; 

(f) Pursuant to a request from the Commission for further information con- 
cerning the source of supply of said gas to be purchased from other sources, 
Empire Gas and Fuel Company, Ltd., on October 2, 1940, filed with the Com- 
mission a document dated September 30, 1940, wherein it was stated that the 
major purchases of such gas would be made from Empire Gas and Fuel Company, 
Ltd., of Pennsylvania, and Empire Producing Corporation ; 

(9g) A group or syndicate composed chiefly of the Harry Bradley Estate, 
the George H. Bradley Estate, Bradley Brothers, Inc., and other persons of the 
same name or interest, owns and controls a great majority of the voting stock 
of Empire Gas and Fuel Company, Ltd., Empire Gas and Fuel Company of 
Pennsylvania, Empire Producing Corporation, and Hornell Gas Light Company ; 

(h) The schedule of increased rates or charges contained in said Empire 
Gas and Fuel Company, Ltd., rate schedule No. 6 may result in excessive rates 
or charges to Hornell Gas Light Company or place an undue burden on ultimate 
consumers of natural gas, which increased rates or charges have not been shown 
to be justified ; 

The Commission finds: 

That it is necessary, desirable, and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed increased rates 
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or charges, and that said proposed increased rates or charges be suspended 
pending such hearing and the decision thereon ; 

The Commission, upon its own motion, orders: 

(A) That a public hearing be held on November 18, 1940, at 10 a. m., in the 
hearing room of the Federal Power Commission, 1800 Pennsylvania Avenue 
N.W., Washington, D. C., concerning the lawfulness of the rates or charges con- 
tained in said Empire Gas and Fuel Company, Ltd., rate schedule FPC No. 6, 
for the sale of natural gas to Hornell Gas Light Company for resale for ulti- 
mate public consumption for domestic, commercial, industrial or any other 
use ; 

(B) That pending such hearing and decision thereon, the schedules of in- 
creased rates or charges contained in said rate schedule FPC No. 6, for any 
transportation or sale subject to the jurisdiction of the Commission, except in- 
sofar as they may provide for the sale of natural gas for resale for ultimate 
public consumption for industrial use, be and they are hereby suspended until 
March 23, 1941, or until such time thereafter as said schedules shall have been 
made effective in the manner prescribed by section 4 (e) of the Natural Gas 
Act, unless the Commission shall hereafter otherwise order ; 

(C) That during the said period of suspension, the rates or charges collected 
and received by Empire Gas and Fuel Company, Ltd., from Hornell Gas Light 
Company, as provided in Empire Gas and Fuel Company, Ltd., rate schedule FPC 
No. 2, except insofar as they may be for the sale of natural gas for resale 
for industrial use, shall remain and continue in full force and effect ; 

(D) That at such hearing, the burden of proof to show that any of the 
aforesaid proposed increased rates or charges are just and reasonable shall 
be upon Empire Gas and Fuel Company, Ltd. 


Order authorizing issuance of unsecured serial notes 
Montana-Dakota Utilities Co. 
(Docket No. IT-5651) 
October 29, 1940 


Montana-Dakota Utilities Co., hereinafter referred to as the applicant, whose 
principal place of business is at 831 Second Avenue South, Minneapolis, Minnesota, 
on October 12, 1940, applied for an order pursuant to section 204 of the Federal 
Power Act authorizing it to issue $3,900,000 in principal amount of unsecured 
serial notes. Subsequently, on October 23 and October 28, 1940, the applicant 
amended its application and furnished additional and revised exhibits, data, and 
information to supplement the application previously filed. The notes are pro- 
posed to be dated November 1, 1940, to be due $390,000 on March 15th, in each of 
the years 1941 to 1950, inclusive, and to bear interest at rates varying from 144% 
to 344% per annum according to maturity. The applicant requested that no 
public hearing be held on the application ; 

From the sworn application as amended and the record thereon it appears that: 

(a) Written notice of the application has been duly given to the Public Service 
Commission of Wyoming, the Public Service Commission of North Dakota, the 
Public Utilities Commission of South Dakota, the Board of Railroad Commis- 
sioners of Montana, the Railroad and Warehouse Commission of Minnesota, and 
to the Governor of each of those states. Notice of the application was also pub- 
lished in the Federal Register on October 15, 1940, stating that any person desiring 
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to be heard or to make any protest in reference to said application should file a 
petition or protest on or before October 21, 1940. No protest, petition, or request to 
be heard in opposition to the granting of the application has been received ; 

(b) The Public Service Commission of the State of North Dakota on October 
14, 1940, issued its Order of Approval granting an application for authority to 
issue the notes; 

(c) The applicant proposes to sell the notes privately for cash at 100% of their 
principal amount plus accrued interest to The National City Bank of New York 
for its own account in the amcunt of $1,000,000, for the account of Northwestern 
National Bank and Trust Company of Minneapolis in the amount of $750,000, and 
for the account of Marshall & Ilsey Bank of Milwaukee, Wisconsin,.in the amount 
of $200,000; to The Equitable Life Assurance Society of the United States in the 
amount of $1,500,000; and to the Northwestern Mutual Life Insurance Company, 
Milwaukee, Wisconsin, in the amount of $450,000; 

(d) The note issue will not be.underwritten, but Blyth & Co., Inc., will be paid 
a fee of $19,500, or one-half of one percent of the principal amount of notes, for 
services in connection with the sale of the notes, it having acted for the applicant 
in negotiations with the proposed purchasers of the notes; 

(e) The net amount realized from the sale of the notes, which the applicant 
estimates will amount to $3,866,100, exclusive of accrued interest, is proposed to 
be used for the redemption and repayment of $2,100,000 44%,% serial notes due 
March 15, 1941-1946, and $1,812,000 of ten-year 414% convertible debentures due 
October 1, 1946, now outstanding. The redemption of the 414% serial notes will 
involve a prepayment premium of 1% and the redemption of the 414% con- 
vertible debentures will involve a redemption premium of 2%. The total of the 
principal amount of the notes and debentures to be refunded and of the prepay- 
ment and redemption premiums will aggregate $3,969,000. The difference be- 
tween this amount and the net amount realized from the proposed sale of notes 
will be supplied by the applicant from its current funds; 

(f) The applicant proposes to charge to earned surplus the unamortized debt 
discount and expense applicable to the notes and debentures to be refunded, as 
well as the prepayment and redemption premiums thereon ; 

(9g) The proposed notes will be issued under an indenture to be dated as of 
November 1, 1940, to City Bank Farmers Trust Company, New York, as trustee. 

Upon consideration of the application as supplemented and the record thereon, 
the Commission finds as follows: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware, carries on electric and gas utility 
business in the states of Montana, North Dakota and. South Dakota and a gas 
utility business in the State of Wyoming. It has its principal business office in 
Minnesota ; 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the states of North Dakota and Montana, and consumed, by persons other than a 
transmitter thereof, at points outside the state from which it is transmitted. 
The applicant also owns and operates facilities in the State of Montana for 
the transmission of electric energy from that state, which energy is consumed, 
by persons other than a transmitter thereof, at points in the Province of Sas- 
katchewan, Dominion of Canada. The applicant is, therefore, a public utility 
within the meaning of that term as used in section 204 of the Federal Power 
Act; 

(3) By the proposed issuance of notes the applicant will issue securities within 


the meaning of that term as used in section 204 (a) of the Federal Power 
Act; 
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(4) Of the states referred to in paragraph (1), above, only the State of 
North Dakota has any law under which the applicant’s security issues are reg- 
ulated by a state commission. The applicant is, therefore, not organized and 
operating in a state under the laws of which its security issues are regulated 
by a state commission within the meaning of section 204 (f) of the Federal 
Power Act; 

(5) The applicant is not subject to requirements of the Public Utility Holding 
Company Act of 1935 or of a rule, regulation or order thereunder, in respect 
of the proposed issuance of notes; 

(6) The proposed issue is not exempted by sections 204 (f) or 318 of the 
Federal Power Act from the requirements of section 204 (a) of that Act; 

(7) The issuance of notes as proposed will not result in the capitalization 
of the right to be a corporation or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any tax 
or annual charge) actually paid as the consideration for such right, franchise, 
permit or contract. 

(8) The proposed issue is for a lawful object, within the corporate purposes of 
the applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by the applicant of service as a 
publie utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes ; 

Upon the foregoing findings, the Commission orders as follows: 

(A) The proposed issue of notes is authorized upon the terms and condi- 
tions and for the purposes set forth in the application amended and supplemented 
as hereinabove stated ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) This authorization shall expire unless acted upon within 60 days after 
the entry of this order; 

(D) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Finding of Commission 
Nantahala Power and Light Company 
(Docket No. DI-158) 


November 5, 1940 





Upon declaration of intention filed by the Nantahala Power and Light Company 
of Franklin, North Carolina, on October 1, 1940, to construct a hydroelectric 
project, called the Fontana project, on the Little Tennessee River, about 60 miles 
from its mouth, in Swain and Graham Counties, North Carolina, pursuant to 
section 23 (b) of the Federal Power Act; and 

It appearing to the Commission after investigation of the preposed construc- 
tion and consideration of the declaration of intention, the report of its chief 
engineer, official reports of the War Department, and other pertinent records, 
that: ; 
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(a) The declarant is a corporation organized and operating under the laws 
of the State of North Carolina, and has advised the Commission that it does 
not desire a hearing upon its declaration of intention to construct the Fontana 
project ; 

(b) Advice has been received from the Chief Executive of the State of North 
Carolina that no hearing is desired by him on this declaration of intention; 

(c) The Fontana project, as proposed by said Nantahala Power and Light 
Company, would consist of a dam having maximum height of 470 feet; a reser- 
voir with gross storage capacity of 1,375,000 acre-feet and usable storage capacity 
of 1,000,000 acre-feet; a hydroelectric plant with installed capacity of 300,000 
horsepower in four units of 75,000 horsepower each, which, according to the com- 
pany, would have an aggregate hydraulic capacity of 8,000 cubic feet per second ; 
and appurtenant works; 

(d) Section 23 (b) of the Federal Power Act provides: 

“It shall be unlawful for any person, State, or municipality, for the purpose of 
developing electric power, to construct, operate, or maintain any dam, water 
conduit, reservoir, powerhouse, or other works incidental thereto across, along, 
or in any of the navigable waters of the United States, or upon any part of 
the public lands or reservations of the United States (including the Territories), 
or utilize the surplus water or water power from any Government dam, except 
under and in accordance with the terms of a permit or valid existing right-of- 
way granted prior to June 10, 1920, or a license granted pursuant to this Act. 
Any person, association, corporation, State, or municipality intending to con- 
struct a dam or other project works across, along, over, or in any stream or part 
thereof, other than those defined herein as navigable waters, and over which 
Congress has jurisdiction under its authority to regulate commerce with foreign 
nations and among the several States shall before such construction file declara- 
tion of such intention with the Commission, whereupon the Commission shall 
cause immediate investigation of such proposed construction to be made, and 
if upon investigation it shall find that the interesis of interstate or foreign 
commerce would be affected by such proposed construction such person, asso- 
ciation, corporation, State, or municipality shall not construct, maintain, or 
operate such dam or other project works until it shall have applied for and 
shall have received a license under the provisions of this Act. If the Commis- 
sion shall not so find, and if no public lands or reservations are affected, per- 
mission is hereby granted to construct such dam or other project works in 
such stream upon compliance with State laws”; 

(e) The proposed project is for the purpose of generating electric power 
for distribution to the public and for sale by the declarant to an affiliated 
company engaged in the manufacture of aluminum; 

(f) The Fontana dam would be located on the Little Tennessee River about 
10 miles upstream from the North Carolina-Tennessee State line, and some 20 
miles above the head of navigation on that river; 

(g) The Little Tennessee River has been navigated by steamboats, gasoline 
towboats, and other river craft, steamboats having made frequent trips as far 
upstream as Citico Creek, a distance of 31 miles, and small boats having occa- 
sionally gone farther, but not above Abrams Creek at mile 37; and rafting 
was done from as far upstream as Tallassee Creek, 41.2 miles above the mouth 
of the Little Tennessee River ; 

(h) The Tennessee River has been an important artery of commerce since the 
settlement of the region through which it flows, having been plied by steamboats 


since early in the 19th century, and by more primitive types of river craft 
prior to that time; 
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(i) The natural flow of the river at the dam site has ranged from a minimum 
of about 400 cubic feet per second to a maximum of about 75,000 cubic feet per 
second and is estimated by the decldrant to average slightly over 3,800 cubic 
feet per second ; 

(j) The area of the Little Tennessee River watershed is 2,650 square miles, of 
which 1,590 square miles, or 60 percent of the total, lie above the company’s 
dam site, in a region of exceptionally heavy rainfall; 

(k) The proposed project would be adapted to develop, conserve, and utilize 
in the public interest the water resources of the region ; and 

The Commission finds: 

(1) That the Little Tennessee River is an important tributary of the Tennessee 
River, and both of these rivers are navigable waters of the United States; 

(2) That the United States, through the Tennessee Valley Authority, has 
undertaken the construction of extensive engineering works, principally large 
water control projects, in the Tennessee River basin, in the interest of national 
defense and for agricultural and industrial development, the improvement of 
navigation, and the control of destructive flood waters, and some of these 
works have been completed, others are under construction, and still others are 
proposed for construction ; 

(3) That only one other headwater reservoir in the Tennessee River watershed, 
the Norris reservoir, has a greater capacity than that proposed for the Fontana 
project ; 

(4) That the Fontana reservoir would have sufficient capacity substantially to 
control the run-off from 60 percent of the drainage area of the Little Tennessee 
River ; 

(5) That construction and operation of the project as proposed by the com- 
pany would have the effect of radically changing stream flow conditions in the 
Little Tennessee River below the dam where the natural flow varies through a 
wide range; 

(6) That the effect of the project on navigable capacity will depend upon the 
operating program adopted and will vary as operating programs are changed, 
but depths in the navigable section of the Little Tennessee River and in the 
Tennessee River will be substantially affected, sometimes reduced and sometimes 
increased, under any reasonable operating program that may be employed ; 

(7) That the proposal of the company to install turbines having aggregate 
hydraulic capacity of 8,000 cubic feet per second in a project which provides for 
a minimum regulated flow of 3,000 cubic feet per second, and upon a stream with 
an average flow of only about 3,800 cubic feet per second, indicates that the 
installation is justified only upon the assumption that it would be operated in 
such manner as to produce widely varying discharges from the turbines ; 

(8) That the minimum regulated flow of 3,000 cubic feet per second would at 
times be less than the flow that would obtain in the Little Tennessee River 
under natural conditions and hence navigable depths would be reduced at such 
time ; 

(9) That the Fontana project would have substantial effect in controlling 
floods on the Little Tennessee River, and to a lesser degree on the Tennessee 
River below the mouth of the Little Tennessee; if operated so as to store water 
during flood periods the reservoir would reduce the flood flows and flood heights 
below the dam, but if operated so as to reiease water from storage during 
flood periods, as might be done under unusual circumstances, it would aggravate 
flood conditions below the dam; and 

(10) That the interests of interstate commerce would be substantially affected 
by the construction and operation of the Fontana project on the Little Tennessee 
River, as proposed by the Nantahala Power and Light Company. 
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Order approving disposition of amounts in account 107, electric plant adjustments 
Eastern Minnesota Power Corporation 
(Docket No. IT-5660) 
November 5, 1940 


It appearing to the Commission that: 

(a) On April 1, 1939, Eastern Minnesota Power Corporation submitted pro- 
posed reclassification and original cost studies pursuant to electric plant accounts 
instruction 2—D of the Commission’s Uniform System of Accounts Prescribed for 
Publie Utilities and Licensees, effective January 1, 1937, and the order of the 
Commission adopted May 11, 1937; 

(b) The Commission’s staff made a field study of the proposed reclassification 
and original cost studies and on June 22, 1940, submitted a report entitled 
“Eastern Minnesota Power Corporation, Amery, Wisconsin, Report on the Re- 
classification and Original Cost Studies of Electrical Plant as at January 1, 
1937,” which report was transmitted to the company on June 29, 1940; 

(c) The plant accounts, as reclassified in the company’s studies, together with 
the adjustments proposed by the Commission’s staff in its report, and the status 
of the accounts after reflecting such adjustments may be briefly summarized 
as follows: 


As reclassi- 
fied by com- | 
pany | 


| Piabened ad- 
justments 


After adjust- 
ments 


| 
| 
| 








| 

100. ELECTRIC PLANT: 4 ond 

100.1. Electric plant in service -----+----------+------|$2, 598, 670.93 | ($879, 142. 64)/ $1, ms 528. 29 

100.3, Construction work in progress. . - - ; 3, 701. 25 |_- 3, 701. 25 
19.4. Electric plant held for future use 7 604, 456. 00 (604, 556. 00)} . .. - 

100.5. Electric plant acquisition adjustments. --. - 237, 446. 07 | 547, 966. 44 “785, 412. 51 

Total electric plant. ..........--..----..- 3 444, 374. 25 | (935, 732. 20) 2, 508, 642. 05 

107. ELectric PLANT ADJUSTMENTS... oie cabal 32, 575. 26 32, 575. 26 

Total utility plant 3, 444, 374. 25 (903, 156.94)} 2, 541, 217.31 

110. OTHER PHYSICAL PROPERTY » 903, 156. 94 903, 156. 94 


Grand total : ; 3, 444, 2 3, 444, 374. 25 








(d) Eastern Minnesota Power Corporation has agreed to make the adjust- 
ments to its accounts, as proposed by the Commission’s staff and as summarized 
in paragraph (c) above, and has submitted proposed journal entries correctly 
reflecting such adjustments ; 

(e) The adjustments of the Commission’s staff result in the inclusion of 
amounts in Account 107, Electric Plant Adjustments, described as follows: 


Ce eR ER a as deh nk Kirti cine pce anennettiie $5, 222 
GB) = Vea | OUI. hh ere te etme 690. 
(3) Profit on construction work performed by Trojan Engineering 

Co., an affiliate 
(4) Costs deemed to be operating expenses: 

pe ieee sig ck ss Li edit 6, 454. 


32, 575. 


(f) Paragraph (B) of Account 107, Electric Plant Adjustments, provides 
that the amounts included in such account shall be disposed of as the Commis- 
sion may approve or direct; 





APPENDIX—ORDERS 837 


(g) In accordance with the recommendations in the report of the Commis- 
sion’s staff, the company has submitted, by letter dated August 23, 1940, pro- 
posed journal entries, carrying out the“provisions of electric plant accounts 
instruction 2-D of the Commission’s- Uniform System of Accounts Prescribed 
for Public Utilities and Licensees and reflecting the following accounting dis- 
position of the amounts included in Account 107, Electric Plant Adjustments, 
referred to in paragraph (e) above: 

(1) The amount of $5,222.29, representing capital stock expenses included by 
the company in Account 301, Organization, to be transferred to Account 151, 
Capital Stock Expenses ; 

(2) The amount of $690, representing unrecorded retirements, to be charged 
to Account 250, Reserve for Depreciation of Electric Plant; and 

(3) The amount of $26°662.97, representing profit on construction work 
performed by Trojan Engineering Co., an affiliate, and costs deemed to be 
operating expenses representing rural] solicitation fees and repairs to Cheng- 
watana Dam, to be charged to Account 271, Earned Surplus; . 

The Commission finds: 

(1) That the nature of the items, amounting to $32,575.26, included in Ac- 
éount 107, Electric Plant Adjustments, for disposition as the Commission may 
approve or direct, are as described in paragraph (e) above; 

(2) That Eastern Minnesota Power Corporation has agreed to make the ac- 
counting adjustments disposing of the amounts included in Account 107, Elec- 
tric Plant Adjustments, as recommended by the Commission’s staff, and as out- 
lined in paragraph (g) above, and has submitted proposed jdurnal entries cor- 
rectly reflecting such accounting disposition ; 

(3) That the recommended accounting disposition of the amounts included 
in Account 107, Electric Plant Adjustments, and the proposed journal entries 
reflecting such accounting disposition are in conformity with correct accounting 
principles and the Commission’s Uniform system of Accounts Prescribed for 
Public Utilities and Licensees ; 

The Commission orders: 

(A) That Eastern Minnesota Power Corporation dispose of the amounts ag- 
gregating $32,575.26, included in its Account 107, Electric Plant Adjustments, 
by crediting such account and by charging accounts as follows: 

(1) Charge to Account 151, Capital Stock Expenses, the amount of $5,222.29; 

(2) Charge to Account 250, Reserve for Depreciation of Electric Plant, the 
amount of $690; and 

(3) Charge to Account 271, Earned Surplus, the amount of $26,662.97; 

(B) That the proposed journal entries submitted by Eastern Minnesota 
Power Corporation, by letter dated August 23, 1940, reflecting the accounting 
disposition of the amounts included in Account 107, Electric Plant Adjustments, 
as shown in paragraph (A) above, be and they are hereby approved. 


Order Making Records Available 


Metropolitan Edison Company, Northern Pennsylvania Power Company, Penn- 
sylvania Electric Company, The Clarion River Power Company, Erie Light- 
ing Company, and Solar Electric Company 


(Docket No. IT-5015) 
November 12, 1940 


Upon consideration of the desirability of making the records in this pro- 
ceeding available to the trustees of Associated Gas and Electric Company and 
Associated Gas and Electric Corporation ; 
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The Commission orders: 

That the records, exhibits, and working papers in this proceeding be made 
available to the trustees of Associated Gas and Electric Company and Associated 
Gas and Blectric Corporation, and their official representatives, attorneys, and 
agents. 


Order denying permission under balance sheet accounts instruction 6-H 
Indiana General Service Company 
(Docket No. IT-5655) 
November 26,1940 ® 


Upon application of Indiana General Service Company, filed September 28, 
1940, pursuant to the provisions of balance sheet accounts instruction 6-E 
of the Commission’s Uniform System of Accounts Prescribed for Public Util- 
ities and Licensees, for permission to amortize unamortized debt discount, 
expense and call premium of a certain refinanced and redeemed bond issue; 

It appearing to the Commission that: 

(a) On October 7, 1938, applicant issued and sold $6,500,000 principal amount 
of its first-mortgage bonds, 314% series, dated August 1, 1938, due 
August 1, 1968, at a premium of 114%, or a total premium for the entire issue 
of $97,500, with expenses which reduced the sale premium of $1,292.64, and 
used the proceeds to redeem all of its then outstanding first and refunding 
mortgage 5% gold bonds, due January 1, 1948 ($3,745,900), the repayment of 
advances ($1,450,000) to an affiliated company, and the reimbursement of its 
treasury for expenditures for additions and betterments, etc. ; 

(b) The amount of unamortized debt discount and expense applicable to the 
outstanding first and refunding mortgage 5% gold bonds, due January 1, 1948, as 
of October 1, 1938, was $160,960.76, the call premium on such outstanding 5% 
bonds, was $187,295, and the redemption date was January 1, 1939; 

(c) The Public Service Commission of Indiana, by order approved September 1, 
1988 (Cause No. 13398), permitted applicant to amortize the balance of unamor- 
tized debt discount and expense associated with its first and refunding mortgage 
5% gold bonds, due January 1, 1948, as of October 1, 1938 ($160,960.76), over the 
natural life of such bonds, and to amortize the call premium of $187,295 over the 
life of the new first mortgage bonds, 314% series, due August 1, 1968; 

(d) Since October 1938, applicant has followed the plan of amortization ap- 
proved by the Public Service Commission of Indiana in its order referred to in 
paragraph (c) above; 

(e) Applicant seeks permission to amortize the debt discount, expense, and 
call premium associated with its refinanced and redeemed first and refunding 
mortgage 5% gold bonds, due January 1, 1948, in accordance with the plant of 
amortization approved by the Public Service Commission of Indiana, described 
in paragraph (c) above; 

(f) Balance sheet accounts instruction 6-E of the Commission’s Uniform 
System of Accounts provides that such unamortized debt discount, expense or 
premium be charged to account 414, miscellaneous debits to surplus, when obli- 
gations are refinanced and redeemed by another issue before the date of maturity 
of the first issue, unless the permission of the Commission be obtained to 
amortize such amounts over a period subsequent to the date of redemption ; 

The Commission, having considered said application and other matters of 
record, finds: 
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(1) That applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale 
in interstate commerce, is engaged in the business of such transmission and sale, 
and is, therefore, a public utility within the meaning of the Federal Power 
Act; 

(2) That as of December 31, 1939, the earned surplus account of applicant 
amounted to $1,106,186.60, and the capital surplus account, which had been 
segregated from the earned surplus account in accordance with certain require- 
ments of the laws of the State of Indiana, amounted to $500,000; 

(8) That the refinancing has resulted in substantial tax savings for the year 
1938, and in annual net savings in excess of $70,000, before considering the 
fixed charges and costs incident to increased debt; 

(4) That applicant can dispose of the entire amounts of unamortized debt 
discount, expense and call premium, as of December 31, 1939 ($318,656.17), cur- 
rently without disturbing its financial position by charging such amount direct 
to its earned-surplus account; 

(5) That the proposed plan of applicant for amortization of the unamortized 
debt discount, expense and call premium associated with its redeemed first and 
refunding mortgage 5% gold bonds, due 1948, over a future period is not in the 
public interest and is at variance with the best accounting practice requiring 
that debt discount, expense and call premiums applicable to retired bond issues 
be disposed of concurrently with the retirement of the bonds; 

(6) That good or sufficient cause has not been shown why permission of the 
Commission should be granted for an exemption from the provisions of balance 
sheet accounts instructions 6-E ; 

Therefore, the Commission orders: 

(A) That the permission sought by the application of Indiana General Service 
Company for exemption from the provisions of balance sheet accounts instruc- 
tion 6-E of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, for the purpose of amortizing unamortized debt discount, 
expense and call premium associated with its refinanced and redeemed first 
and refunding mortgage 5% gold bonds, due January 1, 1948, be and it is hereby 
denied in respect to the unamortized balance in the amount of $318,656.71 at 
December 31, 1939; 

' (B) That Indiana General Service Company shall, within 30 days after issuance 
of this order, submit to the Commission the journal entries it proposes to make 
in conformity with this order and the correcting journal entries required in con- 
nection therewith. 


Order authorizing issuance of bonds 
Sierra Pacific Power Company 
(Docket No. IT—5658) 
November 26, 1940 


Sierra Pacific Power Company, hereinafter referred to as the applicant, whose 
principal place of business is at 21 East First Street, Reno, Nevada, on October 
29, 1940, applied for an order pursuant to section 204 of the Federal Power 
Act, authorizing it to issue $3,000,000, in principal amount, of its first mortgage 
bonds, series A, 314%, to be dated as of December 1, 1940, and to be due 
December 1, 1970. Subsequently, the applicant amended its application and 
furnished additional and revised exhibits; 
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From the sworn application as amended and the record thereon, it appears 
that: 

(a) Written notice of the application has been duly given to the Railroad 
Commission of the State of California and the Public Service Commission of 
the State of Nevada and to the Governor of each of those States. Notice of 
the application was also published in the Federal Register on November 1, 
1940, in which it was stated that any person desiring to be heard or to make 
any protest in reference to the application should file a petition or protest on or 
before the 14th day of November 1940. No protest, petition, or request to be 
heard in opposition to the granting of the application has been received; 

(b) The applicant proposes to sell the bonds to John Hancock Mutual Life 
Insurance Company and Massachusetts Mutual Life Insurance Company at 
103% of the principal amount thereof, plus accrued interest thereon to the date 
of delivery ; 

(c) The bonds will be sold in a private transaction not involving a public 
offering and there will be no underwriters’ and no finders’ fees in connection 
therewith ; 

(d) The gross proceeds from the sale of the bonds as proposed will be 
$3,090,000. The applicant estimates the expense incident to the issuance of the 
proposed bonds at $25,000, making the estimated net proceeds $3,065,000. This 
is proposed to be utilized as follows: 


(1) The redemption of the outstanding series A bonds in the prin- 
cipal amount of $1,400,000 at 104 $1, 456, 000 
(2) The redemption of the outstanding series B bonds in the prin- 
cipal amount of $773,000 at 102 788, 460 
(3) The retirement of a property purchase obligation in the amount 
59, 428 
(4) The retirement of note payable to bank in the amount of ~-_- 350, 000 
(5) The construction of permanent additions and improvements to 
the applicant’s facilities used to supply water to the public of 
the cities of Reno and Sparks, Nev., at an estimated cost of_- 150, 000 
(6) The balance of the proceeds will reimburse the applicant’s treas- 
ury for expenditures for permanent additions and improve- 
ments against which securities have not been issued and will ; 
provide additional working capital (estimated) 261, 112 


(e) The applicant proposes to charge to earned surplus the unamortized 
debt discount and expense on the bond issues to be retired, amounting to 
$175,698.77, and the aggregate redemption premiums thereon, amounting to 
$71,460; 

Upon consideration of the application as amended and the record thereon, 
the Commission finds as follows: 

(1)The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Maine. It is engaged principally in the 
business of generating and selling electric energy in Nevada and the eastern 
part of California. It also purchases electricity from Pacific Gas and Electric 
Company for resale to its customers. In addition, it is engaged in the busi- 
ness of selling water and gas for domestic and commercial purposes in the 
cities of Reno and Sparks, Nevada, and sells water for irrigation purposes 
to approximately forty ranches; 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the states of Nevada and California and consumed by persons other than the 
transmitter thereof, at points outside the state from which it is transmitted. 
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The applicant is, therefore, a public utility within the meaning of that term 
as used in section 204 of the Federal Power Act; 

(3) The proposed issuance of bonds will constitute the issuance of securities 
within the purview of that section 204; 

(4) Neither of the States of Nevada or Maine has any law under which 
the applicant’s issue of bonds is regulated by a State commission. The appli- 
cant is, therefore, not organized and operating in a state under the laws of 
which its security issues are regulated by a state commission within the 
meaning of section 204 (f) of the Federal Power Act and the proposed bond 
issue is, therefore, not exempted by that section from the provisions of sections 
204 (a) and 204 (b) of that Act; 

(5) The applicant is not subject to the requirements of the Public Utility 
Holding Company Act of 1935 or of a rule, regulation, or order thereunder, in 
respect of the proposed issue of bonds and such issue is, therefore, not exempted 
by section 318 of the Federal Power Act from the provisions of sections 204 
(a) and 204 (b) of that Act; 

(6) The issuance of bonds as proposed will not result in the capitalization 
of the right to be a corporation or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any tax 
or annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract; 

(7) The proposed bond issue is for a lawful object within the corporate pur- 
poses of the applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by the applicant of 
service as a public utility and which will not impair its ability to perform that 
service and is reasonably appropriate for such purposes ; 

Upon the foregoing findings, the Commission orders as follows: 

(A) The proposed issue of bonds is authorized upon the terms and condi- 
tions and for the purposes set forth in the application as amended; 

(B) The foregoing is without prejudice to the authority of this Commission 
or any other regulatory body with respect to rates, service, accounts, valua- 
tion, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) This authorization shall expire unless acted upon within seventy-five 
(75) days after the entry of this order; - 

(D) The applicant shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of Practice and Regulations. 


Order confirming and approving temporary rate agreement 
Bonneville Project, Columbia River, Oregon-Washington 
(Docket No. IT-5519) 

November 26, 1940 


It appearing to the Commission that: 
(a) The Administrator of the Bonneville Power Administration, in accordance 
with the requirements of section 6 of the Bonneville Act, approved August 20, 
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1987 (50 Stat. 731), by letter received at the Federal Power Commission No- 
vember 15, 1940, has requested that a temporary rate be approved for the sale 
and delivery of electric energy by the Administrator of the Bonneville Power 
Administration to Aluminum Company of America ; 

(b) By telegraphic request of November 19, 1940, the Administrator of the 
Bonneville Power Administration has requested that said temporary rate be 
made effective for the period from November 28, 1940, to December 4, 1940, 
inclusive ; 

(c) For the reasons set forth in the letter of the Administrator to the Com- 
mission received November 15, 1940, it is in the public interest that said 
temporary rate be confirmed and approved for the period from- November 28, 
1940, to December 4, 1940, inclusive; 

The Commission orders: 

(A) That the said temporary rate as contained in the letter received No- 
vember 15, 1940, for the sale and delivery of electric energy by the Adminis- 
trator of the Bonneville Power Administration to Aluminum Company of 
America is hereby confirmed and approved; 


(B) That the said temporary rate shall become effective as of November 28, 
1940, and shall terminate as of December 4, 1940. 


Order allowing amendment of complaint 
City of Cleveland, Complainant v. South Penn Natural Gas Company, Defendant 
(Docket No. G-179) 
December 3, 1940 


It appearing to the Commission that: 

On November 20, 1940, the city of Cleveland submitted an amendment to its 
complaint in the above-entitled proceeding and requested leave of the Com- 
mission to file the same; 

The Commission orders: 

That the amendment to the complaint as hereinabove proposed be and it is 
hereby allowed to be filed as of November 20, 1940. 


Order denying motion to strike testimony 
Investigation of Conduct of F. M. Durrance et al. 
December 3, 1940 


Respondent, F. M. Durrance, having filed on November 19, 1940, a written 
motion to strike certain testimony herein, and upon consideration of the same; 

The Commission orders: 

That the said motion to strike certain testimony of the respondent, F. M. 
Durrance, be and it hereby is denied. 





















































APPENDIX—ORDERS 
Order requiring the execution and filing of bond 
Kentucky Natural-Gas Corporation 
(Docket No. G-—174) 


December 7, 1940 






It appearing to the Commission that: 
(a) Kentucky Natural Gas Corporation, on November 12, 1940, filed with 
the Commission, a motion, dated November 7, 1940, that the schedule of 
increased rates or charges contained in Kentucky Natural Gas Corporation 
rate schedule FPC No. 21 and supplement No. 1 thereto, be made effective as 
of November 5, 1940, which said schedule provides for the sale of natural 
gas to the Kentucky-Tennessee Light and Power Company for resale for 
ultimate public consumption, and which by the Commission’s order of June 
4, 1940, was suspended until November 5, 1940; 

(b) Section 4 (e) of the Natural Gas Act provides in part that when increased 
rates or charges which have been suspended by order of the Commission are 
made effective upon motion of the natural-gas company, “* * * the Com- 
mission may, by order, require the natural-gas company to furnish a bond, 
to be approved by the Commission, to refund any amounts ordered by the 
Commission, to keep accurate accounts in detail of all amounts received by 
reason of such increase, specifying by whom and in whose behalf such amounts 
were paid, and upon completion of the hearing and decision, to order such 
natural-gas company to refund, with interest, the portion of such increased 
rates or charges by its decision found not justified.” 

The Commission orders: 

(A) That Kentucky Natural Gas Corporation shall forthwith execute in 
triplicate a bond in the sum of ten thousand dollars ($10,000) with corporate 
surety satisfactory to the Commission, in the form and embodying the con- 
ditions this day approved by the Commission in conjunction with the adoption 
of this order, and shall within fifteen (15) days from the date hereof deliver 
the same to the Commission, a copy of which upon approval in its executed 
form shall be filed by the Secretary of the Commission in the files of the 
Commission with “Kentucky Natural Gas Corporation rate schedule FPC #21”; 

(B) That upon compliance by the Kentucky Natural Gas Corporation with 
the requirements of paragraph (A) above, the schedule of increased rates or 
charges contained in Kentucky Natural Gas Corporation rate schedule FPC 
No. 21 and supplement No. 1 thereto, shall be allowed to become effective as of 
November 12, 1940 (the filing date of the motion of Kentucky Natural Gas 
Corporation), subject to the further order of the Commission in this proceeding. 


Supplemental order determining actual legitimate original cost and prescribing 
accounting therefor 


Portland General Electric Company 
(Project No. 135) 


December 13, 1940 






The Commission, having under consideration the matter of the determination 
of the actual legitimate original cost, as of January 31, 1931, of the second 
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unit of the project designated on its records as project No. 135, Portland Gen- 
eral Electric Company, licensee; and 

It appearing to the Commission, after consideration of the formal accept- 
ance executed by the licensee under date of October 25, 1940, that the actual 
legitimate original cost of the second unit of project No. 135 as of January 31, 
1931, heretofore determined by order dated April 22, 1935, in the aggregate 
sum of $821,180.20, duly entered in the accounts of the licensee, was erroneous 
to the extent of $27,621.20 and should be modified by charges to earned surplus 
account and concurrent credits to electric plant accounts in accordance with 
the following tabular statement: 
No. Account name , Amount 
821 Structures and improvements eet ; ‘ ... $3, 597. 5 
322 Reservoirs, dams, and waterways___----~--. Loins Ay eee 
823 Water wheels, turbines, and generators__- 9, 752. 80 
824 Accessory electric equipment_____~~-- r 74 
825 Miscellaneous power-plant equipment____ ~~ oe ws 57. 42 
342 Structures and improvements_____-_____-_~- a : . 31 
$43 Station equipment _____-.--_-_- ‘ wkd ' . 12 


, | Page eee ea ecard ; : ee 621. 20 


The Commission finds and determines: 

That the actual legitimate original cost of the second unit of project No. 135 
as of January 31, 1931, is $793,559.00; and 

The Commission orders: 

(A) That the licensee, Portland General Electric Company, establish and 
maintain control accounts with reference to the second unit of the said project 
Showing the total debit balance in licensee’s fixed capital accounts beginning 
with the entry of $793,559.00 as the actual legitimate original cost of the second 
unit as of January 31, 1931; 

(B) That the licensee establish and maintain subsidiary ledger sheets or 
accounts showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail in accordance with 
the Commission's Uniform System of Accounts, effective January 1, 1937, pur- 
suant to authority granted by the Federal Power Act; 

(C) That within ninety (90) days of service of this order, the licensee coni- 
ply therewith and execute and submit to the Commission FPC Form No. 76 
showing such compliance. 


Order granting permission under balance sheet accounts instruction 6-E 
Northern Indiana Public Service Company 
(Docket No. IT-5653) 
December 17, 1940 


Upon application of Northern Indiana Public Service Company, filed October 
8, 1940, pursuant to the provisions of balance sheet accounts instruction 6-E of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, for permission to amortize unamortized debt discount and expense, call 
premiums, duplicate interest and miscellaneous expenses of certain refinanced and 
redeemed bond issues ; 
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It appearing to the Commission that: 

(a) On December 19, 1939, Northern Indiana Public Service Company issued 
and sold $45,000,000 principal amount of its 3%% first mortgage bonds, series A, 
dated August 1, 1939, due August 1, 1969, at 98, and $6,000,000 principal amount 
of 2% % serial notes, due semi-annually February 1, 1940, to August 1, 1949, at 
par, and used the proceeds thereof to call, redeem and retire all of its then out- 
standing long-term debt, consisting of its first and refunding mortgage gold bonds, 
series B, C, D, and BE, and the underlying Northern Indiana Gas and Blectric Com- 
pany 6% first lien and refunding mortgage gold bonds, series 1922, aggregating 
$48,879,000 principal amount, and to redeem, discharge and retire its 6% first 
and refunding mortgage gold bonds, series 1924, pledged as collateral to its above- 
mentioned first and refunding mortgage gold bonds, series B, C, D and E; 

(b) The amounts of unamortized debt discount and expense, call premiums, 
duplicate interest, and miscellaneous expenses applicable to the refinanced and 
redeemed bond issues are summarized as follows: 


(1) Unamortized debt discount and expense as of Dec. 19, 1939____ $8, 965, 459. 28 

2, 280, 850. 00 
(3) Duplicate interest___- = ; 324, 060. 03 
(4) Miscellaneous expenses 32, 589. 34 


Total ‘ . . ad 6, 602, 958. 65 


(ec) Included in the amounts of unamortized debt discount and expense as 
shown in paragraph (b) (1) above are amounts (estimated at $250,000) of un- 
amortized debt discount and expense associated with two long-term debt issues 
redeemed, retired and refinanced on November 1, 1926, by the issuance by appli- 
cant’s 5% first and refunding mortgage gold bonds, series C; referred to in para- 
graph (a) above; 

(d) Applicant proposes to credit the amounts of unamortized debt discount and 
expense, premiums, interest, and miscellaneous expenses, as shown in paragraph 
(b) above, with amounts equivalent to the Federal income tax savings resulting 
from the refinancing, estimated to be $417,985.58 for 1989 and $836,746.04 for 1940; 

(e) Applicant proposes, in accordance with the orders of the Public Service 
Commission of Indiana to amortize the amount of $6,602,958.65, less Federal in- 
come tax savings resulting from the refinancing, over the natural lives of the 
various refinanced issues, except the amount applicable to the two cases where 
the maturities of the refinanced issues extend beyond the maturity of the refund- 
ing issue, which the applicant proposes to amortize over a period to the maturity 
of the latter, August 1, 1969; 

(f) Balance sheet accounts instruction 6-E of the Commission’s Uniform Sys- 
tem of Accounts provides that unamortized debt discount, expense or premiums 
be charged to Account 414, Miscellaneous Debits to Surplus, when long-term obli- 
gations are refinanced and redeemed by another issue before the date of maturity 
of the first issue, unless the permission of the Commission be obtained to amortize 
such amounts over a period subsequent to the date of redemption ; 

The Commission having considered said application and other matters of record 
and in the files of the Commission, furnished by applicant, finds: 

(1) That applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale in 
interstate commerce, is engaged in the business of such transmission and sale, and 
is, therefore, a public.utility-within the meaning of the Federal Power Act ; 

(2) That as of December 31, 1939, the surplus account of the applicant reflected 
a balance of $3,142,691.96 ($1,386,148.16, surplus of constituent companies to date 
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of merger on June 3, 1926, and $1,756,543.80, earned surplus since date of merger), 
which was subject, however, to a restriction for dividend purposes on account of 
reacquired stock ; as of the same date, cumulative preferred dividends undeclared 
and unpaid amounted to $2,582,753.44 ; 

(3) That the refinancing described in paragraph (a) above will result in an 
average saving over the pericd 1940 to 1950 estimated at not less than $600,000 
per annum and will effectuate immediate Federal income tax savings estimated 
at not less than $400,000 in 1939 and $825,000 in 1940; 

(4) That good and sufficient cause has been shown why permission of the 
Commission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-H; : 

(5) That the proposed accounting treatment of unamortized debt discount, 
expenses, interest, premiums, and miscellaneous expenses requested by appli- 
eant is not the only recognized accounting treatment nor necessarily the best 
accounting practice; 

(6) That the net average annual savings resulting from the refinancing will 
be sufficient to amortize the remaining unamortized debt discount, expense, 
premiums, interest, and miscellaneous expenses, referred to in paragraph (b) 
above, less Federal income tax savings resulting from the refinancing, over a 
period not exceeding fifteen years, beginning December 31, 1940; 

Therefore, the Commission orders: 

(A) That the applicant, Northern Indiana Public Service Company, sball credit 
unamortized dept discount and expense, call premiums, duplicate interest and 
miscellaneous expenses associated with its refinanced and redeemed bond issues, 
with amounts equivalent to the 1939 and 1940 tax savings resulting from the 
refunding operation ; 

(B) That permission be and it is hereby granted applicant to amortize the 
unamortized balance of debt discount and expense, call premiums, duplicate in- 
terest, and miscellaneous expenses, as of December 31, 1940, associated with its 
refinanced and redeemed first and refunding mortgage gold bonds, series B, C, 
D, and B, the underlying Northern Indiana Gas and Electric Company 6% first 
lien and refunding mortgage gold bonds, series 1922, and its pledged 6% first 
and refunding mortgage gold bonds, series 1924, less tax savings referred to in 
paragraph (A) above, over a period not exceeding fifteen years, beginning De- 
cember 31, 1940, by equal monthly charges to Account 531, Amortization of Debt 
Discount and Expense; 

(C) That the permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations or tariffs of applicant ; 

(D) That Northern Indiana Public Service Company shall, within 30 days 
after issuance of this order, submit to the Commission the journal entries it 
proposes to make in conformity with this order. 


Order determining actual legitimate original project cost and prescribing 
accounting therefor 


Kanawha Valley Power Company 
(Project No. 1290) 


December 17, 1940 
The Commission having under consideration the matter of determination of 
the actual legitimate original cost, as of April 30, 1938, of the hydroelectric 
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project designated on its records as project No. 1290, Kanawha Valley Power 
Company, licensee; and 

It appearing to the Commission that: -: 

(a) The cost statement filed by Kanawha Valley Power Company on De- 
cember 29, 1938, claiming $1,920,568.40 as the actual legitimate original cost 
of said project as of April 30, 1938, was audited by Commission accountants; 

(b) A field investigation of the project physical features and an analysis 
of the claimed project cost as of April 30, 1938, was made by Commission 
engineers ; 

(c) A staff report dated March 1, 1940, was prepared following said ac- 
counting audit and engineering investigation and analysis setting forth the 
results thereof; 

(d) Said staff report dated March 1, 1940, was served upon Kanawha 
Valley Power Company on April 24, 1940, and its protest thereto dated May 
20, 1940, was filed on June 11, 1940; 

(e) Of the five items of claimed cost (suspensions numbered 1, 2, 7, 11, 
and 12, totaling $100,852.74) to which exception was taken in said staff report 
dated March 1, 1940, three (suspensions numbered 1, 2, and 11, aggregating 
$16,944.11) were waived in said protest dated May 20, 1940; 

(f) Pursuant to the suggestion contained in the Secretary’s letter dated 
July 3, 1940, addressed to Kanawha Valley Power Company, said company 
by its communications dated July 26, 1940, and October 9, 1940, has agreed 
to the Commission's disposition of the two items of clafmed cost still in 
issue (suspensions numbered 7 and 12) upon the basis of (a) Secretary’s 
letter of July 3, 1940, setting forth the staff's position; (b) Kanawha Valley 
Power Company’s communication dated October 9, 1940, and the enclosed 
verified statements; (c) Kanawha Valley Power Company’s protest dated May 
20, 1940; and (d) the staff report dated March 1, 1940; 

The Commission, upon a full consideration of the record referred to in 
paragraph (f) above, finds and determines: 

(1) That the amount of $325.00 comprising suspension No. 7 constitutes 
a proper charge to the fixed capital of said project; 

(2) That of the $83,583.63 claimed as interest during construction under 
suspension No. 12, $83,266.73 is allowed and the remaining $316.90 is disallowed 
in accordance with the computation set forth in the Secretary’s letter dated 
July 3, 1940; 

(3) That the actual legitimate original project costs as of April 30, 1938, 
are the amounts as shown in the column headed “Amounts Allowed” in the 
following table, the items thereof being numbered, for convenience in refer- 
ence, to correspond with similar items shown on pages 5 and 7 of the staff 
report dated March 1, 1940; 





— Amounts Amounts Amounts 
Description | claimed allowed disallowed 


Items recommended by Commission’s staff for approval - - 
Suspension No. 1—Expenses H. A. Kammer. 








nmecestetersdeetac! 4: 1. dais,” Cannan niiiiadnetaltl $86. 50 
Suspension No. 2—Indirect engineering and drafting 
department expense__- ea piadias dcmehoatiaciahl ON tile 19. 36 
Suspension No. 7—Transmission line right-of-way -.__._- 325. 00 GO Be dnc cenccaieen 
Suspension No. 11—TaxeS----..........-.-.-.--.----2---. 16, 838. 25 |_....-. i 16, 838. 25 
Suspension No. 12—Interest_..................-...------. 83, 583. 63 | 83, 266. 73 316. 90 
| 


1, 920, 568. 40 | 1, 903, 307. 39 17, 261. 01 





(4) That the amounts shown in the foregoing table under the caption “Amounts 
Disallowed” do not represent actual legitimate original costs of said project and 
are hereby disallowed as part of such cost; 
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(5) That the amounts of $86.50 and $19.36 shown in the foregoing table under 
the caption “Amounts Disallowed” are chargeable to accounts receivable against 
American Gas and Electric Service Corporation ; 

(6) That the amounts shown in the foregoing table under the caption “Amounts 
Disallowed” do not represent expenditures for nonproject property of the licensee; 

The Commission orders: 

(A) That the licensee, Kanawha Valley Power Company, establish and main- 
tain control accounts with reference to said project showing a total debit balance 
in its fixed capital accounts beginning with an entry of $1,903,307.39 as the actual 
legitimate original cost of said project as of April 30, 1938; 

(B) That the said licensee establish and maintain subsidiary accounts showing 
and substantiating all entries in such control accounts, and classifying the total 
for fixed capital in appropriate detail and in accordance with the provisions of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, effective January 1, 1937, pursuant to authority granted by the Federal 
Power Act; 

(C) That the amounts of $86.50 and $19.36 shown in the foregoing table under 
the caption “Amounts Disallowed” be charged to accounts receivable against 
American Gas and Electric Service Corporation ; 

(D) That the amounts of $16,838.25 and $316.90 shown in the foregoing table 
under the caption “Amounts Disallowed” be transferred from the project accounts 
and charged to the earned surplus account pursuant to and in accordance with the 
pertinent provisions of said uniform system of accounts prescribed for public 
utilities and licensees ; 

(E) That within sixty days of service of this order, the said licensee comply 
with this order and execute and submit to the Commission FPC Form No. 76 
showing such compliance. 


Order suspending rate schedule 
Home Gas Company 
(Docket No. G-190) 
December 20, 1940 


It appearing to the Commission that: 

(a) Prior to and on November 26, 1940, Home Gas Company had on file with 
the Federal Power Commission, and then in force, certain rate schedules desig- 
nated in the files of the Commission as Home Gas Company rate schedules 
FPC Nos. 1, 2 and supplement No. 1 thereto, 6, 7, containing rates for sale of 
natural gas by Home Gas Company to Rockland Gas Company, Inc., and Rock- 
land Light and Power Company ; 

(b) On November 26, 1940, Home Gas Company filed with the Commission 
agreements, dated October 31, 1940, with Rockland Gas Company, Inec., and 
Rockland Light and Power Company, respectively, designated in the files of 
the Commission as Home Gas Company supplement No. 1 to rate schedule FPC 
No. 1, supplement No. 2 to rate schedule FPC No. 2, supplement No. 1 to rate 
schedule FPC No. 6, and supplement No. 1 to rate schedule FPC No. 7, pro- 
viding that increased rates or charges for such sales of natural gas by Home 
Gas Company to Rockland Gas Company, Inc., and Rockland Light and Power 
Company shall be made effective as of November 1, 1940; 

(c) Without the approval of the Commission giving retroactive effect to said 
Home Gas Company rate schedules supplement No. 1 to rate schedule FPC 
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No. 1, supplement No. 2 to rate schedule FPC No. 2, supplement No. 1 to rate 
schedule FPC No. 6, and supplement No. 1 to rate schedule FPC No. 7, as 
the Home Gas Company has requested, the said schedules, unless suspended by 
order of the Commission, will become effective as of December 26, 1940, pursu- 
ant to the provisions of the Natural Gas Act and the amended provisional 
rules of practice and regulations thereunder ; 

(d) The proposed change of rates contained in the said agreements of October 
31, 1940, may result in excessive rates or charges to purchasers of gas there- 
under, or place an undue burden upon ultimate consumers of natural gas, and 
said changes of rates or charges have not been shown to be justified ; 

(e) By order of September 20, 1940, the Commission suspended certain other 
rates of Home Gas Company as more fully appears in that order, and pro- 
ceedings thereon are now pending in docket No. G—183, the hearing therein to 
be reconvened on January 9, 1941, or such date as may be hereafter fixed; 

(f) By letter of transmittal to the Commission dated November 22, 1940, 
Home Gas Company consented that “if the Commission deems it necessary and 
proper, the increased rates provided in the inclosed contracts may be included 
in said order of suspension” (referring to the Commission’s order of suspen- 
sion herein September 20, 1940) ; 

The Commission finds: 

That it is necessary, desirable, and in the public interest that the Commis- 
sion enter upon a hearing concerning the lawfulness of the proposed change 
in rates or charges, and that said proposed change in rates or charges be sus- 
pended pending such hearing and the decision thereon ; 

The Commission, upon its own motion, orders: 

(A) That a public hearing concerning the lawfulness of the rates and charges, 
subject to the jurisdiction of the Commission, contained in the proposed Home 
Gas Company supplement No. 1 to rate schedule FPC No. 1, supplement No. 2 
to rate schedule FPC No. 2, supplement No. 1 to rate schedule FPC No. 6, and 
supplement No. 1 to rate schedule FPC No. 7, be held herein on January 9, 
1941, in the hearing room of the Federal Power Commission, 1800 Pennsylvania 
Avenue NW., Washington, D. C., or at such other time and place as the hearing 
in docket No. G-183 shall be reconvened, and this proceeding be consolidated 
with the proceedings in docket No, G—183; 

(B) That pending such hearing and decision thereon, the schedules of rates or 
charges contained in said Home Gas Company supplement No. 1 to rate 
schedule FPC No. 1, supplement No. 2 to rate schedule FPC No. 2, supple- 
ment No. 1 to rate schedule FPC No. 6, and supplement No. 1 to rate schedule 
F'PC No. 7, except insofar as they may provide for the sale of natural gas 
for resale for ultimate public consumption for industrial use, be and they 
are hereby suspended until May 26, 1941, or until such time as said schedules 
shall have been made effective in the manner prescribed in section 4 (e) of the 
Natural Gas Act; 

(C) That during the said period of suspension the rates or charges collected and 
received by the Home Gas Company from Rockland Gas Company, Inc., and 
Rockland Light and Power Company, as provided in Home Gas Company rate 
schedule FPC No. 1, rate schedule FPC No. 2 and supplement No. 1 thereto, 
rate schedule FPC No. 6, and rate schedule FPC No. 7, except insofar as they 
may be for the sale of natural gas for resale for industrial use, shall remain 
and continue in full force and effect; 

(D) That at such hearing the burden of proof te show that any of the proposed 
increased rates or charges are just and reasonable shall be upon the Home 
Gas Company. 
324886—43—Vol. 2——57 
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Order denying motion for an immediate order reducing rates 


City of Cleveland, Complainant, v. Hope Natural Gas Company, Defendant; City 
of Akron, Complainant, v. Hope Natural Gas Company, Defendant; Hope 
Natural Gas Company; Pennsylvania Public Utility Commission, Complainant, 
v. Hope Natural Gas Company, Defendant 


(Docket Nos. G-100, G-101, G-113, and G—127) 
December 20, 1940 


Upon consideration of the joint motion for an immediate order reducing rates 
for natural gas sold at wholesale by Hope Natural Gas Company to the East Ohio 
Gas Company, filed by the cities of Cleveland and Akron, Ohio, on September 23, 
1940; the main and reply briefs in support of the joint motion filed by the cities ; 
the main and reply briefs and exceptions to the cities’ proposed findings filed in 
opposition by Hope Natural Gas Company; the exceptions, objections and joint 
motions of the State of West Virginia and the Public Service Commission of West 
Virginia filed on November 20, 1940, with respect to the cities’ motion; the oral 
arguments on the cities’ motion presented to the Commission sitting en bane on 
November 20, 1940, by counsel on behalf of the cities, the Company, the State of 
West Virginia, and the Public Service Commission of West Virginia ; and the entire 
evidence adduced of record in the above-entitled proceedings ; 

The Commission finds: 

That there is insufficient evidence of record, at this time, to support the prayer 
for relief requested by the movants; 

The Commission orders: 

(A) That the joint motion of the cities of Cleveland and Akron, Ohio, for an 


immediate order reducing rates for natural gas sold at wholesale by the Hope 
Natural Gas Company to the East Ohio Gas Company be and it is hereby denied 
without prejudice ; 

(B) That this order ig not to be construed as a determination of any of the issues 
in the pending principal proceedings involving the reasonableness of the interstate 
wholesale rates of the Hope Natural Gas Company, but is confined to the merits of 
the present joint motion filed by the cities of Cleveland and Akron, Ohio. 


Order authorizing and approving sale of facilities 
Interstate Power Company 
(Docket No. IT-5662) 
December 20, 1940 


Interstate Power Company, hereinafter referred to as the applicant, a Dela- 
ware corporation, whose principal business oflice is at 1000 Main Street, Dubuque, 
Iowa, on November 29, 1940, applied for an order pursuant to section 203 of the 
Federal Power Act authorizing and approving, insofar as this Commission has 
jurisdiction, the sale of its electric facilities in the State of Nebraska to Con- 
sumers Public Power District, hereinafter referred to as the district, a public 
corporation and political subdivision of the State of Nebraska. Subsequently, 
the applicant amended its application and furnished additional exhibits. The 
sale is proposed to be made under and in accordance with the terms of a con- 
tract dated November 26, 1940 (exhibit L of the application) ; 

From the sworn application, as amended, and the record thereon, it appears 
that: 
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(a) Written notice of the application has been duly given to the Governors 
and State commissions of the States of Nebraska, South Dakota, Minnesota, and 
Iowa, and notice of the said application was also published in the Federal Regis- 
ter on December 3, 1940, in which it was stated that any person desiring to 
be heard or to make any protest with reference to the application should file a 
petition or protest on or before December 6, 1940; 

(6b) On December 13, 1940, the Commission passed an order granting to the 
cities of Creighton, Valentine, and Long Pine, Nebraska, and any other interested 
municipalities permission to participate in this proceeding; 

(c) On December 16, 1940, a hearing was held in this proceeding before the 
Commission sitting en banc, but none of the cities or municipalities referred to 
in paragraph (b) above was represented at the hearing or participated in the 
proceeding ; 

The Commission, having considered the record of the proceedings had on 
the said application, as amended, including the transcript of the testimony 
adduced and the exhibits introduced at the hearing, finds as follows: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware and duly qualified to transact 
business within the State of Nebraska; 

(2) The district is a public corporation and political subdivision of the State 
of Nebraska, duly authorized and existing under and by virtue of the laws of 
Nebraska ; 

(3) The applicant proposes to sell to the district, and the district proposes 
to purchase, applicant’s facilities for the production, transmission, distribution 
and sale of electric energy and certain other property more fully described in 
the agreement of sale (exhibit L of the application) situated in the State of 
Nebraska, for the cash sum of $2,600,000 subject to certain adjustments set forth 
in the said agreement of sale ; 

(4) Among the facilities owned and operated by the applicant for the trans- 
mission of electric energy transmitted from one State and consumed by persons 
other than the transmitter thereof at points outside such State, and which are 
proposed to be sold, are: 

(i) A 83-kilovolt transmission line, approximately 84 miles in length, extend- 
ing from Dixon, Nebraska, to O'Neill, Nebraska ; 

(ii) A 33-kilovolt transmission line, approximately 25 miles in length, extend- 
ing from Belden, Nebraska, through Wynot, Nebraska, to the Missouri River at 
a point where said river forms the State line between Nebraska and South 
Dakota ; 

(iii) A 22-kilovolt transmission line, approximately 48 miles in length, ex- 
tending from O’Neill, Nebraska, through Anoka, Nebraska, to the Nebraska- 
South Dakota State line; 

(iv) A 22-kilovolt transmission line, approximately 12 miles in length, extend- 
ing from Spencer, Nebraska, to Lynch, Nebraska ; 

(v) A6.9-kilovolt transmission line, approximately 22 miles in length, extending 
trom Center, Nebraska, to Brunswick, Nebraska ; 

(vi) A 22-kilovolt transmission line, approximately 66 miles in length, extend- 
ing from Osmond, Nebraska, through Magnet and Wausa, Nebraska, to Crofton, 
Nebraska, and through Hartington, Nebraska, to Fordyce, Nebraska ; which facili- 
ties are of a value in excess of $50,000 and are more fully described in exhibit A 
attached to the agreement of sale, which is exhibit L accompanying the application, 
and in exhibit No. 7; 

(5) With respect to the properties described in paragraph (3) above, the 
applicant has submitted (in exhibit G-2 accompanying the application) a state- 
ment indicating the original cost thereof to be $3,041,311.40 as of August 31, 1940; 
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(6) For the purpose of financing the purchase of the property described in 
paragraph (3) above and for other purposes, the district proposes to issue electric 
revenue bonds in the aggregate principal sum of $3,100,000, maturing serially 
during the years 1942 to 1966, both inclusive, and bearing interest at the rate of 
3% per annum, payable semi-annually, and to sell the said bonds to certain under- 
writers at a price equal to 96% of the aggregate principal amount thereof and 
accrued interest from date of bonds to date of delivery ; 

(7) For services, advice and assistance in connection with the acquisition of 
the properties described in paragraph (3) above, the district proposes to pay to 
a fiscal agent a fee equal to 244% of the cost of acquiring such assets as are 
acquired by the district pursuant to the said contract, such fee amounting to 
approximately $74,400; 

(8) The application does not involve the exercise of the jurisdiction of this 
Commission with respect to the financing or the issuance of the securities described 
herein ; 

(9) The proposed sale of the facilities by the applicant will not adversely affect 
its ability to render adequate service at existing rates to its remaining con- 
sumers; 

(10) The proposed sale of the facilities by the applicant will not adversely 
affect its financial condition or the interests of its security holders; 

The Commission further finds as follows: 

(11) The applicant owns and operates facilities for the transmission or sale at 
wholesale of electric energy which is transmitted from one State and consumed 
by persons other than the transmitter thereof at points outside such State and is 
a public utility within the meaning of that term as used in section 203 of the 
Federal Power Act; 

(12) The facilities which the applicant seeks to sell include facilities for the 
transmission of electric energy transmitted from one State and consumed by 
persons other than the transmitter thereof at points outside such State, which 
facilities are of a value in excess of $50,000. Insofar as the proposed sale includes 
such facilities, it is subject to the requirements of section 203 of the Federal 
Power Act for Commission authorization and approval; 

(18) Insofar as subject to the requirements of section 203, the proposed sale 
of facilities by the applicant, upon the terms and conditions set forth by the 
applicant to this Commission, will be consistent with the public interest and the 
authorization thereof as hereinafter provided will be appropriate to secure the 
maintenance of adequate service and the coordination in the public interest of 
facilities subject to the jurisdiction of this Commission ; 

Wherefore, the Commission orders: 

(A) That, insofar as subject to the requirements of section 203 of the Federal 
Power Act, the proposed sale of facilities by the applicant be and it hereby is 
authorized and approved upon the terms and conditions shown to this Commis- 
sion in its application and subject to the terms of this order ; 

(B) That the foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) That this authorization shall expire unless acted upon within 90 days after 
the entry of this order ; 

(D) That the applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations, 













APPENDIX—ORDERS 853 
Order granting petition for stay of the Commission's order of December 6, 1940 
Northwestern Electric Company 
(Docket No. IT-5642) 


December 30, 1940 

























Upon application filed with the Commission on December 26, 1940, by North- 
western Electric Company requesting that the Commission’s order dated Decem- 
ber 6, 1940, in the above-entitled matter be stayed until a reasonable time after 
the Commission shal? have acted upon the application for rehearing which the 
company proposes to file herein ; 

The Commission orders: : 

(A) That pending an application for rehearing herein in accordance with 
section 313 of the Federal Power Act and the decision of the Commission upon 
such application for rehearing, the Commission’s order herein adopted December 
6, 1940, be and the same hereby is stayed until further order of the Commission ; 

(B) That during the period of such stay, Northwestern Electric Company 
shall not declare or pay any dividends upon any shares of its common stock or 
make any other distribution on any shares of its common stock except as might 
be lawfully declared and paid after fulfilling the requirements of the provisions of 
paragraph 2 (a) of the Commission’s order herein adopted December 6, 1940. 


Order to show cause 
The Connecticut Light & Power Company 
(Docket No. IT-5665) 


January 7, 1941 
























The Commission, having under consideration the failure or refusal of The 
Connecticut Light & Power Company to comply with numerous orders and require- 
ments of the Commission made under authority of the Federal Power Act; 

It appearing to the Commission that: 

(a) Pursuant to the authority granted by the Federal Power Act: 

(1) By order No. 42, adopted June 16, 1936, the Commission prescribed a 
uniform system of accounts for public utilities and licensees, and by its order Nos. 
42-A, 43, and 45 amended and supplemented the provisions of the said uniform 
system of accounts; 

(2) By order adopted May 11, 1937, the Commission directed all public utilities 
and licensees subject to its jurisdiction to submit certain data, statements, and 
information, pursuant to electric plant accounts instruction 2-D of the Commis- 
sion’s uniform system of accounts, on or before January 1, 1939; 

(3), By order No, 36, adopted December 16, 1935, as amended and readopted 
February 4, 1936, order No. 44, adopted December 31, 1936, and Order No, 50, 
adopted April 19, 1938, as amended by order No. 60, adopted May 9, 1939, order 
No. 62, adopted May 23, 1989, and order No. 67, adopted November 3, 1939, the 
Commission prescribed rules of practice and regulations governing the filing of 
rate schedules subject to its jurisdiction ; 

(4) By orders adopted August 6, 1937, October 12, 1987, October 22, 1938, and 
October 17, 1939, and by order No. 75, adopted September 24, 1940, the Commis- 
sion prescribed and amended a form of annual financial and statistical report, 


. 
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F. P. C. Form No. 1, to be filed with the Commission by each class A and B private, 
municipal, and public corporation engaged in the generation, transmission, or dis- 
tribution of electricity, whether or not subject to the jurisdiction of the Commis- 
sion ; 

(5) By orders adopted April 5, 1988, and December 6, 1938, order No. 58, adopted 
February 23, 1939, and order Nos. 70 and 58-A, adopted November 14, 1939, the 
Commission approved and prescribed the preparing and filing of power system 
statements, FPC Form No. 64 (1937), FPC Form No. 64 (revised 1938), FPO 
Form No. 64-A (1938), FPC Form No. 64 (1939), and FPC Form No. 64-A (1989), 
respectively, by each corporation, person, agency, authority, or other legal entity 
or instrumentality, whether public or private, which operates faeilities for the 
generation, or transmission, or distribution of electric energy ; 

(b) All of the orders above described were duly served upon The Connecticut 
Light & Power Company; 

(c) The time for compliance with all of the orders and requirements above 
described has expired ; 

(d) The Connecticut Light & Power Company may be a public utility under the 
provisions of the Federal Power Act; 

(e) The Connecticut Light & Power Company is a corporation engaged in the 
business of and operating facilities for the generation, transmission, distribution, 
and sale of electric energy ; 

(f) The Connecticut Light & Power Company has failed to comply with the 
Commission’s order No, 42 by failing or refusing to keep its books in accordance 
with the system of accounts prescribed thereunder, effective January 1, 1937; 

(g) The Connecticut Light & Power Company has failed to comply with electric 
plant accounts instruction 2—D of the Commission's uniform system of accounts 
and with the Commission’s order adopted May 11, 1937; 

(h) On January 1, 1939, The Connecticut Light & Power Oompany redeemed 
and refinanced its 3%% first and refunding mortgage bonds, series B, and the 
unamortized debt discount and expense applicable thereto is, being amortized over 
a period subsequent to the date of redemption of such bonds without the permis- 
sion of the Commission required under balance sheet accounts instruction 6-H of 
the Commission’s uniform system of accounts; 

(i) The Connecticut Light & Power Company has failed to comply with the rules 
of practice and regulations prescribed by the Commission by failing or refusing 
to file rate schedules subject to its jurisdiction ; . 

(j) The Connecticut Light & Power Company has failed to comply with the 
Commission’s orders adopted August 6, 1937, October 12, 1937, October 22, 1938, 
and October 17, 1939, and order No. 75, adopted September 24, 1940, by failing or 
refusing to make proper verification and oath to its annual reports, FPC Form 
No. 1, to this Commission for the years ending December 31, 1937, December 31, 
1938, and December 31, 1939; 

(k) The Connecticut Light & Power Company has failed to comply with the 
orders listed in paragraph (j) above by failing or refusing to make proper attesta- 
tion and supplemental oath by its president, or other chief officer, to its annual 
report, FPC Form No. 1, to this Commission for the year ended December 31, 1939; 

(1) The Connecticut Light & Power Company has failed to comply with the 
Commission’s orders adopted April 5, 1938, and December 6, 1938, and order Nos. 
58, 58-A and 70 by failing or refusing to make proper certification to Power Sys- 
tem Statements, FPC Form No. 64 (1937), FPC Form No. 64 (revised 1938), FPC 
Form No. 64-A (19388), FPC Form No. 64 (1939), and FPC Form No. 64-A (1939) ; 

(m) The Connecticut Light & Power Company has failed or refused to furnish 
information requested by the Commission with respect to a hurricane and flood 
investigation conducted in December, 1938 ; 
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(n) The Connecticut Light & Power Company, by the acts and failure or re- 
fusal to act referred to in paragraph (f) through (m) above, and otherwise, has 
pursued a general course of conduct with respect to compliance with Commission 
orders and requirements and with requests for information by this Commission 
pursuant to the Federal Power Act which may amount to wilful failure to comply 
with such orders, requirements, and requests ; 

The Commission orders: 

(A) That The Connecticut Light & Power Company, under oath, show cause, if 
any there be, at a public hearing to be held commencing at 9: 30 a. m., February 
11, 1941, in the hearing room of the Federal Power Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue N.W., Washington, D. C.; 

(1) Why it is not now, and has not been since August 26, 1935, a public utility 
within the meaning of the Federal Power Act; 

(2) Why it has failed or refused to comply with the Commission’s order 
No. 42, adopted June 16, 1936, and adopt the uniform system of accounts pre- 
scribed thereby ; 

(3) Why it has failed to comply with electric plant accounts instruction 2-D 
of the Commission’s uniform system of accounts, and with the Commission’s 
order adopted May 11, 1937; 

(4) Why it has failed to apply for and secure the permission of the Com- 
mission to amortize the unamortized debt discount and expense applicable to its 
redeemed and refinanced 3%% first and refunding mortgage bonds, series E, in 
accordance with the provisions of balance sheet accounts instruction 6-E of the 
Commission’s uniform system of accounts; 

(5) Why it has failed or refused to file rate schedules subject to the jurisdiction 
of the Commission ; 

(6) Why it has failed or refused to make proper verification and oath as a 
public utility in its annual reports to this Commission for the years ending 
December 31, 1937, December 31, 1938, and December 31, 1939; 

(7) Why it has failed or refused to make proper attestation and supplemental 
oath by its president, or other chief officer, in its annual report to this Com- 
mission for the year ended December 31, 1939; 

(8) Why it has failed or refused to make proper certification to power system 
statements FPC Form No. 64 (1937), FPC Form No. 64 (Revised 1938), FPO 
Form 64-A (1938), FPC Form No. 64 (1939), and FPC Form No. 64-A (1939); 

(9) Why it has failed or refused to furnish information requested by the 
Commission with respect to a hurricane and flood investigation conducted in 
December, 1938; 

(10) Why the Commission should not institute appropriate proceedings against 
it, its officers, or directors for such failure or refusal to comply with applicable 
orders, requirements, and requests of the Commission; 

(B) That nothing contained in this order shall be eonstrued as a waiver or a 
stay of any of the requirements of any orders or other requests of ‘the Com- 
mission which may be applicable to The Connecticut Light & Power Company. 


Finding and order requiring filing of application for license 
Platte Valley Public Power and Irrigation Distriet 
(Docket No. DI-131) 


January 21, 1941 


Upon reconsideration of the Commission’s finding of January 19, 1937, in the 
matter of declaration of intention, docket No. DI-131, filed July 6, 1936, by Platte 
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Valley Public Power and Irrigation District, of North Platte, Nebraska, declarant, 
pursuant to section 23 (b) of the Federal Power Act, in respect of declarant’s 
water-power project on the North Platte and South Platte Rivers, Nebraska; and 

It appearing to the Commission after further investigation and consideration 
of declarant’s declaration of intention, of the Commission's finding of January 
19, 1937, of the records of hearings held in the reconsideration of this matter, 
and of other pertinent records, that: 

(a) Declarant filed with the Commission on January 5, 1934, a declaration of 
intention, docket No. DI-123, to construct a water-power project on the North 
Platte and South Platte Rivers in the vicinity of Keystone and North Platte, 
Nebraska; and on January 8, 1934, the Commission made a finding “That the 
interests of interstate or foreign commerce would not be affected by the proposed 
construction” ; 

(b) Subsequent to the Commission’s finding of January 8, 1934, in respect of 
said docket No. DI-123, declarant enlarged its diversion, storage, and power- 
generating facilities in the following respects: The canal for the diversion of 
water from the Missouri River near Keystone, Nebraska, was constructed to a 
eapacity sufficient to divert water at the rate of 2,300 cubic feet per second 
instead of 1,300 cubic feet per second as proposed in docket No. DI-123; the 
Sutherland reservoir, to which water is conducted from the North Platte River 
through the aforesaid diversion canal, was constructed to a capacity of 174,000 
acre-feet instead of 140,000 acre-feet as proposed in docket No. DI-123; the 
eanal leading from said Sutherland reservoir to a reregulating reservoir located 
south of declarant’s water-power plant was constructed to a capacity of 1,600 
cubic feet per second instead of 1,150.cubie feet per second as proposed in docket 
No. DI-123; usable storage of 19,000 acre-feet was provided in the aforesaid 
reregulating reservoir instead of 6,000 acre-feet as proposed in docket No, DI- 
123; and hydraulic turbines having aggregate capacity of 36,000 horsepower, 
instead of 28,000 horsepower as proposed in docket No. DI—123, were installed in 
declarant’s water-power plant, located on the right bank of the South Platte 
River opposite the city of North Platte; 

(c) In consideration of the above-described enlargement of its project works, 
declarant on July 6, 19386, filed a “supplemental declaration of intention” in which 
its project works as such works were actually being constructed, were described, 
the said supplemental declaration of intention being designated by the Commis- 
sion as docket No. DI-131; and after making an investigation of the construction 
covered by docket No. DI-131, as required by section 23 (b) of the Federal Power 
Act, including consideration of the effects: of the operation of the enlarged project 
works upon the flow of the Platte River and upon the flow and stages of the 
Missouri River at, above, and below the mouth of the Platte, the Commission on 
January 19, 1937, made a finding “That the interests of interstate commerce 
would be affected by the proposed construction” ; 

(d) Deelarant, on February 25, 1937, filed an application for reconsideration of 
docket No. DI-131 and of the Commission’s finding pursuant thereto, alleging 
various errors of law and fact; and on March 23, 1937, the Commission granted 
declarant’s request for reconsideration, set the matter for hearing, and hearings 
were held in Washington, D. C., on May 17, 1987, and in Grand Island, Nebraska, 
beginning February 7, 1938; 

(e) Central Nebraska Public Power and Irrigation District, of Hastings, Ne- 
braska, is a public corporation of the State of Nebraska organized for the purpose 
of generating, transmitting, and selling electric energy and for other purposes, 
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and holds a license issued by this Commission for project No. 1417 on the North 
Platte and Platte Rivers, Nebraska, this district’s 2,000,000-acre-foot storage reser- 
voir, known as the Kingsley reservoir, being located on the North Platte River 
upstream from declarant’s project works and its three water-power plants being 
located on the Platte River downstream from declarant’s project works; 

(f) Declarant will utilize the regulated flow from the aforesaid Kingsley reser- 
voir through its project works for the production of hydroelectric power; 

(g) Declarant’s project and the aforesaid licensed project No. 1417 are so 
interrelated physically as to necessitate operation of the two projects in con- 
junction, and such coordinated operation would have substantial effects on the 
flow of the Platte and Missouri Rivers; and the Commission, acting upon declara- 
tion of intention, docket No. DI-129, filed August 29, 1935, by the Central Nebraska 
Public Power and Irrigation District, found that the construction and operation 
of project No. 1417 would affect the interests of interstate commerce; and pursuant 
to this finding, Central Nebraska Public Power and Irrigation District applied 
for a license for project No. 1417, and a license was issued by the Commission; 

(h) Loup River Public Power District, of Columbus, Nebraska, is a public 
corporation of the State of Nebraska duly authorized to generate, transmit, and 
sell electric energy, and holds a license issued by this Commission for a water- 
power project designated on the records of the Commission as project No. 1256, 
on the Loup River, an important tributary of the Platte River, all of the project 
works of project No. 1256 being in the Platte River basin downstream from 
declarant’s project works ; 

(4) Declarant has entered into an agreement with Central Nebraska Public 
Power and Irrigation District and Loup River Public Power District under which 
declarant’s project will be operated in conjunction with project Nos, 1417 and 
1256, both of which are licensed projects, and, as aforesaid, have project works 
located both above and below declarant’s project works ; 

(j) The Platte River is relatively a very large tributary of the Missouri River, 
contributing over long periods of time approximately one-fifth of the flow of the 
Missouri River at Nebraska City, Nebraska, below the mouth of the Platte River; 
and the Platte River and the streams which form it, namely, the North Platte 
and South Platte Rivers, constitute an interstate river system which drains a 
watershed with total area of 90,200 square miles jying in the States of Nebraska, 
Colorado, and Wyoming; 

(k) The Missouri River at, above, and below the mouth of the Platte River 
is a navigable water of the United States; 

(1) The United States has constructed the Fort Peck project on the Missouri 
River in eastern Montana, providing storage capacity of 19,412,000 acre-feet, at 
a cost of approximately $115,887,000, exclusive of the cost of power facilities, for 
regulation of stream flow for the benefit of navigation on the Missouri River at, 
above, and below the mouth of the Platte River and on the Mississippi River; and 
for other purposes; and 

The Commission finds: 

That declarant’s project as constructed, if operated otherwise than under Fed- 
eral control, either independently or in coordination with licensed project Nos. 
1417 and. 1256, would on occasions, during periods of low flow in the Missouri 
River, produce substantial adverse effects on the navigable capacity of the Mis- 
souri River at, below, and immediately above the mouth of the Platte River and 
vitiate to some extent the beneficial effects from the large investment of the 
United States in the Fort Peck reservoir project, and thus adversely affect the 
interests of interstate commerce; and 
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The Commission orders: 

That Platte Valley Public Power and Irrigation District file with this Com- 
mission on or before April 15, 1941, an application for a license for its water- 
power project, the application to include complete maps, plans, specifications, 
and other exhibits, in accordance with the pertinent requirements of the Com- 
mission’s Rules of Practice and Regulations. 


Order on application for rehearing 
Northwestern Electric Company 
(Docket No. IT-5642) 
January 21, 1941 


It appearing to the Commission that: 

(a) On December 6, 1940, the Commission adopted Opinion No. 56 and an 
order herein Directing Accounting Entries in Reclassification and Disposition 
of “Amounts in Account 107, wherein the Commission ordered Northwestern 
Electric Company to enter on its books not later than December 31, 1940, and 
as of December 31, 1936, the reclassification journal entry set out in paragraph 
(1) of said order and to make the dispositions, set out in paragraphs (2a), (2b), 
and (2c) of said order, of the amounts recorded in Account 107, Electric Plant 
Adjustments, and to file with the Commission certified copies of the journal 
entries required by paragraphs (1), (2a), (2b), and (2c) of the said order; 
and said opinion and order were served upon Northwestern Electric Company 
by mailing copies thereof to its attorneys on December 11, 1940; 

(b) On December 30, 1940, the Commission adopted an order providing in 
part that “pending an application for rehearing herein in accordance with sec- 
tion 313 of the Federal Power Act and the decision of the Commission upon such 
application for rehearing, the Commission’s order herein adopted December 6, 
1940, be and the same hereby is stayed until further order of the Commission”; 

(c) On January 9, 1941, Northwestern Electric Company filed its application 
for rehearing with respect to said opinion and order of December 6, 1940; 

The Commission orders: 

(A) That a rehearing be held on February 10, 1941, at 9:30 a. m., in the hear- 
ing room of the Federal Power Commission, 1800 Pennsylvania Avenue N.W., 
Washington, D. C., for the purpose only of permitting the presentation of a 
plan of disposition of the amount of $3,500,000 write-up which the Commission, 
in paragraph (2a) of its order of December 6, 1940, ordered Northwestern 
Electric Company to make disposition of, by crediting Account 107, Electric Plant 
Adjustments, and charging Account 414, Miscellaneous Debits to Surplus, with 
a sum equal to its net income (Account 400, Credit Balance Transferred from 
Income Account) less its preferred stock dividend appropriations for each calen- 
dar year, commencing with the calendar year 1940, until the amount of $3,500,000 
shall have been entirely extinguished, provided, however, that this grant of 
rehearing shall not be construed as acknowledgment by the Commission that 
the character of evidence set out in the application for rehearing is considered 
relevant and material to the issue at rehearing; 

(B) That in all other respects the application for rehearing be and the same 
hereby is denied, and the order of the Commission as set out in paragraphs (1), 
(2b), and (2c) of its order of December 6, 1940, is reaffirmed and adhered to; 
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(C) That the Commission’s order of December 30, 1940, is modified to the 
following extent: 

(1) So much of said order as stayed paragraphs (1), (2b), and (2e) of the 
Commission’s order of December 6, 1940, and as stayed the filing of the journal 
entries required by virtue of the orders contained in said paragraphs (1), (2b), 
and (2c); is hereby vacated, and Northwestern Electric Company is hereby 
ordered to enter on its books not later than February 15, 1941, and as of Decem- 
ber 31, 1936, the reclassification journal entry set out in said paragraph (1), 
and not later than February 15, 1941, to make the transfers by journal entries 
set out in said paragraphs (2b) and (2c) and to file with the Commission on 
or before March 15, 1941, certified copies of said journal entries required by said 
paragraphs (1), (2b), and (2c); 

(2) In all other respects the Commission’s order of December 30, 1940, shall 
remain in full force and effect until further order of the Commission; 

(D) That the Public Utilities Commissioner of Oregon and the Washington 
Department of Public Service may participate in the rehearing, as provided in 
Part 39, section 39.4 of this Commission’s Rules of Practice and Regulations, 
prescribed pursuant to the provisions of the Federal Power Act. 


Order permitting American Power & Light Company to intervene 
Northwestern Electric Company 
(Docket No. IT-5642) 
January 28, 1941 





It appearing to the Commission that: 
(a) On January 18, 1941, the American Power & Light Company filed a petition 
to intervene herein ; 

(b) American Power & Light Company is a registered holding company and 
owns all of the common stock of Northwestern Electric Company ; 

(c) The participation of the American Power & Light Company in the rehear- 
ing in the above-entitled proceedings granted by Commission order on January 
21, 1941, may be in the public interest. 

The Commission orders: 

That the American Power & Light Company be and it is hereby permitted to 
become an intervener and party to these proceedings in the aforementioned re- 
hearing only, subject to the rules and regulations of the Commission; provided, 
however, that the admission of the American Power & Light Company as an 
intervener and party to the rehearing herein shall not be construed as acknowl- 
edgment by the Commission that the character of evidence described in the 
petition to intervene is considered relevant and material to the issue at rehear- 
ing, nor as recognition by the Conimission that such party might be aggrieved by 
any order of the Commission issued in these proceedings. 


Order to show cause 
Inland Gas Corporation 
(Docket No. G—194) 
January $1, 1941 






The Commission, having under consideration an informal complaint of Eureka 
Gas Company against Inland Gas Corporation, as set forth in certain com- 
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munications of Eureka Gas Company to this Commission dated November 7 
and November 22, 1940, and January 7, 1941, respectively, and 

It appearing to the Commission that: 

(a) Inland Gas Corporation transports and sells natural gas at wholesale 
for resale for ultimate public consumption for domestic, commercial, industrial, 
or any other use, to Buckeye Gas Service Company and Inland Gas Distributing 
Company at or near the borders of Kentucky and Ohio and Kentucky and West 
Virginia, respectively, and said Buckeye Gas Service Company and Inland Gas 
Distributing Company transport and resell said natural gas in the States of 
Ohio and West Virginia, respectively ; 

(b) Inland Gas Corporation transports and sells natural gas in interstate 
commerce and may be a natural-gas company within the meaning of the Natural 
Gas Act; 

(c) Inland Gas Corporation is a corporation organized and engaged in the 
production and transportation of natural gas in and about the State of Ken- 
tucky and has transportation facilities presently being used for the transpor- 
tation of natural gas in and about Olive Hill, Kentucky, in close proximity to 
the distribution facilities of Eureka Gas Company; 

(d@) Eureka Gas Company is a corporation organized for the local distribu- 
tion of natural gas in and about the corporate limits of Olive Hill, Kentucky, 
and is presently engaged in rendering local distribution service for natural gas 
in that area; 

(e) Eureka Gas Company has advised the Commission that its present sup- 
ply of gas has become inadequate and in consequence the inhabitants of Olive 
Hill, Kentucky, are suffering from a shortage of fuel during the present winter 
months and that great discomfort and illness prevails as a result thereof; 

(f) Eureka Gas Company has expressed a willingness to meet the expense 
of accomplishing a connection of its facilities with the facilities of Inland Gas 
Corporation ; 

(g) Eureka Gas Company, by letters to the Commission dated November 7 
and November 22, 1940, and January 7, 1941, respectively, has made informal 
complaint to the Commission concerning a refusal by Inland Gas Corporation 
to connect with, and to sell natural gas to, Eureka Gas Company; 

(h) Informal preliminary investigation by the Commission indicates the ne- 
cessity of appropriate action to elicit full information requisite to a determina- 
tion of what relief, if any, may be appropriate in the premises; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of section 7 (a) of the Natural 
Gas Act in the public interest, appropriate action should be taken herein to 
determine the issues presented ; 

Wherefore, the Commission orders: 

(A) That Inland Gas Corporation, under oath, show cause, if any there be, 
at a public hearing: 

(1) Why the Commission should not find and determine Inland Gas Corpora- 
tion to be a natural-gas company within the meaning of the Natural Gas Act; 
and 

(2) Why Inland Gas Corporation should not establish a physical connection 
of its transportation facilities with the facilities of Eureka Gas Company and 
sell natural gas to the latter corporation; 

(B) That said public hearing be held commencing on February 17, 1941, at 


1:00 p. m., C. S. T., in the Civil Service Room, Post Office Building, in Ashland, 
Kentucky. 
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Order authorizing issuance of license (minor) 
F. J. Graves 
(Project No. 1758) 


February 4, 1941 















































Upon application filed September 12, 1940, by F. J. Graves, of Packwood, Wash., 
for license for constructed minor project located on Coal Creek, a tributary of 
Cowlitz River, in the northeastern corner of Lewis County, Washington, affecting 
lands of the United States within the Columbia National Forest; and 

It appearing that: 

(a) The project consists of a log and rock diversion dam 14 inches high, a 
timber flume 130 feet long, a small power house and a transmission line 590 feet 
long connecting the power plant with the applicant’s store and camp grounds, and 
occupies 0.29 acre of lands of the United States in sec. 6, T. 13 N., R. 10 E., Wil- 
lamette meridian, within the Columbia National Forest; 

(b) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application as hereinafter provided ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, who has supervision over the 
Columbia National Forest, has reported favorably on the application ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable state laws 
insofar as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(8) That the project does not affect any Government dams, nor will the is- 
suance of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which would be undertaken by the United 
States itself ; 

(4) That a license subject to and containing the terms and conditions herein- 
after provided will not interfere or be inconsistent with the purposes for which 
the Columbia National Forest was created or acquired nor with any reservation or 
withdrawal of public lands; 

(5) That the installed capacity of the project is 12.5 horsepower and the 
energy generated will be used for domestic purposes ; 

(6) That the map and specifications filed as part of the application and desig- 
nated as exhibits F (FPC No. 1758-1) and G, respectively, conform to the Com- 
mission’s rules and regulations ; 

(7) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and to 
public notice ; 6, insofar as it relates to public notice and to the acceptance and ex- 
pression in the license of terms and conditions of the Act which are hereinafter 
waived; 10 (a); 10 (c), insofar as it relates to depreciation reseryes; 10 (d); 
10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways ; 19; 20; 22; and 
23 (a), insofar as it relates to the determination of fair value ;” and 
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It is ordered: 


(A) That a license be issued to applicant, without charge, for the operation 
and maintenance of the project on the aforesaid lands of the United States for a 
period of 10 years; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provision: 

“If any changes or alterations are made to the present turbine to increase its 
efficiency a suitable screen that will prevent fish from passing through the 
turbine must be installed ;” ‘ 

(C) That the map and specifications referred to in finding (6) above be and 
they are hereby approved as part of the license; 

(D) That in issuing the license, the terms and conditions of Part I of the Act 
set forth in finding (7) above be waived to the extent therein specified. 


Order dismissing application for license (major) 
W. L. Zeigler 
(Project No. 1647) 


February 4, 1941 

It appearing that: 

(a) On November 22, 1939, W. L. Zeigler, of Wallace, Idaho, filed an incom- 
plete application for license for proposed major project No. 1647 on Pratt Creek 
in Lemhi County, Idaho, affecting public lands and lands of the United States 
within the Salmon National Forest; 

(b) The applicant has failed to complete its application and the Forest Service, 
in recommending dismissal of the application, has reported that it was informed 
by applicant’s attorney that the application may be dismissed, inasmuch as a 
certain option held by applicant on the project property has been surrendered ; 

The Commission finds: 

That under the circumstances, it is deemed appropriate to dismiss the pending 
incomplete application for license for proposed project No. 1647; and 

It is ordered: 


That the aforesaid incomplete application for license for proposed project No. 
1647 be and it is hereby dismissed. 


Order authorizing surrender of license (minor) and authorizing issuance of 
license (minor) 


George F. Miller 
(Project Nos. 1141 and 1824) 
February 4, 1941 


Upon applications filed August 23, 1940, by George F. Miller, licensee for minor 
project No. 1141, for (1) surrender of existing license, and (2) a license for the 
project as it is proposed to be improved, affecting lands of the United States 
within the Chelan National Forest, Chelan County, Washington; and 

It appearing that: 

(a) License for the project, which will expire April 2, 1941, was originally 
issued April 2, 1931, to BE. O. Blankenship for a period of 10 years by the Regional 
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Forester; transfer of the license to Emil H. and George F. Miller was approved 
by the Commission on October 20, 1936, and on April 11, 1939, the Commission 
approved the transfer of the interest of Emil H. Miller to George F. Miller, 
effective as of February 2, 1939; 

(bv) Applicant desires to improve his project now under license as project No. 
1141, and, inasmuch as that license expires April 2, 1941, has filed applications 
for (1) surrender of the license for project No. 1141 and (2) a license for the 
project as it is proposed to be improved, which has been designated as project 
No. 1824; 

(c) The project, with the proposed improvements, will consist of a concrete 
diversion dam, an 8-inch pipe line 1,313.6 feet long, a 4-inch pipe line 1,320 feet 
long, and an 8-foot square powerhouse; is located on Purple Creek, Chelan County, 
Washington ; and occupies approximately 4.1 acres of lands of the United States 
within the Chelan National Forest ; 

(d) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, who has supervision over the 
Chelan National Forest, has reported favorably on the application for license; 

(e) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application for license ; 

The Commission having considered the applications and the project record 
finds: 

(1) That under the circumstances, authorization of surrender of the license 
for project No. 1141 would be appropriate ; 

(2) That the applicant is a citizen of the United States and has submitted 
satisfactory evidence of compliance with the requirements of all applicable state 
laws insofar as necessary to effect the purposes of such a license; 

(3) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(4) That the project does not affect any Government dam, nor will the issuance 
of a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself ; 

(5) That a license subject to and containing conditions as hereinafter provided 
will not interfere or be inconsistent with the purposes for which the Chelan 
National Forest or any reservation or withdrawal of public lands of the United 
States was created or acquired ; 

(6) That the installed capacity of the project will be 10 horsepower and the 
energy generated will be used for domestic purposes ; 

(7) That the map and specifications designated as exhibit F (FPC No. 1824-1) 
and G, respectively, conform to the Commission’s rules and regulations; 

(8) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal Power 
Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are herein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (da); 10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways; 19; 
20; 22; and 23 (a), insofar as it relates to the determination of fair value;” and 

It is ordered: 

(A) That surrender of the license for minor project No. 1141 be and it is hereby 
authorized, effective as of the date of license for project No. 1824; 
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(B) That a license be issued without charge to the applicant for the construc- 
tion, operation, and maintenance of the project on the lands of the United States 
affected thereby for a period of 10 years; 

(C) That the license shall contain the usual conditions and provisions for 
licenses for such projects; 

(D) That the map and specifications referred to in finding (7) above be and 
they are hereby approved as part of the license; 

(BE) That in issuing the license, the terms and conditions of Part I of the Act 
set forth in finding (8) above be waived to the extent therein specified. 


Order granting exemption from payment of annual charges 


The Central Nebraska Public Power and Irrigation District 
(Project No. 1417) 
February 4, 1941 


Upon application filed January 24, 1940, and later supplemented, by The Cen- 
tral Nebraska Public Power and Irrigation District, licensee for project No. 1417, 
for exemption from payment of annual charges for the year ended December 
31, 1989, pursuant to the terms of section 10 (e) of the Federal Power Act and 
the regulations of the Commission thereunder, on the ground that the project is 
still under construction and no energy has been generated ; and 

The Commission, having considered the application as supplemented and the 
record thereon, finds: 

(1) That the licensee, as a municipality within the definition in section 3 (7) 
of the Federal Power Act, is entitled to claim exemption from payment of annual 
charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that no power was 
sold from the licensed project during the year 1939 because the project is still 
under construction and no power was generated by the project ; and 

The Commission orders: 

That the licensee be and it is hereby exempted from liability under the license 


for project No. 1417 for payment of annual charges for the year ended December 
81, 1939. 


Order granting partial exemption from payment of annual charges 
Loup River Public Power District 
(Project No. 1256) 


February 4, 1941 


Upon application filed February 3, 1940, and later supplemented, by Loup River 
Public Power District, licensee for project No. 1256, for exemption from payment 
of annual charges for the year ended December 31, 1989, pursuant to the terms 
of section 10 (e) of the Federal Power Act and the regulations of the Commission 
thereunder, on the grounds that the entire electric power operations, project and 
non-project combined, were conducted without profit, and that part of the power 
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generated by the project was sold to or interchanged with non-profit corporations ; 
and 

The Commission, having considered the application and the record thereon, finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) of 
the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 99.1258 percent 
of the power generated by the project was sold to corporations not operated for 
profit, which would entitle the licensee to partial exemption from liability for 
payment of annual charges to the extent of $1,946.33 of the annual charges for the 
year ended December 31, 1939, leaving a balance to be paid in the amount of 
$17.17; 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the license 
for project No, 1256 for payment of 99.1258 percent of annual charges for the year 
ended December 31, 1939, or $1,946.33, leaving a balance of $17.17 now due, 
payment of which shall be made within 30 days from the date of receipt by the 
licensee of a copy of this order. 


. 


Order modifying action concerning annual charges 
Crisp County, Georgia 
(Project No. 659) 
February 4, 1941 


It appearing that: 
(a) The Commission, by order dated March 26, 1940, denied application of 
Crisp County, Georgia, licensee for project No. 659, for exemption from payment 
of annual charges for the project for the year ended December 31, 1939; 

(bv) On December 21, 1940, the licensee filed additional information supplement- 
ing its application for exemption evidencing the fact that 2.375 percent of the 
power generated by the licensed project during the year 1939 was used for state 
or municipal purposes ; 

The Commission, having considered the supplementary information and all 
pertinent data, finds: 

That its order dated March 26, 1940, should be modified so as to grant partial 
exemption from payment of annual charges for project No. 659 in view of the new 
evidence presented ; and 

It is ordered: 

That the aforesaid order dated March 26, 1940, be and it is hereby modified 
so as to grant the licensee for project No. 659 partial exemption from payment 
of annual charges under the license for the year 1939, to the extent of 2.375 per- 
cent of the total charges, or $24.23, leaving a balance of $995.77 now due, payment 
of which shall be made within 30 days from the date of receipt by the licensee 
of a copy of this order. 
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Supplemental order of investigation requiring special reports 


Northwestern Electric Company, Pacific Power & Light Company, Portland 
General Blectric Company, Puget Sound Power & Light Company, and Wash- 
ington Water Power Company 


(Docket No. IT-5647) 
February 4, 1941 


The Commission, having under consideration the record of the investigation 
and hearings held pursuant to its order of October 4, 1940; the nature and extent 
of the various activities to which the inquiry was directed; and the accounting 
methods and practices relating to expenditures incident to such activities; and 

It appearing to the Commission that: 

(a) Respondent utilities engaged in numerous political activities for which 
they expended considerable sums of money directly and indirectly during the 
period 193540, and charged same in large part to operating expenses; 

(b) Accounting practices relating to such political expenditures were neither 
consistent nor uniform; supporting records were incomplete, meager and, in 
many instances, vague and misleading; and 

The Commission finds: 

That it is appropriate in obtaining essential data required to complete properly 
the investigation initiated by its order of October 4, 1940, to require respondent 
companies to submit the material hereinafter described ; 

Wherefore, the Commission orders: 

(A) That each of the respondents shall submit a full and complete detailed 
report showing for the calendar year 1941, separately for each individual, group, 
associafion, corporation, or particular activity, the estimated amounts provided 
and the account or accounts to which each such expenditure is to be ultimately 
charged: 

(i) For donations, contributions, gifts, or payments, however designated, to 
civic organizations and activities, tax associations or groups, citizens’ commit- 
tees, trade associations, or various related activities and programs (excepting 
only the Red Cross, Community Chest, and other charitable organizations) ; 

(ii) For salaries, expenses, or other compensation to officers, employees, other 
individuals, groups, associations, corporations, or otherwise, and advertising, 
radio, printing, miscellaneous and other expenses to influence or otherwise affect 
public action or opinion on any political, legislative, public power, or other matter 
before the electorate or their representatives in public office ; 

(iii) For compensation or retainer of attorneys or legal firms, giving full in- 
formation as to nature of employment or retainer, the services to be rendered, 
and the address of each attorney or legal firm ; 

(B) That any change in the amount reported pursuant to (A) above, or any 
additional expenditure or commitment, whether an increase in the amount of 
expenditure or a contemplated expenditure additional to those previously re- 
ported under (A) above, shall forthwith be specially reported to the Commis- 
sion prior to or simultaneous with such change, additional expenditure, or 
commitment ; 

(C) That each of the respondents shall provide a separate or special account, 
by appropriate memorandum or work order, for each such political, legislative, 
public power, municipal ownership, or other such activity, to which all ex- 
penditures in that regard shall be charged, and upon completion or termination 
of such activity, or appropriately in the interim, such caarges shall be cleared to 
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the proper account or accounts in accordance with the uniform system of 
accounts ; 

(D) That the reports specified in (A) above shall be submitted under oath 
and filed in duplicate with the Commission at Washington, D. C., not later 
than February 19, 1941. 


Order supplementing and amending order to show cause 


Inland Gas Corporation, and Ben Williamson, Jr., Trustee of Inland Gas 
Corporation 


(Docket No. G—194) 
February 8, 1941 


The Commission being informed that Ben Williamson, Jr., has been desig- 
nated as trustee in bankruptcy for the Inland Gas Corporation by the Federal 
District Court for the Bastern District of Kentucky hereby amends its show 
cause order dated January 31, 1941, in the above-designated docket number, in 
the following respects : 

(1) In paragraphs (@) and (0b) of the section headed “It appearing to the 
Commission that :” and in paragraph (A) and subparagraph 5 (1) and (2) there- 
of in the section headed “Wherefore, the Commission orders that:” insert the 
following words: “and Ben Williamson, Jr., as trustee of said corporation” after 
the words “Inland Gas Corporation” ; 

(2) Number the paragraph appearing after the words “The Commission, 
upon consideration of the premises, finds that:” paragraph (1), and add a new 
paragraph numbered (2) reading as follows: 

“All books, records, and other data concerning the physical and financial opera- 
tions of Inland Gas Corporation and Ben Williamson, Jr., as trustee of said 
corporation, especially with reference to sources of supply of natural gas, re- 
serves thereof, pipeline capacities, and sales made by Inland Gas Corporation 
und Ben Williamson, Jr., as trustee of said corporation, are relevant and material 
to this proceeding ;” 

(3) In the section headed “Wherefore, the Commission orders that:” add a 
new paragraph lettered (C) reading as follows: 

“Edward B. Marsh be and he is hereby designated as trial examiner to preside 
at said hearing, and is empowered to administer oaths and affirmations, subpoena 
witnesses, compel their attendance, take evidence, and require the production of 
any books, papers, correspondence, memoranda, contracts, agreements, or other 
records described in finding (2) above.” 


Order authorizing surrender of license (minor) and determination under 
Section 24 of the Federal Power Act 


Albert J. Rupley 


(Docket No. DA-6577—California and Project No. 975) 


February 12, 1941 


Upon application filed July 10, 1940, by Albert J. Rupley, licensee for minor 
project No. 975, for surrender of license for the project; and for a determina- 
tion under section 24 of the Federal Power Act for the restoration to entry 
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of the following described land in connection with a propesed land exchange 
between the applicant and the Forest Service: Mount Diablo meridian, Cali- 
fornia, T. 11 N., R. 13 E., sec. 33, NW%4NEX ; 

It appearing that: 

(a) The land is located on Fresh Pond Creek, a small tributary of South 
Fork American River, is withdrawn in Power Site Classification No. 295, dated 
May 29, 1936, and was reserved pursuant to filing of application for license 
for applicant’s water power project No. 975; 

(b) The Forest Service has reported that government interests will be en- 
hanced by the proposed land exchange, and since the lands appear to have 
substantial power value only for canal or conduit location in connection with 
future development on South Fork American River, restoration of the land 
subject to the provisions of section 24 of the Federal Power Act would be 
appropriate ; 

(c) The Forest Service has reported that the project has not been used for 
a couple of years; that the state water permit for the project has been 
revoked; and urges favorable action on the aforesaid application in order that 
a proposed exchange of these lands for lands owned by licensee may be made 
between the licensee and Forest Service ; 

(ad) The annual charges under the license for the years 1939 and 1940 have 
not been paid ; 

The Commission, having considered the application, the project record, and 
all pertinent data, finds: 

(1) That upon compliance with the conditions hereinafter imposed, authori- 
zation of such surrender of license would be appropriate ; 

(2) That under the circumstances, public notice is not necessary; and 

It is ordered: 

That surrender of the license for project No. 975 be and it is hereby 
authorized, as of December 31, 1940, and effective upon payment of the annual 
charges under the license up to such date; and 

The Commission determines: 

That the value of the above-described land will not be injured or destroyed 
for the purposes of power development by location, entry or selection under 
the public-land laws, subject to the provisions of section 24 of the Federal 
Power Act. 


Order authorizing issuance of license (minor) 
Carl U. Beerbower 
(Project No. 1749) 
February 12, 1941 


Upon application filed August 16, 1940, by Carl U. Beerbower, of Burnt Ranch, 
California, for license for proposed minor project located on Swamp Creek, 
a tributary of Hennessy Creek and Trinity River, in Trinity County, California, 
affecting lands of the United States within the Trinity National Forest; and 

It appearing that: 

(a) The project consists of an earth dam 2 feet high, 2 feet thick, and 8 feet 
long, a pipeline composed of 50 feet of 6-inch riveted steel pipe and 550 feet of 
4inch riveted steel pipe, a small power house, and a transmission line approxi- 
mately 2,000 feet long; is located in NEY%NBD% sec. 10 and NWY4NWY sec. 11, 
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T. 5 N., R. 6 E., Humboldt meridian; and occupies 1.28 acres of land, 0.66 acre 
of which is land of the United States within the Trinity National Forest ; 

(b) The Acting Assistant Secretary of the Interior, acting for the Secretary 
of the Interior, has reported favorably on the application ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Act- 
ing Secretary, acting for the Secretary of Agriculture, who has supervision over 
the Trinity National Forest, has reported favorably on the application as here- 
inafter provided ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a citizen of the United States and has submitted sat- 
isfactory evidence of compliance with the requirements of all applicable state 
laws insofar as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(3) That the project does not affect any Government dams, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for which 
the Trinity National Forest was created or acquired nor with any reservation 
or withdrawal of public lands ; 

(5) That the installed capacity of the project is approximately 6.7 horse- 
power and the energy generated will be used for lighting applicant’s residence 
and rental cabins; 

(6) That the map and specifications filed as part of the application and desig- 
nated as exhibits F (FPC No. 1749-1), as revised December 2, 1940, and G. 
except for the statement as to the length of the transmission line, conform to the 
Commission’s rules and regulations ; 

(7) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act; 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and to 
public notice; 6, insofar as it relates to public notice and to the acceptance and 
expression in the license of terms and conditions of the Act which are hefein- 
after waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d) ; 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to fishways; 19: 
20; 22; and 23 (a), insofar as it relates to the determination of fair value ;” and 

It is ordered; 

(A) That a license be issued to applicant, without charge, for the construc- 
tion, operation, and maintenance of the project on the aforesaid lands of the 
United States, for a peried of 10 years, unless terminated sooner upon issuance 
of a license for a more complete development ; 

(B) That the license shall contain the usual conditions and provisions for Ji- 
censes for such projects and the following special provision: 

“The licensee shall install and maintain any fish screen, fish ladder, or other 
device required by the Fish and Game Commission of the State of California un- 
der the applicable state laws ;” 

(C) That the map and specifications referred to in finding (6) above be and 
they are hereby approved as part of the license; 

(D) That in issuing the license, the terms and conditions of Part I of the Act 
set forth in finding (7) above be waived to the extent therein specified. 
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Order approving disposition of amounts in account 107, electric plant adjustmentée 
Monongahela West Penn Public Service Company 
(Docket No. IT-5677) 
February 12, 1941 


It appearing to the Commission that: 

(a) On April 5, 1940, May 6, 1940, and November 12, 1940, Monongahela West 
Penn Public Service Company filed and submitted various parts of its proposed 
reclassification and original cost studies required by electric plant accounts 
instruction 2-D of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees, effective January 1, 1937, and the Commission’s 
order of May 11, 1937; 

(b) After a hearing the Public Service Commission of West Virginia entered 
an order on January 22, 1941 (case No. 2756), approving the company’s reclassifi- 
cation studies and plan of disposition, as modified, revised, and amended at such 
hearing; 

(c) In accordance with the order of the Public Service Commission of West 
Virginia there is included in Account 107 (designated in such order as Account 
107-A), Electric Plant Adjustments, the amount of $7,984,665.40 and as gas plant 
adjustments (designated in such order as Account 107-C) within Account 108, 
Other Utility Plant, the amount of $1,871,960.96 ; of which amounts, $20,000, rep- 
resenting an unrecorded retirement of electric plant was authorized to be charged 
to Account 250, Reserve for Depreciation; $5,719,356.96 was authorized to be 
charged to Account 270, Capital Surplus; and $1,948,234.12 was authorized to be 
charged to Account 271, Earned Surplus; leaving $2,169,035.28 as authorized to 
be retained in Account 107 subject to further disposition ; 

(@) By petition, dated January 29, 1941, the company requests the authority 
of this Commission to retain or dispose of the amounts included in Account 107, 
Electric Plant Adjustments, and as gas plant adjustments within Account 108, 
Other Utility Plant, as described in paragraph (c) above; 

(e) The Commission’s staff has made no field study of the company’s studies, 
as modified, revised, and amended, to determine whether amounts additional to 
those shown in paragraph (c) above should be included in Account 107, Blectric 
Plant Adjustments ; 

(f) Paragraph (B) of Account 107, Electric Plant Adjustments, provides that 
amounts included in such account shall be disposed of as the Commission may 
approve or direct; 

The Commission finds: 

That the plan of disposition of the amounts aggregating $7,687,591.08 included 
in Account 107, Electric Plant Adjustments, and as gas plant adjustments within 
Account 108, Other Utility Plant, as described in paragraph (c) above, is in con- 
formity with correct accounting principles and the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees ; 

The Commission orders: 

(A) That Monongahela West Penn Public Service Company dispose of amounts 
aggregating $5,815,630.12, included in Account 107, Electric Plant Adjustments and 
$1,871,960.96 included as gas plant adjustments within Account 108, Other Utility 
Plant, by crediting such accounts and by charging accounts as follows: 

(1) Charge to Account 250, Reserve for Depreciation, the amount of $20,000.00; 

(2) Charge to Account 270, Capital Surplus, the amount of $5,719,356.96 ; 

(3) Charge to Account 271, Earned Surplus, the amount of $1,948,234.12; 

(B) That the proposed journal entries submitted by Monongahela West Penn 
Public Service Company as a part of its petition of January 29, 1941, reflecting 
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the accounting disposition of the amounts included in Account 107, Electric Plant 
Adjustments, and as gas plant adjustments within Account 108, Other Utility 
Plant, as described in paragraph (A) above, be and they are hereby approved ; 

(C) That an amount of $2,169,035.28-shall be transferred from Account 270, 
Capital Surplus, to a special reserve account under Account 258.2, Miscellaneous 
Reserves, entitled “Reserve for Disposition of Amounts in Account 107, Electric 
Plant Adjustments” ; 

(D) That except upon further order of this Commission, the amount of 
$2,169,035.28 transferred from Account 270, Capital Surplus, to the special reserve 
account, pursuant to the provision of paragraph (C) above, shall not be used for 
any purpose other than the disposition of the remaining balance of a like amount 
in Account 107, Electric Plant Adjustments. 


Order confirming and approving temporary rate agreement 
Bonneville Project, Columbia River, Oregon-Washington 
(Docket No. IT-5519) 

February 17, 1941 


It appearing to the Commission that: 

(a) The Administrator of the Bonneville Power Administration, pursuant to 
section 6 of the Bonneville Act approved August 20, 1937 (50 Stat. 731), by 
letters dated February 13, 1941, and February 15, 1941, has requested approval 
of a special temporary rate for the sale and delivery of electric energy to Rey- 
nolds Metals Company, for a period not exceeding 90 days after completion by 
the company of each of two aluminum production units of 20,000 kw. each, 
said special rate to be applicable under either Bonneville rate schedule A-2 or 
C-2 upon a kw.-day basis instead of the kw.-year basis specified in said 
schedules ; 

(b) For the reasons set forth in the letters of the Administrator, it is in 
the public interest that said special temporary rate be confirmed and approved; 

The Commission orders: 

(A) That a special temporary rate for the sale and delivery of electric energy 
by the Administrator of the Bonneville Administration to Reynolds Metals 
Company, under either Bonneville rate schedule A-2 or C-2, whereby the energy 
charge shall be computed upon a kw.-day basis instead of the kw.-year basis 
specified in said schedules, is hereby confirmed and approved ; 

(B) That the said special temporary rate shall become effective from the 
date service to each production unit is commenced, and shall continue until the 
full production demand of each unit is reached, but in no event to exceed 
90 days from the commencement of service to each unit. 


Order authorizing amendment of license (major) 
Pacific Gas and Electric Company 
(Project No. 184) 

February 18, 1941 


Upon application filed September 23, 1940, by Pacific Gas and Electric Com- 
pany, licensee for project No. 184, for amendment of license to provide for a 
minor improvement in the project works ; and 
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It appearing that: 

(a) The minor improvement consists of construction of a new radial gate 
spillway at the outlet of Silver Lake reservoir to replace the old spillway, and 
is a concrete structure provided with 2 radial steel gates each controlling a 
waterway opening 14 feet, 9 inches wide by 11 feet, 9 inches high; an additional 
opening of 12 feet by 11 feet, 9 inches, to be controlled by flashboards; a fish 
ladder having a total lift of about 22 feet; and a 26-foot wide concrete highway 
bridge to span the spillway opening; 

(b) By letter dated September 3, 1940, applicant was advised that the Com- 
mission had no objection to preamendment installation of the proposed new 
spillway, and it has been reported that construction of same is under way; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, has reported favorably on 
the application ; 

(d) The Acting Secretary of the Interior has reported favorably on the 
application ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not alter any of 
the basic facts upon which the license was issued, nor require public notice; 

(2) That exhibit L, sheet 9c (FPC No. 184-100), filed as part of the aforesaid 
application, conforms to the Commission’s rules and regulations; and 

It is ordered: 

(A) That the license for project No. 184 be further amended to provide for 
the aforesaid improvement in the project works, construction of which shall 
be completed not later than July 31, 1941; 

(B) That the license as amended shall contain the following special condi- 
tion: “An attendant shall be stationed at the dam at all times during the run-off 
season when the gates are closed, unless and until it is established to the Com- 
mission’s satisfaction that such attendance is unnecessary ;” 

(C) That the exhibit, specified in finding (2) above, be, and it hereby is, 
approved as part of the license as further amended. 


Order authorizing amendment of license (major) 
City of Pasadena 
(Project No. 1250) 
February 18, 1941 


Upon application filed November 25, 1940, by city of Pasadena, California, 
licensee for project No. 1250, for amendment of license to include therein certain 
exhibits superseding or modifying certain exhibits now part of the license; 
and 

It appearing that: 

(a) The exhibits were submitted by the licensee at the Commission’s request 
in order that the license contain a true picture of a portion of the intake 
between the sandbox and the 30-foot diameter outlet tunnel; 

(b) The exhibits are described as exhibit K, sheet la (FPC No. 1250-24), 
modifying exhibit K, sheet 1 (FPC No. 1250-10); exhibit L, sheet la (FPC 
No, 1250-25), superseding exhibit L, sheet 1 (FPC No. 1250-16) ; and exhibit L, 
sheet 2a (FPC No. 1250-26), modifying exhibit L, sheet 2 (FPC No, 1250-17) ; 
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The Commission, having considered the application and the project record, 
finds: 

That the aforesaid exhibits conform to the Commission’s rules and regula- 
tions, and should be approved as part of.the license; and 

It is ordered: 

That the license for project No. 1250 be amended to provide for the inclusion 
therein of exhibit K, sheet la (FPC No. 1250-24), modifying exhibit K, sheet 1 
(FPC No. 1250-10); exhibit. L, sheet la (FPC No. 1250-25), superseding ex- 
hibit L, sheet 1 (FPC No. 1250-16) ; and exhibit L, sheet 2a (FPC No. 1250-26), 
modifying exhibit L, sheet 2 (FPC No. 1250-17), which are hereby approved 
as part of the license for the project, as amended. 


Order denying application for amendment of license (major) 
Grand River Dam Authority 
(Project No. 1494) 
February 19, 1941 


Upon application filed November 6, 1940, (superseding application filed Au- 
gust 26, 1940) by Grand River Dam Authority, licensee for project No. 1494, 
for amendment of license to revise article 12 thereof, as hereinafter described ; 
and 


It is ordered: 

(a) The object of the amendment is to relieve licensee from responsibility 
of relocating the Kansas, Oklahoma and Gulf Railroad to such elevation above 
elevation 755 as may be necessary to provide for operation of the railroad when 
the reservoir is raised to elevation 755; 

(b) The effect of the amendment would be to shift the necessary additional 
cost of raising the railroad from the licensee, which is financed by its Public 
Works Administration loan and grant, to the United States; 

(c) So far as the public interest is concerned, the slight gain to the local 
power users which might result from the reduced cost of power development 
under the amendment sought would be offset by concomitant loss to the general 
public from the increased cost of flood control ; 

(d) No new conditions have arisen or any satisfactory reasons have been 
presented which would justify the release of the licensee, without the consent 
of the War Department, from any part of its obligations under the specific 
flood control provisions of the license which were agreed upon after repeated 
and thorough consideration ; 

(e) The Chief of Engineers, War Department, by letter dated February 14, 
1941, reported that as the United States had already relieved the licensee 
from the necessity of furnishing flowage rights above elevation 750, he did 
not feel that the Department could view favorably a proposal to increase, the 
cost of this project to the United States, if and when it undertakes to operate 
the flood control pool to elevation 755, by relieving the licensee from its obliga- 
tion to raise the railroads as required by article 12 of its license; 

The Commission, having considered the application and all pertinent data, 
finds that no good reason has been shown for granting the application for 
amendment; and 

It is ordered: 

That the aforesaid application for amendment of license for project No. 
1494 be and it hereby is denied. 
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Order authorizing issuance of license (major) 
Moon Lake Blectric Association, Inc. 
(Project No. 1773) 

February 19, 1941 


Upon application filed October 4, 1940, as later amended, by Moon Lake 
Electric Association, Inc., of Mt. Emmons, Utah, for license for the construc- 
tion, operation, and maintenance of a major project located on the East Fork 
of Lake Fork of Duchesne River in Duchesne County, Utah, affecting lands 
of the United States within the Ashley National Forest; and 

It appearing that: 

(a) The proposed project consists of a log-crib, rock-fill diversion dam, 
9.75 feet high and about 380 feet long, a steel conduit 2.27 miles long, a 
steel penstock and surge line, and a concrete powerhouse, and that part 
of the project on lands of the United States consists of the diversion dam 
and about 9,160 feet of pipe line and occupies 21.6 acres within the Ashley 
National Forest; 

(b) The Acting Secretary of Agriculture, acting for the Secretary of Agri- 
culture, who has supervision over the Ashley National Forest, has reported 
favorably on the application, subject to stipulations as hereinafter provided ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the 
State of Utah and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect 
the purposes of a license for the project; 

(2) That no other application for the use of the aforesaid lands or in 
conflict therewith is before the Commission ; 

(3) That notice of the application has been duly published and there are 
no protests or objections thereto; 

(4) That the project will not affect a presently constructed Government 
dam, is not located on a navigable water of the United States, and is best 
adapted to a comprehensive plan for the improvement and utilization of 
water power development and for other beneficial public uses, including recrea- 
tional purposes ; 

(5) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes for which the Ashley National Forest 
was created or acquired; 

(6) That the horsepower capacity hereinafter authorized to be installed 
in the project is 1,200 horsepower and the energy generated thereby will be 
distributed to rural consumers ; 

(7) That the amount of annual charges to be paid under the license for © 
the purpose of reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act, and for recompensing it for the use, 
oceupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified ; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earn- 
ings to be paid into and held in amortization reserves are reasonable as 
hereinafter specified ; 

(9) That the specifications filed as part of the application, and designated as 
exhibit M, are in conformity with the Commission’s rules and regulations; 
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and the project drawings require revision so as to show changes in design 
of the project structures as hereinafter provided ; 

The Commission orders: 

(A) That a license be issued to the applicant,for a period of 50 years 
for the construction, operation, and maintenance of the project on the afore- 
said lands of the United States, subject to the provisions of the Act and 
the rules and regulations of the Commission thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects on such lands, and the following special provi- 
sions: 

(i) The licensee shall begin the construction of the project works within six 
months from the date of the license, shall thereafter in good faith and with due 
diligence prosecute and complete such construction, including the initial installa- 
tion of two 300-kilowatt generating units within one year from said date of the 
license, and shall thereafter install the third 300-kilowatt generating unit at such 
time as the Commission may direct so as to supply adequately the reasonable 
market demands for power; 

(ii) The licensee shall increase the thickness of the timber planking on the 
crest of the dam from 4 inches to 6 inches; 

(iii) The licensee shall increase the height of the abutments one foot in order 
to provide adequate spillway capacity to pass a flood of 6,000 second-feet ; 

(iv) The licensee shall be subject to any conditions that the Secretary of the 
Interior shall deem necessary for the adequate protection and utilization of the 
lands of the United States involved ; 

(v) The licensee shall construct and maintain suitable cattle crossings over 
the pipe line of the project to the satisfaction of the Regional Forester at Ogden, 
Utah; 

(vi) The licensee shall by-pass at the point of diversion or intake of the pipe 
line not less than 10 second-feet of the water down the natural channel between 
June 1 and September 10 of each year; 

(C) That the license shall provide that, after the first 20 years of operation of 
the project under the license, 6 percent per annum shall be the specified rate of 
return on the net investment in the project for determining surplus earnings in 
accordance with the provisions of section 10 (d) of the Act, for the establishment 
and maintenance of amortization reserves to be held until the termination of the 
license, or in the discretion of the Commission, to be applied from time to time in 
reduction of the net investment in the project, and one-half of all surplus earnings 
in excess of 6 percent per annum received in any calendar year shall be paid 
into and held in such amortization reserves ; 

(D) That subject to the provisions of section 10 (e) of the Act and the rules 
and regulations of the Commission, the licensee shall pay to the United States 
the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one :1) cent per horsepower on the horsepower 
capacity (1,200) authorized to be installed by this license, plus two and one-half 
(21%) cents per 1,000 kilowatt-hours of energy generated by the project during 
the fiscal year ended June 30 preceding the submission of a bill therefor by the 
Commission ; 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $10.00; 

(E) That exhibit M, specified in finding (9) above, be, and it is hereby, approved 
as part of the license, and the project drawings be revised as hereinbefore stated 
so that the Commission may approve them as part of the license for the project. 
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Order authorizing issuance of license (major) and authorizing surrender of 
license (minor-part) and modifying order of November 5, 1940 


Paeific Gas and Electric Company 
(Projects Nos. 616 and 1391) 
February 19, 1941 


Upon application filed December 2, 1940, as later supplemented, by Pacifie Gas 
and Electric Company, San Francisco, California, for (1) rehearing of the 
Commission’s November 5, 1940, order; (2) requesting modification of the afore- 
said order to reinstate its application filed January 20, 1940, as.later amended; 
(3) requesting authorization for the operation and maintenance of the so-called 
Lake Almanor reservoir under a major license including also authority for con- 
struction, operation, and maintenance of the so-called Cresta and Pulga plants; 
and (4) offering to surrender the separate license for the aforesaid Lake Almanor 
reservoir, now under license as project No. 616; and 

It appearing that: 

(a) License for project No. 616 was originally issued to Great Western Power 
Company of California on November 18, 1925, and transferred to the Pacific Gas 
and BHlectric Company, effective April 8, 1936; 

(b) In first considering the application filed January 20, 1940, as later amended, 
for a license for the aforesaid Cresta and Pulga plants, the Commission on Novem- 
ber 5, 1940, found, among other things, that: “The application for a license for 
the Cresta and Pulga plants should be dismissed because it does not inelude the 
storage reservoir at Lake Almanor”; and dismissed the application without 
prejudice ; 

(c) The developments at Lake Almanor, Cresta, and Pulga, which affect lands 
of the United States within the Plumas and Lassen National Forests, in Plumas 
and Butte Counties, California, consist of: 

(i) The Lake Almanor development, consisting of a constructed hydraulic-fill 
dam having a crest elevation of 4,500 feet and known as the Lake Almanor dam, 
and a reservoir of 1,310,000 acre-feet capacity created by said dam and known as 
the Lake Almanor reservoir, located on the North Fork of the Feather River in 
Plumas County, California ; 

(ii) The proposed Cresta development, consisting of a concrete dam about 113 
feet high above the stream bed, a reservoir having a usable capacity of about 
2,000 acre-feet, a pressure conduit about 20,000 feet long, a stee] penstock, a power 
house having installed capacity of 93,000 horsepower, and two single-circuit 
transmission lines, located on the North Fork of the Feather River in Plumas and 
Butte Counties, California ; 

(iii) The proposed Pulga development, consisting of a low concrete dam and 
gate structure, a reservoir having a usable capacity of about 470 acre-feet, a 
pressure tunnel about 17,000 feet long. a steel penstock, a power house having 
installed capacity of 110,000 horsepower, and two single-circuit transmission lines, 
Joeated on the North Fork of the Feather River in Butte County, California ; 

(iv) The project area (excluding the transmission line which occupies a right- 
of-way on lands of the United States, equivalent to 100 feet in width, a distance of 
0.91 mile) consists of 31,447.56 acres, 1,212.46 acres of which are lands of the 
United States; 

(d) The Acting Secretary of Agriculture, acting for the Secretary of Agricul- 
ture, who has supervision over the Lassen and Plumas National Forests, has 
reported favorably on the application as hereinafter provided ; 
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(e) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application as hereinafter provided, and 
has particularly requested, in his letier of January 28, 1941, that the license 
contain conditions similar to those set forth in subparagraphs (D) (9) and 
{D) (10) of the order herein ; 

(f) The Water Project Authority of the State of California has continued its 
objection to the issuance of a license for either or both of the two power plants 
proposed because of possible interference with the market to be served by the 
Shasta power plant of the Central Valley project now under construction by the 
United States Bureau of Reclamation as a combined irrigation and power devel- 
opment; the Kern County Pomona Grange has also protested against the issu- 
ance of a license on the same grounds and the Madera Irrigation District has 
requested that the Commission take no action which will result in any neces- 
sity for the Central Valley project being operated in such manner that the irri- 
gation and water supply features would have to be subordinated to what should 
be incidental power development, because such subordination would not make 
for the highest usefulness of the project, nor be consistent with its original 
purpose ; 

(g) The date of completion of the Shasta power plant and the dam to which 
it is to be attached is still uncertain and there is a further uncertainty as to the 
time within which the reservoir behind the Shasta dam can be filled sufficiently 
to permit power plant operation on an economic and reliable Lasis ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That under the circumstances, modification of the Commission’s November 
5, 1940 order, and authorization of surrender of license for project No. 616, 
would be appropriate; 

(2) That the applicant is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable state laws insofar as necessary to effect the 
purposes of a license for the project with the exception of the state water permits, 
for which application has been filed ; 

(3) That no other application for the use of the aforesaid lands or in conflict 
therewith is before the Commission ; 

(4) That notice of the application has been duly published and such protests 
or objections as have been filed have been considered ; 

(5) That with respect to objections which have been filed, further studies of 
the power requirements of the area served by the applicant, including power 
needed for the defense program, and of the available sources of power to supply 
that load indicate a definite lack of generating capacity by 1943 in that area 
unless additional facilities are constructed, and further indicate that the short- 
age of capacity cannot be fully met by construction of only the Cresta plant, as 
appeared to be the situation when the Commiission’s opinion and order of No- 
vember 5, 1940, were adopted; 

(6) That because of the uncertainties now apparent with respect to the time 
when the Shasta power plant will be able to supply any substantial portion of 
the power load in this area and the increasing difficulty in securing commit- 
ments by generating equipment manufacturers for early delivery of generators 
and other large equipment needed in large power plants such as those pro- 
posed at Cresta and Pulga, and because of the length of time required for con- 
struction of the dams, power plants, and appurtenant facilities at the two sites, 
it is imperative to make provision for construction of these two additional gen- 
erating plants without further delay; 
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(7) That the project does not affect any presently constructed Government 
dam, is not located in any navigable water of the United States, and is best 
adapted to a comprehensive plan for the improvement and utilization of water 
power development and for other beneficial public uses, including recreational . 
purposes ; 

(8) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes for which the Lassen and Plumas National 
Forests were created or acquired, nor with any reservation or withdrawal of 
public lands of the United States, nor will it affect the development of any water 
power resources for public purposes which should be undertaken by the United 
States itself; 

(9) That the facilities now separately licensed as project No. 616 should be 
included.as an integral part of the facilities under the license to be issued for 
project No. 1391; 

(10) That the horsepower capacity proposed to be installed in the Cresta 
plant is 93,000 horsepower and in the Pulga plant is 110,000 horsepower, and 
the energy generated by both plants will be distributed and sold to the public 
in the central and northern parts of California ; 

(11) That the amount of annual charges to be paid under the license for the 
purposes of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands, including the transmission line right-of-way, 
is reasonable as hereinafter fixed and specified ; 

(12) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(13) That the maps, plans, and specifications filed as part of the January 2), 
1940 application, as amended, and designated as exhibits J (FPC No. 1391-2), K. 
sheets 1, 2, 3, and 4 (FPC Nos. 1391-3, 4, 5, and 6), L, sheets 1, 2, 3, 4, 5, 6, and 7 
(FPC Nos. 1391-7, 8, 9, 10, 11, 12, and 13), and M, respectively, conform to the 
Commission’s rules and regulations ; and 

It is ordered: 

(A) That the Commission’s November 5, 1940, order be and it is hereby modi- 
fied to reinstate the aforesaid application filed by the applicant January 20, 1940, 
as later amended; 

(B) That surrender of the license for project No. 616 be and it is hereby author- 
ized, effective as of the date of the license for project No. 1391; and the facilities 
now separately licensed as project No. 616 shall be included within the license 
to be issued for project No. 1391; 

(C) That upon issuance of the state water permits, a license be issued to the 
applicant for a period of 35 years for the construction, operation, and mainte- 
nance of the project as above described and located in part on the aforesaid lands 
of the United States, subject to the provisions of the Act and the rules and 
regulations of the Commission thereunder ; 

(D) That the license shall contain the usual conditions and provisions for 
licenses for such projects on such lands, and the following special provisions: 

(1) The licensee shall so operate the project as to maintain at all times a 
visible flow of not less than fifty (50) second-feet of water in the stream channel 
between the mouth of Grizzly Creek and the forebay of the Pulga development ; 

(2) The licensee shall so operate the project as to maintain at all times a 
visible flow of not less than fifty (50) second-feet of water in the stream channel 
between the forebay of the Pulga development and the power house of the Pulga 
development ; 
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(3) The licensee shall maintain at all times a flow of not less than twenty (20) 
second-feet of water in the stream channel between the Almanor dam and the 
tailrace of the Caribou power house ; 

(4) Subject to the provisions of section 13 of the Act the licensee shall begin 
construction of the project works at the Cresta development within one (1) month 
and at the Pulga development within six (6) months from the date of this order 
and shall thereafter in good faith and with due diligence prosecute and com- 
plete construction of the Cresta development by January 1, 1943, and the Pulga 
development by July 1, 1943; and shall install such fish screens as may be here- 
after required ; 

(5) In view of the national emergency now existing, as proclaimed by the 
President of the United States on September 8, 1939, and the vital importance of 
assuring that adequate supplies of electric power will be available to industries 
essential to the national defense, the licensee expressly agrees that it will do 
everything within its power to complete construction of both the Cresta and 
Pulga developments in advance of the times fixed by the Commission. During 
the continuance of such national emergency, if it shall appear to the Commission 
that the licensee will not complete construction of the Cresta and Pulga develop- 
ments within the times fixed by the Commission, regardless of whether or not such 
failure to complete construction is due to any act of the licensee or due to failure 
of the licensee to act, or due to causes beyond the control of the licensee, it is 
expressly agreed by the licensee that the Commission may intercede and take 
such steps as it deems necessary and desirable under the circumstances to expe- 
dite and insure completion of construction of the project works and impounding 
of water in the reservoirs and the licensee expressly agrees that it will cooperate 
fully with the Commission in any such action; 

(6) The licensee shall make such foundation investigations as may be re- 
quired by the Commission’s representative having supervision over construction 
of the project. and shall before or during construction submit for the Commis- 
sion’s approval such additional detailed plans of dams and other structures as 
may be required by the Commission ; 

(7) The operation of the Lake Almanor reservoir by the licensee, so far as such 
operation may affect the use, storage, and discharge from storage of waters of 
the North Fork of the Feather River, shall at all times be controlled by such 
reasonable rules and regulations as the Commission may prescribe in the inter 
ests of flood control and of the fullest practicable use of said waters for power 
purposes, subject to the provisions of paragraph (D) (3), above; 

(8) The licensee shall at any time during the license period when required to do 
so by rule, regulation, or order of the Commission make such changes or modifi- 
cations in the design or structures of the project and shall take such other steps 
as in the Commission’s judgment may be necessary to safeguard life, health, and 
property ; 

(9) No transmission line covered by this license shall be utilized for the trans- 
mission of electric energy developed at the Hetch Hetchy project and disposed of 
in violation of section 6 of the Raker Act or any injunction in full force and effect 
restraining such disposition, and the licensee shall so operate said line as to pre- 
vent its utilization for the transmission of such electric energy ; 

(10) The licensee represents that it owns and operates the so-called Big Bend 
power development and reservoir located on the North Fork of the Feather River 
in Butte County below the proposed Pulga development and as a special condition 
for the issuance of this license the licensee expressly agrees that, in the event said 
Big Bend power development shall be taken over in whole or in part or impaired or 
damaged by any development by the United States or by the State of California, 
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the licensee will make no claim for damages or compensation on the basis of any 
increase in the value of the Big Bend power developrhent by reason of the construc- 
tion or operation of the Lake Almanor reservoir, or the Cresta or Pulga develop- 
ments herein authorized. The licensee further agrees that it will not sell, lease, 
assign, or otherwise dispose of said Big Bend power development or any interest 
therein without the prior approval of the Commission, and that its failure to com- 
ply with the provisions of this paragraph may constitute grounds for revocation of 
the license ; 

(E) That the license shall provide that, after the first twenty years of operation 
of the project, six per cent per annum shall be the specified rate of return on the 
net investment in the project under license for determining surplus earnings in 
accordance with the provisions of section 10 (d) of the Act, for the establishment 
and maintenance of amortization reserves to be held until the termination of the 
license, or in the discretion of the Commission, to be applied from time to time in 
reduction of the net investment in the project, and one-half of all surplus earnings 
in excess of six per cent per annum received in any calendar year shall be paid 
into and held in such amortization reserves ; 

(F) That, subject to the provisions of section 10 (e) of the Act and the rules 
and regulations of the Commission, the licensee shall pay to the United States the 
following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the horsepower 
capacity authorized to be installed by this license (203,000 horsepower), plus two 
and one-half (2%4) cents per 1,000 kilowatt-hours of energy generated by the 
project during the fiscal year ended June 30, preceding the submission of a bill 
therefor by the Commission ; 


(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those for the transmission lines, $2,424.92; 
and 

(iii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands for the transmission lines, $7.28; 

(G) That the maps, plans, and specifications specified in finding (13) above be 
and they are hereby approved as part of the license. 


Order authorizing and approving sale of electric facilities 
Iowa-Nebraska Light and Power Company 
(Docket No. IT-5667) 

February 24, 1941 


Upon application filed January 22, 1941, by Iowa-Nebraska Light and Power 
Company, hereinafter referred to as the applicant, a Delaware corporation, with 
principal office in the city of Lincoln, Nebraska, requesting an order authorizing 
and approving (in accordance with contract dated January 18, 1941, made a part 
of the application and designated as exhibit L), insofar as this Commission has 
jurisdiction, the sale of electric facilities in the State of Nebraska to Consumers 
Public Power District, hereinafter referred to as the district, a public corpora- 
tion and political subdivision of the State of Nebraska, and the amendment of 
said application filed February 7, 1941, submitting additional exhibits related 
thereto; and 


oe 
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It appearing to the Commission that: 

(a) Due notice in writing has been given to the governors and state com- 
missions of the States of Nebraska, Iowa, Kansas, and Missouri, and notice of 
said application was published in the Federal Register of January 29, 1941, 
notifying those desiring to be heard or to file protest that they should do so on 
or before February 4, 1941, and on February 4, 1941, there was likewise pub- 
lished in the Federal Register a copy of this Commission’s order of January 
30, 1941, fixing the date of the hearing herein for February 10, 1941; 

(b) On February 10 and 11, 1941, a hearing was held in this proceeding 
before the Commission sitting en banc; 

(c) Section 201 of the Federal Power Act excludes the district from the pro- 
visions of Part II of the Act. Under the Nebraska statute creating the district 
(Chapter 86 of the Laws of Nebraska, 1933, and amendments thereto) as a political 
subdivision of the State, the district is vested with the discretion of determining 
the price and other terms and conditions pursuant to which the facilities in ques- 
tion are to be acquired ; 

The Commission, having considered said application, as amended, the exhibits 
thereto, and the record of the proceedings had on the said application, including 
the oral and documentary evidence adduced, finds: 

(1) That the applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware and duly qualified to transact business 
in the states of Nebraska and Iowa; 

(2) The district is a public corporation and political subdivision of the State 
of Nebraska duly organized under and existing by virtue of the provisions of 
Chapter 86, Laws of Nebraska, 1933, and amendments thereto ; 

(3).That the applicant proposes to sell and the district proposes to pur- 
chase facilities for the production, transmission, distribution and sale of elec- 
tric energy and other property, real and personal, in Nebraska, specifically 
described in the agreement of January 18, 1941, for $19,465,000 in cash, subject 
to certain adjustments, as provided in said agreement ; 

(4) That the applicant owns and operates facilities for the transmission or sale 
at wholesale of electric energy which is transmitted from one State and con- 
sumed by persons other than a transmitter thereof at points outside such State 
and is a public utility within the meaning of that term as used in section 203 of 
the Federal Power Act; 

(5) That the facilities which the applicant seeks to sell include facilities for 
the transmission of electric energy transmitted from one State and consumed by 
persons other than a transmitter thereof at points outside such State, which 
facilities are of a value in excess of $50,000 and are subject to the provisions of 
section 203 of the Federal Power Act which require that the authorization and 
approval of this Commission be obtained ; 

(6) That among facilities owned and operated by the applicant for the trans- 
mission of electric energy transmitted from one State and consumed by persous 
other than a transmitter thereof at points outside such State, which are pro- 
posed to be sold, are: 

(i) A 34.5-kilovolt transmission line approximately 108 miles in length, extend- 
ing from the Missouri River near Blair to Norfolk in Nebraska ; 

(ii) A 69-kilovolt transmission line, approximately 55 miles in length, extend- 
ing from Lincoln to Plattsmouth in Nebraska ; 

(iii) A transmission line extending from Lincoln, to a point near the Kansas 
State line in Nebraska, consisting of a 69-kilovolt section, approximately 40 miles 
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in length, extending from Lincoln to Beatrice, a 33-kilovolt section extending 
from Beatrice to Burchard approximately 36 miles in length, and a 6.9-kilovolt 
section approximately 8 miles in length extending from Burchard to a point near 
the Kansas State line in the vicinity of Summerfield, Kansas; 

Such facilities are more fully described in exhibit A attached to the agreement 
of sale, being that part of the application denominated exhibit L, and all a part 
of exhibit No. 1 herein; 

(7) The proposed sale of the facilities by the applicant will not adversely 
affect its ability to render adequate service at existing rates to its remaining 
consumers ; 

(8) The proposed sale of the facilities by the applicant will not adversely 
affect its financial condition or the interests of its security halders; 

(9) The proposed sale of such facilities by the applicant, upon the terms and 
conditions set forth by the applicant to this Commission, insofar as subject to 
the jurisdiction of the Commission, will be consistent with the public interest ; 

Wherefore, the Commission orders: 

(A) That the sale of such facilities by the applicant be and it hereby is 
authorized and approved, upon the terms and conditions shown to this Commis- 
sion in its application and subject to the terms of this order, insofar as it includes 
facilities subject to the requirements of section 203 of the Federal Power Act 
and to the jurisdiction of this Commission ; 

(B) That the foregoing authorization is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(C) That this authorization shall expire unless acted upon within 120 days 
after the entry of this order; 

(D) That the applicant shall report with reference to the subject matter 
hereof as required by the Commission’s Rules of Practice and Regulations. 


Determination under article 22 (b) of license 
Kanawha Valley Power Company 
(Project No. 1290) 


February 25, 1941 


Upon application filed January 29, 1941, by the Kanawha Valley Power Com- 
pany, licensee for project No. 1290, for a determination that no additional 
annual charges are due for the calendar year 1940, under article 22 (b) of 
the license for said project; and 

It appearing to the Commission that the properties under this license were 
not exempt or immune from Federal, State or local taxes during the calendar 
year 1940; 

The Commission determines: 

That no additional annual charges are due from the licensee under article 
22 (b) of the license for project No. 1290 for the calendar year 1940, 
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Order granting eremption from payment of annual charges 


City of Philipsburg, Montana 


(Project No, 1269) 
February 25, 1941 


Upon application filed January 27, 1941, by city of Philipsburg, Montana, 
licensee for transmission-line project No. 1269, for exemption from payment of 
annual charges for the year ended December 31, 1940, pursuant to the terms 
of section 10 (e) of the Federal Power Act, and the regulations of the Com- 
mission thereunder, on the ground that the power transmitted by the project 
was used exclusively for municipal purposes ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee, as a municipality within the definition in section 3 
(7) of the Federal Power Act, is entitled to claim exemption from payment 
of annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that the power 
transmitted by the project was used for municipal purposes; and 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the 
license for project No. 1269 for payment of annual charges in the amount of 
$11.35, for the year ended December 31, 1940. 


Order authorizing issuance of license (minor) 
Wyoming Game and Fish Department 
(Project No. 1772) 

February 25, 1941 


Upon application filed October 2, 1940, by Wyoming Game and Fish Department, 
of Cheyenne, Wyoming, for license for a proposed minor project to be located on 
Leigh Creek, in Washakie County, Wyoming, affecting lands of the United States 
within the Big Horn National Forest; and 

It appearing that: 

(a) The project consists of a concrete diversion dam 5 feet high, a steel pipe 
line 435 feet long, a log powerhouse, and a short transmission line, and occupies 
an area of 0.997 acre of lands of the United States in sec. 34, T. 48 N., R. 87 W., 
Sixth principal meridian, within a special area for the Tensleep State Fish 
Hatchery within the Big Horn National Forest ; 

(b) By letter dated October 11, 1940, the Commission requested the Forest 
Service to advise applicant that immediate construction and use of the project, 
at applicant’s risk, would not prejudice consideration by the Commission of its 
pending application for license therefor, if such construction had the approval of 
the Forest Service ; 

(c) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application; 

(ad) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, who has supervision over the 
Big Horn National Forest, has reported favorably on the application; 
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The Commission, having considered the application and the,record thereon, finds: 

(1) That the applicant is a department of the State of Wyoming and has 
submitted satisfactory evidence of compliance with the requirements of all ap- 
plicable state laws insofar as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(3) That the project does not affect any Government dams nor will the issuance 
of a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States 
itself ; 

(4) That a license subject to and containing the terms and conditions herein- 
after provided will not interfere or be inconsistent with the purposes for which 
the Big Horn National Forest was created or acquired nor with any reservation or 
withdrawal of public lands; 

(5) That the installed capacity of the project is 5 horsepower and the energy 
generated will be used in the operation of the Tensleep State Fish Hatchery ; 

(6) That the map filed as part of the application and designated as exhibit F 
(FPC No. 1772-1) conforms to the Commission’s rules and regulations ; 

(7) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and to 
public notice; 6, insofar as it relates to public notice and to the acceptance and 
expression in the license of terms and conditions of the Act which are hereinafter 
waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 10 (4) ; 
10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways; 19; 20; 22; 
and 23 (a), insofar as it relates to the determination of fair value ;” and 

It is ordered: 

(A) That a license be issued to applicant, without charge, for the construction, 
operation, and maintenance of the project on the aforesaid lands of the United 
States for a period of 20 years; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provision: , 

“The licensee shall complete the construction of the project within one year 
from the date of the license.” 

(C) That the map specified in finding (6) above be and it is hereby approved 
as part of the license; 

(D) That in issuing the license, the terms and conditions of Part I of the Act 
set forth in finding (7) above be waived to the extent therein specified. 


Order dismissing application for license (electric line) 
Top O’Michigan Rural Electric Company 
(Project No. 1558) 


February 25, 1941 
It appearing that: 
(a) On March 15, 1939, application was filed on behalf of Top O’Michigan Rural 
Electric Company of Boyne City, Michigan, for license for electric line project 


No. 1558, affecting lands of the United States within the Jordan River State 
Forest, Michigan ; 
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(b) By letter dated January 21, 1941, the Acting Ghief, Forest Service, -has 
reported that title to the lands on which the line is situated is now vested in the 
State of Michigan, and the special use permit issued by that Service to the appli- 
cant was terminated as of November 1, 1940; 

The Commission finds: 

That under the circumstances, the aforesaid application for license should be 
dismissed ; and 

It is ordered: ‘ 


That the aforesaid application for license for electric line project No. 1558 be 
and it hereby is dismissed. 


Vacation of withdrawal under section 24 of the Federal Water Power Act 
Nevada Power Company 
(Project No. 370) 
February 25, 1941 


It appearing that: 

(a) Under the provisions of section 24 of the Federal Water Power Act and 
pursuant to filing of application by Nevada Power Company for license for 
project No. 370, all lands of the United States lying within 50 feet of the center 
line of the transmission line location in unsurveyed T. 46 N., R. 58 B., Mount 
Diablo meridian, Nevada, were, from January 11, 1923, reserved from entry, 
location, or other disposal under the laws of the United States until otherwise 
directed by the Commission or by Congress; 

(bo) Surrender of license for project No. 370 was accepted at the Commission’s 
meeting of November 20, 1933, for the reason that the licensee had abandoned 
the project because electric service had been discontinued and the transmission 
line was no longer required ; 

(c) License for project No. 1252 of Idaho Power Company embraces a portion 
of the same lands and serves the region described in the withdrawal of lands 
for project No. 370; 

The Commission, having considered the project record and all pertinent data, 
finds: 

That under the circumstances, the aforesaid power withdrawal under section 
24 of the Federal Water Power Act pertaining to the above described lands is no 
longer necessary or desirable ; and 

It is ordered: 

That the power withdrawal of the lands described in paragraph (a) above, 
under the provisions of section 24 of the Federal Water Power Act pursuant to 
filing of application for license for project No. 370, be and it hereby is vacated. 


Order authorizing amendment of license (transmission line) 
Pacific Gas and Electric Company 
(Project No. 444) 


March 4, 1941 


Upon application filed November 12, 1940, by Pacific Gas and Electric Com- 
pany, licensee for transmission line project No. 444, for amendment of license 
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to (1) eliminate from the license a portion of the line; and (2) reduce from 
100 feet to 40 feet the width of right-of-way granted for the remainder of the 
line and all other lines under the license for the project, situated on lands of 
the United States within the Plumas National Forest; and 

It appearing that: 

(a) The aforesaid portion of the line, extending from a point on the North 
Fork of Feather River near Butte Creek to Canyon Dam, was removed on 
May 4, 1935, and the right-of-way occupied by the line was left in a satisfac- 
tory condition ; 

(b) The effect of the amendment will be: (1) reduction in the length of 
right-of-way over lands of the United States under the license to 14.538 miles; 
(2) reduction in the width of the right-of-way from 100 feet_to 40 feet; (3) 
revision of those sheets of exhibits now part of the license and designated as 
exhibits F, J, and K (FPC Nos. 444-1, 2, 3, 4, 6, 7, and 8), respectively, ex- 
cepting sheet 3 of exhibit F, which relates solely to the line to be eliminated, 
to show the aforesaid changes; and (4) reduction in the amount of annual 
land charges to be paid by the licensee by $55.97, so that the licensee shall pay 
charges as hereinafter provided ; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has supervision 
over the Plumas National Forest, has reported favorably on the application; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Plumas National Forest 
was created or acquired, nor will it alter any of the basic facts upon which 
the license was issued, nor require public notice; 

(2) That revised sheets of exhibits F, J, and K (FPC Nos. 444-1, 2, 4, 6, 7, 
and 8), respectively, conform to the Commission's rules and regulations; and 

It is ordered: 

(A) That the license for project No. 444 be further amended, effective as of 
January 1, 1941, to eliminate therefrom the aforesaid portion of line, and to 
reduce from 100 feet to 40 feet the width of the remaining portion of the line 
and all other lines under the license; 

(B) That the amount of annual charges specified in the license as amended, 
as $107.49 be and it hereby is decreased by $55.97, and fixed at $51.52; 

(C) That the revised sheets of exhibits specified in finding (2) above, be 
and they are hereby reapproved as part of the license as further amended, and 
sheet 3 of exhibit F (FPC No. 444-3) be and it is hereby eliminated from the 
license. 


Order granting partial eremption from payment of annual charges 
City of Pasadena, California 
(Project No. 1250) 
March 4, 1941 


Upon application filed January 29, 1941, by City of Pasadena, California, 
licensee for project No. 1250, for exemption from payment of annual charges 
for the year ended December 31, 1940, pursuant to the terms of section 10 (e) 
of the Federal Power Act and the regulations of the Commission thereunder, 
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on the grounds that the power developed by the project was sold to the public 
without profit, and used for state or municipal purposes; and 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is entitled to claim exemption from payment 
of annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 97.2459 
percent of the power generated by the licensed project during the year ended 
December 31, 1940, was used for municipal purposes; and 

It is ordered: 

That the licensee be and it hereby is exempted from liability under the 
license for project No. 1250 for payment of 97.2459 percent of the annual 
charges for the year ended December 31, 1940, or $126.33, leaving a balance 
of $3.58 now due, payment of which shall be made within 30 days from the 
date of receipt by the licensee of a copy of this order. 


Order authorizing issuance of license (minor) 
Garland Hot Mineral Springs 
(Project No. 1757) 


March 4, 1941 


Upon application filed September 12, 1940, by Garland Hot Mineral Springs, 


of Wenatchee, Washington, for license for a minor project located on Colton 
Creek, a tributary of the North Fork of the Skykomish River, in Snohomish 


County, Washington, affecting lands of the United States within the Snoqualmie 
National Forest; and 


It appearing that: 

(a) The project, which is constructed, consists of a concrete diversion dam 
1.5 feet high and 3 feet long, a pipe line 1,115 feet long, a 12-foot by 12-foot 
wood frame power house, and a 110-volt transmission line 1,025 feet long; 
and that part of the project on lands of the United States consists of the 
dam, pipe line, and 389.5 feet of transmission line in sections 24 and 25 of 
T. 28 N., R. 11 E., Willamette meridian, and occupies 0.71 acre within the 
Snoqualmie National Forest ; 

(b) The Assistant Secretary of the Interior, acting for the Secretary of 
the Interior, has reported favorably on the application ; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has supervision 
over the Snoqualmie National Forest, has reported favorably on the applica- 
tion ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the State of 
Washington and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the purposes 
of such a license; 


(2) That no other application for the use of the lands or in conflict therewith is 
before the Commission ; 
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(3, That the project does not affect any Government dams, nor will the issu- 
ance of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for which 
the Snoqualmie National Forest was created or acquired nor with any reservation 
or withdrawal of public lands; 

(5) That the installed capacity of the project is about 30 horsepower and the 
energy generated will be used at applicant’s resort and for general domestic 
purposes ; 

(6) That the map and specifications filed as part of the application and desig- 
nated as exhibits F (FPC No. 1757-1) and G, respectively, conform to the 
Commission’s rules and regulations; 

(7) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of War and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are 
hereinafter waived ; 10 (a) ; 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to fishways; 


19; 20; 22; and 23 (a), insofar as it relates to the determination of fair value ;” 
and 


It is ordered: 

(A) That a license be issued to applicant, without charge, for the operation and 
maintenance of the project on the aforesaid lands of the United States for a 
period of 10 years; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects; 

(C) That the map and specifications referred to in finding (6) above be and 
they are hereby approved as part of the license; 

. (D) That in issuing the license, the terms and conditions of Part I of the Act 
set forth in finding (7) above be waived to the extent therein specified. 


Order denying intervention 


Inland Gas Corporation and Ben Williamson, Jr., Trustee of Inland Gas 
Corporation 


(Docket No. G—194) 
March 4, 1941 


Upon consideration of a petition filed on February 20, 1941, by W. J. K. Vanston 
and P, Erskine Wood as a protective committee constituted under a deposit agree- 
ment of December 8, 1930, respecting certain bondholders of Inland Gas Corpora- 
tion, praying (1) for leave to intervene in this proceeding and (2) that the com- 
plaint herein he dismissed ; 

It appearing to the Commission that; 

(a) The above-named petitioners have not set forth any cogent reason indicat- 
ing why the trustee in bankruptcy of Inland Gas Corporation cannot, and will 
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not, adequately and properly represent the interests of said protective committee; 

(b) The proceedings herein are not yet completed and the case has not been 
submitted to the Commission for final consideration ; 

The Commission, upon consideration of said petition, finds: 

(1) That the participation of the above-named petitioners in this proceeding 
as interveners and parties thereto has not been shown to be necessary, in that 
no reasons or facts have been advanced tending to show the trustee of Inland Gas 
Corporation is not properly and adequately discharging his duties in representing 
and protecting the interests of all persons having any interest in Inland Gas 
Corporation ; 

(2) That petitioners have not made timely application herein pursuant to sec- 
tion 50.14 of the provisional rules of practice and regulations under the Natural 
Gas Act; 

Wherefore, the Commission orders: 

(A) That so much of said petition of the above-named petitioners as requests 
that the complaint herein be dismissed be and the same is hereby denied without 
prejudice to such finding and determination as the Commission may make herein 
upon consideration of the completed record of this case ; 

(B) That so much of the petition of the above-named petitioners as requests 
permission to intervene and become parties to this proceeding be and the same 
is denied. 


Order granting partial eremption from payment of annual charges 
Red Bluff Water Power Control District 


(Project No. 1280) 


March 4, 1941 





Upon application filed February 1, 1941, by Red Bluff Water Power Control 
District, licensee for project No. 1280, for exemption from payment of annual 
charges for the year ended December 31, 1940, pursuant to the terms of section 
10 (e) of the Federal Power Act and the regulations of the Commission there- 
under, on the ground, among others, that the project was operated without profit ; 
and 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the definition of section 3 (7) 
of the Federal Power Act and is entitled to claim exemption from payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 32.245 percent 
of the power generated by the project during the year ended December 31, 1940, 
was sold to general consumers without profit, which would entitle the licensee 
to partial exemption from liability for payment of annual charges to the extent 
of $65.82, leaving a balance to be paid in the amount of $138.30; 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the license 
for project No. 1280 for payment of 32.245 percent of the annual charges for 
the year ended December 31, 1940, or $65.82, leaving a balance of $138.30 now 
due, payment of which shall be made within 30 days from the date of receipt 
by the licensee of a copy of this order. 
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Order approving transfer of license 
Sitka Wharf & Power Company and City of Sitka, Alaska 
(Project No. 408) 
March 5, 1941 


Upon joint application filed February 24, 1941, by Sitka Wharf & Power Com 
pany, licensee for project No. 408, and city of Sitka, Alaska, for approval of 
transfer of license for the project from the former to the latter; and 

It appearing that: 

The license for project No. 408 was issued May 19, 1924, for a period of 50 
years to Sitka Wharf & Power Company, Inc.; was amended on March 27, 1940; 
and affects lands of the United States within the Tongass National Forest, 
Alaska ; 


The Commission, having considered the joint application and the project record, 
finds: 

(1) That the transferee is a municipal corporation organized under the laws 
of the Territory of Alaska and has submitted satisfactory evidence of compli- 
ance with the requirements of all applicable territorial laws insofar as neces- 
sary for the operation of the project, as required by section 9 (b) of the 
Federal Power Act; 

(2) That approval of the transfer of the license for the project will be consist- 
ent with the public interest; and 

It is ordered: 

That the transfer of the license for project No. 408 from Sitka Wharf & Power 
Company, Inc., to city of Sitka, Alaska, be approved effective as of the date of 
conveyance of the project properties, and subject to the provisions of section 8 
of the Act and section 9.3 of the Commission’s rules and regulations. 


Order terminating proceeding and allowing rate schedule to take effect 


Minnesota Power & Light Company 
(Docket No. IT-5545) 
March 7, 1941 


It appearing to the Commission that: 

(a) By order of June 20, 1939, the Commission, upon its own motion, insti- 
tuted an investigation for the purpose of enabling the Commission (1) to de- 
termine whether any rate, charge, or classification, demanded, observed, charged, 
or collected by the Minnesota Power & Light Company for any transmission or 
sale to Northern Power Company or to Superior Water, Light & Power Com- 
pany under Minnesota Power & Light Company rate schedules FPC Nos. 1 and 
2, or that any rate, regulation, practice, or contract affecting such rate, charge, 
or classification is unjust, unreasonable, unduly discriminatory, or preferen- 
tial; and (2) if the Commission shall find that any such rate, charge, or classi- 
fication, or any rule, regulation, practice, or contract affecting such rate, charge, 
or classification is unjust, unreasonable, unduly discriminatory, or preferen- 
tial, to determine the just and reasonable rate, charge, classification, rule, 
regulation, practice, or contract to be thereafter observed and in force, and to 
fix the same by order; 
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(b) On March 3, 1941, Minnesota Power & Light Company filed with the 
Commission an agreement, dated February 27, 1941, with the Northern Power 
Company and the Superior Water, Light & Power Company, designated in 
the files of the Commission as Minnesota Power & Light Company rate schedule 
FPC No. 5, superseding Minnesota Power & Light Company rate schedules FPC 
Nos. 1, 2 and 3, and Northern Power Company rate schedule FPC No. 1, and 
providing for the sale of electric energy to the Northern Power Company and 
the Superior Water, Light & Power Company at reduced rates; 

(c) By the terms of said contract of February 27, 1941, it is to take effect 
as of March 1, 1941, and Minnesota Power & Light Company has requested 
that it be allowed to take effect as of that date; 

(d) The rate provided in said rate schedule FPC No. 5, if applied to sales 
made to Northern Power Company and Superior Water, Light & Power Com- 
puny during the year 1940, would have resulted in a rate reduction of ap- 
proximately 10.6 percent, and on the basis of estimated sales during the year 
1941 will result in a reduction of approximately 11.2 percent; 

(e) The Commission is advised that the Superior Water, Light & Power 
Company is now engaged in the construction of increased steam generating 
facilities at its Winslow station in Superior, Wisconsin, for which it has obtained 
a certificate of convenience and necessity from the Public Service Commission 
of Wisconsin ; 

(f) The construction of such additional facilities by the Superior Water, 
Light & Power Company, which it is estimated will be in operation by Febru- 
ary, 1942, will enable that company to discontinue its large and continuous pur- 
chases of electric energy from the Minnesota Power & Light Company, and, 
will result in an entirely new contractual arrangement whereby the Minnesota 
Power & Light Company will furnish energy as a stand-by or emergency serv- 
ice, and on an interchange basis; 

(g) At such time as the new contractual arrangements mentioned above in 
paragraph (f) are effected, the Minnesota Power & Light Company will be 
required to file a superseding schedule of rates and charges for such changes in 
service ; 

The Commission finds: 

That the public interest will be served by allowing said rate schedule FPC No. 
5 to take effect as of March 1, 1941, and by a termination of all proceedings 
pursuant to said order of investigation issued on June 20, 1939; 

The Commission orders: 

(A) That the said rate schedule as contained in the agreement of February 
27, 1941, between the Minnesota Power & Light Company, the Northern Power 
Company, and the Superior Water, Light & Power Company, as filed with the 
Commission on March 3, 1941, designated in the files of the Commission as 
Minnesota Power & Light Company rate schedule FPC No. 5, be and it is 
hereby allowed to take effect as of March 1, 1941; 

(B) That said rate schedule shall be deemed to have been filed and published 
in compliance with the Federal Power Act; 

(C) That nothing in this order shall be construed as constituting approval 
by this Commission of any rate, provision, or condition contained in the agree- 
ment referred to herein, and is without prejudice to any finding or orders which 
may be made by the Commission in any proceeding hereafter instituted ; 

(D) That the rate proceedings in the matter instituted pursuant to the Com- 
mission’s order of June 20, 1939, be and they are hereby terminated, provided 
that the show-cause order of February 23, 1940, shall remain in full force and 
effect. 
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Order authorizing surrender of license (transmission line) 
Public Service Company of Colorado 
(Project No. 519) 
March 11, 1941 


Upon application filed October 19, 1940, by Public Service Company of Colorado, 
licensee for transmission-line, project No. 519, affecting lands of the United States 
within the Arapaho and Roosevelt National Forests, Colorado; and 

It appearing that: 

(a) The application states that need for the line no longer existing, its removal 
was completed on October 15, 1940; 

(b) The licensee’s copy of the license instrument has been returned to the Com- 
mission ; 

(c) The Acting Chief, Forest Service, has reported that the lands of the United 
States formerly occupied by the project have been restored to a condition satis- 
factory to the Forest Service; 

(d) The annual charges under the license for the project for the year 1940 and 
part of the year 1939 have not been paid; 

The Commission, having considered the application and the project record, 
finds: 

(1) That upon compliance with the condition hereinafter imposed, authoriza- 
tion of surrender of license would be appropriate; 

(2) That under the circumstances, public notice is not necessary; and 

It is ordered: 

That surrender of the license for project No. 519 be and it is hereby authorized, 
as of October 15, 1940, effective upon payment of the annual charges under the 
license to and including such date. 


Order authorizing issuance of license (major) 
Pacific Gas and Blectric Company and Sacramento Valley Utility Co. 
(Project No. 1403) 
March 11, 1941 


Upon application filed January 2, 1940, by Sacramento Valley Utility Co. of San 
Francisco, California, for license for the construction, operation, and maintenance 
of a power plant and other project works on the Yuba River, affecting lands of the 
United States in Nevada County, California; and 

Upon joint application filed January 25, 1941, by Pacific Gas and Electric Com- 
pany and Sacramento Valley Utility Co., supplementing the aforesaid January 2, 
1940, application and requesting that the license for the power plant be issued to 
the joint applicants; and 

It appearing that: 

(a) The proposed project, which consists of a concrete powerhouse 40 by 60 feet 
with an annex 20 by 60 feet, a switchyard located about 44 mile downstream from 
the dam with installation to consist of a single generating unit having a 13,500- 
horsepower variable head vertical turbine connected to an 8,800-kilowatt, 12,000- 
volt, 3-phase generator; and a supply conduit approximately 1,210 feet long to 
consist partly of a 9-foot concrete lined pressure tunnel and partly of a 744-foot 
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steel penstock inclosed in a 12%4-foot unlined tunnel, affects one acre of land of 
the United States acquired by the War Department in connection with construc- 
tion of a debris control dam to be known as the Upper Narrows Debris Dam; 

(b) The aforesaid January 2, 1940 application was filed pursuant to a prelimi- 
nary permit issued by the Commission to Sacramento Valley Utility Co. on Decem- 
ber 19, 1988, and the proposed project will be used in connection with the Upper 
Narrows Debris Dam now under construction on the Yuba River by the California 
Debris Commission ; 

(c) The Chief of Engineers, War Department, has reported favorably on the 
aforesaid January 2, 1940 application ; 

(d) The Commissioner, Bureau of Reclamation, has reported favorably on the 
aforesaid January 2, 1940, application ; 

(e) The Department of Finance of the State of California, on December 30, 
1988, issued to Sacramento Valley Utility Co. a conditional release from priority, 
permitting the use of Yuba River water for power purposes; 

(f) Under the provisions of the act approved March 1, 1893, entitled “An 
act to create the California Debris Commission and regulate hydraulic mining 
in the State of California,” as amended, the Secretary of War is authorized to 
fix the charges for supplying storage for water by, and use of outlet facilities of, 
the Upper Narrows Debris Dam for power development ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicants are corporations organized under the laws of the State 
of California and have submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project, with the exception of State water rights; 

(2) That no other application for the use of the aforesaid lands, or in conflict 
therewith, is before the Commission ; 

(3) That notice of the filing of the application for the aforesaid preliminary 
permit has been duly given and published ; 

(4) That the project is to be used in connection with a Government dam on 
Yuba River and, under the circumstances, is best adapted to a comprehensive plan 
for the improvement and utilization of water-power development, and for other 
beneficial public purposes, including recreational purposes ; 

(5) That construction of the Upper Narrows Debris Dam will assist in hy- 
draulic mining operations in this region and the issuance of a license for power 
development at the dam will not affect the development of any water resources 
for public purposes which should be undertaken by the United States itself; 

(6) That the horsepower capacity hereinafter authorized to be installed in the 
project will be 12,250 horsepower and the energy generated thereby will be used 
by Pacific Gas and Electric Company in its public distribution system serving 
almost all of northern California ; 

(7) That the amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of Part 
I of the Federal Power Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified ; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(9) That the maps, plans, and specifications, filed as part of the January 2, 
1940, application and designated as exhibits K (FPC No. 1408-3), L-1, L-2, and 
L-3 (FPC Nos. 1403-4, 5, and 6), and M, respectively, conform to the Commis- 
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sion’s rules and regulations, and exhibits L-4 (FPC No. 1403-7), and L-5 (FPC 
No. 1403-8), respectively, substantially conform therewith and require revision ; 
and 

It is ordered: 

(A) That a license be issued for a period of 50 years (unless sooner terminated 
as hereinafter provided) to Pacific Gas and Electric Company and Sacramento 
Valley Utility Co., as joint licensees, for the construction, operation, and main- 
tenance of the project affecting the aforesaid lands of the United States, subject 
to the provisions of the Act and the rules and regulations thereunder, effective, 
however, only upon compliance with the following conditions : 

(i) No agreement concerning the ownership, control, or operation of the proj- 
ect or the disposition of the power generated by it shall be effective until filed 
with, and approved by, this Commission ; : 

(ii) That the joint licensees shall have filed with this Commission a copy of 
a valid contract entered into by the joint licensees with the Secretary of War 
covering the storage for water and use of outlet facilities from said debris dam 
and fixing the annual payments required to be made by the joint licensees there- 
under, pursuant to section 23 of the California Debris Commission Act, as 
amended ; 

(iii) Pacific Gas and Electric Company shall have submitted evidence satis- 
factory to this Commission of approval by the State of California of participa- 
tion by said company in the use of waters of the Yuba River jointly with Sacra- 
mento Valley Utility Co. in connection with said project and the use and en- 
joyment of all the necessary water rights under the laws of the State of 
California ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects, and the following special provisions: 

(i) The plans for and the method of constructing the power tunnel shall 
be approved by the California Debris Commission ; 

(ii) Insofar as any material is dredged or excavated in the prosecution of 
the work herein authorized, it shall be removed and deposited so it will not 
interfere with navigation, and to the satisfaction of the California Debris 
Commission ; 

(iii) The United States reserves the right to fill the reservoir with debris 
to such a height and at such rate as it may desire; 

(iv) The operations of the joint licensees, so far as they affect the use, 
storage, and discharge from storage of water, shall at all times be controlled 
by such reasonable rules and regulations as the Secretary of War or the Cali- 
fornia Debris Commission may prescribe in the interest of navigation and 
of debris and flood control and as this Commission may prescribe for the fullest 
practicable use of such water for power purposes, and such operations shall 
be otherwise in accordance with applicable laws of the State of California 
and the conditional and limited water rights of the joint licensees on the Yuba 
River thereunder ; 

(v) The operation of the proposed development, insofar as it affects river 
flow, shall be in accordance with that certain agreement between the Depart- 
ment of Finance of the State of California and Sacramento Valley Utility Co., 
executed December 30, 1938, and accepted by the latter on December 31, 1938, 
designated “Release from Priority of Applications 5631 and 5632 to Appropriate 
Water from the Yuba River, filed by Department of Finance, pursuant to Chap- 


ter 286, Statutes of California 1927, as Amended, Subject to Conditions and 
Limitations as Stated”; 
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(vi) The joint licensees shall cooperate in maintaining and keeping the 
records of the water stage recorder to be installed in the gate house, in ac- 
cordance with the directions of the U. 8. Geological Survey ; 

(C) That the license shall provide that, after the first twenty (20) years of 
operation of the project, 6 percent per annum is the specified rate of return 
on the net investment in the project under license for determining surplus 
earnings, in accordance with the provisions of section 10 (d) of the Act, for 
the establishment and maintenance of amortization reserves to be held until 
the termination of the license, or in the discretion of the Commission, to be 
applied from time to time in reduction of the net investment in the project, 
and one-half of all surplus earnings in excess of 6 percent per annum received 
in any calendar year shall be paid into and held in such amortization reserves; 

(D) That the happening of any of the following events of default shall 
constitute grounds for revocation of this license: 

(i) The default in the payment of any sum due and payable under the 
Federal Power Act, this license or the aforesaid agreement with the Secretary 
of War, or any other sum due and payable pnder any agreement, permit, or 
otherwise affecting the utilization of the waters of the Yuba River in connection 
with this project; 

(ii) The breach of the Federal Power Act, this license or any such agree- 
ment or permit; or 

(iii) The termination of the said release from priority to appropriate water 
from the Yuba River granted for the benefit of the joint licensees by the State 
of California ; 

(E) That subject to the provisions of section 10 (e) of the Act, the joint 
licensees shall pay to the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the installation 
authorized of 12,250 horsepower, plus two and one-half (2%) cents per 1,000 
kinowatt-hours of energy generated during the fiscal year ended June 30 pre- 
ceding the submission of a bill therefor by the Commission ; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, $10; 

(F) That the joint applicants shall begin construction of the project within 
€ months of the date of the license and shail thereafter diligently prosecute 
such construction to completion by December 30, 1942; 

(G) That the maps, plans, and specifications specified in finding (9) above, 
be and they are hereby approved for incorporation in the license, with the 
exeeption of a revision of exhibit L-4 (FPC No. 1403-7) to show adequate 
stability of the powerhouse foundation adjacent to the draft tubes, and a 
revision of exhibit L-5 (FPC No. 1408-8) to include the design of the retaining 
wall and back fill along the switchyard, a revised plan being required to 
adequately provide for this facility. 


Order granting exemption from payment of annual charges 
The Central Nebraska Public Power and Irrigation District 
(Project No. 1417) 
March 11, 1941 


Upon application filed January 30, 1941, by The Central Nebraska Public 
Power and Irrigation District, licensee for project No. 1417, for exemption from 
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payment of annual charges for the year ended December 31, 1940, pursuant to 
the terms of section 10 (e) of the Federal Power Act and the Commission's 
regulations thereunder, on the ground that the project is still under construc- 
tion and no energy has been generated; and 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that no power was 
generated by the licensed project during the year 1940 because the project is 
still under construction; and 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the 
license for project No. 1417 for payment of annual charges for the year ended 
December 31, 1940, in the amount of $965.00. 


Order allowing rate schedule to take effect 
Cities Service Gas Company 


March 11, 1941 





It appearing to the Commission that: 
(a) On February 3, 1941, Cities Service Gas Company filed with the Federal 
Power Commission a contract dated January 30, 1941, with Western Light & 
Telephone Company, designated as Cities Service Gas Company rate schedule 
FPC No. 65, providing for sale and delivery of natural gas by Cities Service 
Gas Company to Western Light & Telephone Company ; 

(b) By the terms of said agreement it is to take effect as of December 12, 
1939, and Cities Service Gas Company has requested that it be allowed to take 
effect as of that date; 

(c) Good cause has been shown for allowing Cities Service Gas Company rate 
schedule FPC No. 65 to take effect as of December 12, 1939; 

The Commission orders: 

(A) That the said rate schedule as contained in the agreement of January 
30, 1941, between the Cities Service Gas Company and Western Light & Tele- 
phone Company, as filed with the Commission on February 3, 1941, designated 
in the files of the Commission as Cities Service Gas Company rate schedule 
FPC No. 65 be and it is hereby allowed to take effect as of December 12, 1929; 

(B) That said rate schedule shall be deemed to have been filed and pub- 
lished in compliance with the Natural Gas Act; 

(C) That nothing contained in this order shall ba construed as a waiver of 
the requirements of section 7 (b) of the Natural Gas Act; nor shall it be con- 
strued as constituting approval by this Commission of any rate, provision, or 
condition contained in the contract referred to herein ; 

(D) That this order is without prejudice to any findings or orders which may 
be made by the Commission in any proceeding now pending or hereafter insti- 
tuted against Cities Service Gas Company. 
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Order denying permission to use account 141, extraordinary property losses 


New Hampshire Gas and Electric Company 


(Docket No. IT-5679) 
March 11, 1941 


Upon application of New Hampshire Gas and Electric Company, filed Febru- 
ary 11, 1941, pursuant to the provisions of Account 141, Extraordinary Property 
Losses, of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, for permission to use such account to amortize the loss 
realized upon the sale of certain distribution facilities ; 

It appearing to the Commission that: 

(a) As of November 1, 1940, the applicant, New Hampshire Gas and Elec- 
tric Company, sold its distribution facilities in the towns of Brookline and 
Hollis, New Hampshire, at a book loss of $32,560.71 ; 

(b) Applicant seeks permission to include $27,883.48 of such book loss in 
Account 141, Extraordinary Property Losses, and to dispose of such amount 
over the period January 1, 1941, to December 31, 1943, by charges to Account 
414, Miscellaneous Debits to Surplus; 

(c) Account 141, Extraordinary Property Losses, provides for the use of 
such account, with the permission of the Commission, for the amortization 
of (1) losses in service value of property abandoned or otherwise retired from 
service which are not provided for by the depreciation or other reserves and 
which could not reasonably have been foreseen and provided for; and (2) 
extraordinary losses such as unforeseen damages to property which could not 
reasonably have been anticipated and which are not covered by reserves or 
by insurance ; 

(d) Electric plant accounts instruction 12-F requires that losses on sales 
of operating unit or system property shall be charged to Account 414, Miscel- 
laneous Debits to Surplus, unless otherwise ordered by the Commission. 

The Commission, having considered said application and other matters of 
record and in the files of the Commission, furnished by applicant, finds: 

(1) That applicant owns and operates facilities for the transmission of 
electric energy in interstate commerce and for the sale of electric energy at 
wholesale and interstate commerce, is engaged in the business of such trans- 
mission and sale, and is, therefore, a public utility within the meaning of the 
Federal Power Act; 

(2) That as of December 31, 1939, the surplus account of applicant reflected 
a balance of $236,669.33, which amount is sufficient to absorb currently the loss 
referred to in paragraph (a@) above without materially disturbing the financial 
position of applicant ; 

(3) That good and sufficient cause has not been shown why permission of 
the Commission should be granted authorizing the use of Account 141, Extraor- 
dinary Property Losses, for the amortization of the loss realized as described 
in paragraph (b) above; and why the amount of such loss should not be 
immediately charged to Account 414, Miscellaneous Debits to Surplus, in accord- 
ance with the provisions of electric plant accounts instruction 12-F; 

Therefore, the Commission orders: 

(A) That the application of New Hampshire Gas and Electric Company for 
permission to include $27,883.48 of the loss realized upon the sale of its dis- 
tribution properties in the towns of Brookline and Hollis, New Hampshire, 
in Account 141, Extraordinary Property Losses, and to amortize such amount 
over a period subsequent to January 1, 1941, be and it is hereby denied; 
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(B) That New Hampshire Gas and Electric Company dispose of the ameunt of 
the loss realized upon the sale of its distribution properties referred to above 
by a charge to Account 414, Miscellaneous Debits to Surplus, as of November 
1, 1940, in accordance with the provisions of Account 392, Electric Plant Sold, 
and electric plant accounts instruction 12-F; 

(C) That New Hampshire Gas and Electric Company shall, within 30 days 
after issuance of this order, submit to the Commission the journal entries it 
proposes to make in conformity with this order and any correcting journal 
entries required in connection therewith. 


Order denying motion to include examiner’s report in.record 
The Hartford Electric Light Company 
(Docket No. IT-5560) 
March 18, 1941 


Upon consideration of the motion, filed on March 5, 1941, by The Hartford 
Electric Light Company, respondent herein, to include the trial examiner’s report 
in the record of the proceedings; it appearing to the Commission that all the 
reasons assigned therein and the remedies sought are available to the respondent 
in filing an application for rehearing, pursuant to section 313 (a) of the Federal 
Power Act; 

The Commission orders: 

That the motion be and it is hereby denied. 


Order approving licensee’s contract for sale of energy 
Brazos River Conservation and Reclamation District 
(Project No. 1490) 

March 14, 1941 


The Brazos River Conservation and Reclamation District, an agency of the 
State of Texas with its principal office at Mineral Wells, and licensee for project 
No. 1490, having filed, by its power committee, on March 10, 1941, a certain con- 
tract providing for the sale of the entire output of its power plant at Possum 
Kingdom Dam and the purchase of the same by Brazos River Transmission Elec- 
tric Cooperative, Inc., and the parties to said contract having requested approval 
thereof by this Commission; and 

It appearing to the Commission that: 

(a) The Attorney General of Texas, by written formal opinion dated March 6, 
1941, has approved said contract “as being within the power of the district to 
make and as being in conformity with the laws of Texas” ; 

(bd) Brazos River Conservation and Reclamation district has filed a copy 
of a resolution of its board of directors, dated February 17, 1941, authorizing 
the power committee thereof to negotiate said contract and present the same 
for signature by the president and secretary of the board of directors, after 
approval of the same by this Commission: 

(c) Brazos River Transmission Electric Cooperative, Inc., on March 12, 1941, 
filed with the Commission a copy of the aforesaid contract duly executed by it; 
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(d) Pursuant to the terms of the license issued for project No. 1490 by this 
Commission to Brazos River Conservation and Reclamation District, it is pro- 
vided that: “The Licensee shall not sell or enter into any contract for the 
sale of electric energy generated by the project unless and until such sale or 
contract of sale shall have been approved by the Commission” ; 

(e) By communication dated March 13, 1941, the Rural Electrification Admin- 
istration advised this Commission that the terms and conditions of the contract 
referred to herein are satisfactory to said Administration and requested that this 
Commission act favorably thereon ; 

The Commission finds: 

(1) That by the execution and performance of the terms of the contract de- 
scribed herein the benefits of low cost electric energy and wide distribution and 
use thereof will be made available at reasonable rates to consumers situated in 
the area served by Possum Kingdom Dam; 

(2) That said contract will be consistent with the public interest and should be 
approved by this Commission ; 

Wherefore the Commission orders: , 

(A) That the contract by and between Brazos River Conservation and Recla- 
mation District and Brazos River Transmission Electric Cooperative, Inc., pro- 
viding for the sale and purchase, respectively, of the entire output of Possum 
Kingdom Dam, project No. 1490, for a period of 25 years, be and it is hereby 
approved ; 

(B) That within 60 days from the date of this order Brazos River Conservation 
and Reclamation District shall transmit to and file with this Commission six 
duly conformed copies of said contract as finally dated and executed, together 
with six copies each of the opinion of the Attorney General of Texas, dated March 


6, 1941, approving the same, and the resolution of the board of directors of said 
district, dated February 17, 1941, authorizing execution of the same; 

(C) That this order shall be without prejudice to any appropriate exercise of 
administrative or regulatory action and determination hereafter undertaken by 
this Commission or by any other appropriate state or Federal agency. 


Vacation of withdrawal under section 24 of the Federal Power Act 
(Project No. 1213) 


March 18, 1941 

It appearing that: 

(a) Under the provisions of section 24 of the Federal Power Act and pur- 
suant to filing of application by Idaho Power Company for license for trans- 
mission line project No. 1313, all portions of the following tracts lying within 
25 feet of the center line of the transmission line location, were, from May 
1, 1935, reserved from entry, location, or other disposal under the laws of 
the United States until otherwise directed by the Commission or by Congress: 


Bcise meridian, Idaho 


T.3 N., R. 5 W., sec. 5, S4SWY,; 
sec. 6, 848%; 
sec. 7, NKYNWi,; 
sec. 8, NI4NW\. 

T. 3 N., R. 6 W., sec. 1, S4SW%; 
sec. 2, SEY%SE\; 
sec. 11, N%N%; 
sec. 12, N%4NE\. 
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Willamette meridian, Oregon 


. 22 S., R. 46 EB, sec. 34, S44SE%; 
sec. 35, N1%4SE%, EXSWH%, SWYSWY%. 
T. 23 S., R. 46 E., sec. 2, lot 4; 
sec. 3, lots 1 and 2; 
T. 22 S., R. 47 E., sec. 31, lot 2 and SWY4NW%. 


(b) By order dated September 7, 1937, the Commission accepted surrender 
of the license for transmission line project No. 1313, effective as of March 
81, 1936, for the reason that the use for which the line was constructed had 
ceased, and the line had been removed ; 

(c) The Commissioner, Bureau of Reclamation, has reported that many 
reclamation homestead entries on its Owyhee project are subject to the trans- 
mission line right-of-way as provided by the power withdrawal, and inas- 
much as the line has been removed, a vacation of the power withdrawal should 
be made; 

The Commission, having considered the project record and all pertinent data, 
finds: 

That under the circumstances, the aforesaid power withdrawal under sec- 
tion 24 of the Federal Power Act pertaining to the above described lands is no 
longer necessary or desirable; and 

It is ordered: 

That the power withdrawal of the lands described in paragraph (a) above, 
under the provisions of section 24 of the Federal Power Act pursuant to filing 
of application for license for transmission line project No. 1313, be and it hereby 
is vacated. 


Order granting partial exemption from payment of annual charges and waiving 
penalties 


City of Ketchikan, Alaska 
(Project No. 420) 
March 18, 1941 


Upon application filed February 3, 1941, by City of Ketchikan, Alaska, licensee 
for project No. 420, for exemption from payment of annual charges for the 
year 1940, pursuant to the terms of section 10 (e) of the Federal Power Act 
and the regulations of the Commission thereunder, on the grounds that part 
of the power developed by the project was used for municipal or state purposes; 
and 

The Commission, having considered the application and the project record, 
finds: 

(a) That the licensee, as a municipality within the definition in section 3 
(7) of the Federal Power Act, is entitled to claim exemption from the payment 
of annual charges under section 10 (e) of the Act; 

(b) That the licensee has submitted satisfactory evidence that 7.2244 percent 
of the total power generated by the licensed project during the year ended 
December 31, 1940, was used for municipal purposes ; 

(c) That it is consistent with the public interest to waive any penalties aris- 
ing out of delay in filing the application; and 
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It is ordered: 

(A) That the licensee be and it is hereby exempted from liability under the 
license for project No. 420 for payment of 7.2244 percent of annual charges for 
the year 1940 or $22.54, leaving a balafice of $289.47 now due, payment of which 
shall be made within 30 days from the date of receipt by the licensee of a copy 
of this order; 

(B) That payment of penalties be and it is hereby waived. 


Order granting permission under balance sheet accounts instruction 6-H 
Florida Power Corporation 
(Docket No. IT-5672) 
March 18, 1941 


Upon applications of Florida Power Corporation filed January 29, 1941, and 
February 19, 1941, pursuant to the provisions of balance sheet accounts instruc- 
tion 6-E of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees, for permission to amortize unamortized debt 
discount and expense and call premiums of a certain issue of debentures to be 
refinanced and redeemed ; 

It appearing to the Commission that: 

(a) Applicant proposes to refund and redeem at the earliest practicable date 
all of its outstanding 5% sinking fund debentures, due December 1, 1946, in the 
principal amount of $1,933,000, as of the date of the application, exclusive of 
$27,000 principal amount, cash for the retirement of which is on deposit with 
the trustee; 

(b) Applicant proposes to issue and sell at par $2,000,000 principal amount 
of 312% serial debentures, the final maturity of which will be February 1, 1956; 
the proceeds from such sale to be used for the redemption of the outstanding 
debentures described in paragraph (@) above; 

(c) As of February 28, 1941, the estimated balance of applicant’s unamor- 
tized debt discount and expense associated with its outstanding 5% sinking 
fund debentures was $216,876.79; which amount added to call premiums to be 
paid on the redemption of such debentures amounting to $38,660.00 makes a 
total of $255,536.79 to be disposed of ; 

(d) Applicant seeks permission to amortize the unamortized debt discount and 
expense applicable to the 5% sinking fund debentures, as at February 28, 1941, 
and the call premium to be paid on redemption of such debentures, by charges to 
income in equal monthly installments at the rate of $72,000 annually; the 
annual interest savings resulting from the refunding operation accelerating the 
amortization ; 

(e) Balance sheet accounts instruction 6—E of the Commission’s Uniform Sys- 
tem of Accounts provides that unamortized debt discount, expense or premiums 
be charged to Account 414, Miscellaneous Debits to Surplus, when long-term 
obligations are refinanced and redeemed by another issue before the date of 
maturity of the first issue, unless the permission of the Commission be obtained 
to amortize such amounts over a period subsequent to the date of redemption; 

The Commission having considered said application and other matters of record 
and in the files of the Commission, furnished by applicant, finds: 

(1) That applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale 
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in interstate commerce, is engaged in the business of such transmission and sale, 
is a licensee under the Federal Power Act, and is, therefore, a public utility and a 
licensee subject to the jurisdiction of this Commission within the meaning of the 
Federal Power Act; 

(2) That as of November 30, 1940, the earned surplus account of applicant 
reflected a balance of $311,287.24, which amount is insufficient to absorb cur- 
rently the unamortized amounts of debt discount and expense and call premiums, 
referred to in paragraph (c) above, without materially disturbing the financial 
position of applicant ; 

(3) That good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E ; 

Therefore, the Commission orders: 

(A) That the applicant, Florida Power Corporation, upon completion of the 
proposed refinancing, shall credit unamortized debt discount and expense and 
call premiums, associated with its 5% sinking fund debentures, due December 1, 
1946, with an amount equivalent to any tax savings resulting from the proposed 
refunding operation ; 

(B) That permission be and it is hereby granted applicant to amortize the 
unamortized balance of debt discount and expense, as of February 28, 1941, and 
the call premiums, associated with its 5% sinking fund debentures, less tax sav- 
ings, referred to in paragraph (A) above, by equal monthly charges of not less 
than $6,000.00 each to Account 531, Amortization of Debt Discount and Expense, 
beginning with the month of March 1941; 

(C) That the permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order granting partial exemption from payment of administrative charges and 
waiving penalties 


Grand River Dam Authority 
(Project No. 1494) 
March 18, 1941 


Upon application filed January 29, 1941, by Grand River Dam Authority, 
licensee for project No. 1494, for exemption from payment of annual charges 
for the year 1940, pursuant to the terms of section 10 (e) of the Federal 
Power Act and the regulations of the Commission thereunder, on the grounds 
that part of the power generated by the project was used for municipal pur- 
poses and the project was not operated at a profit; and 

It appearing that: 

The Commission’s statement for annual charges for the project for the year 
1940 covered administrative charges only and stated that land charges are to 
accrue until determined later ; 

The Commission, having considered the application and the project record, 
finds: 

(a) That the licensee, as a municipality within the definition in section 3 
(7) of the Federal Power Act, is entitled to claim exemption from the payment 
of annual charges under section 10 (e) of the Act; 
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(b) That the licensee has submitted satisfactory evidence that 97.2341 per 
cent, of the total power generated by the licensed project during the year 
ended December 31, 1940, was sold to the public without profit or used for 
municipal purposes ; os 

(c) That it is consistent with the public interest to waive any penalties 
arising out of delay in filing the application for exemption; and 

It is ordered: 

(A) That the licensee be and it is hereby exempted from liability under 
the license for project No. 1494 for payment of 97.2341 per cent. of annual 
administrative charges for the year 1940 or $1,166.81, leaving a balance of 
$33.19 now due, payment of which shall be made within 30 days from the date 
of receipt by the licensee of a copy of this order; 

(B) That payment of penalties on such administrative charges be and it is 
hereby waived. 


Order granting exemption from payment of annual charges 
Gila Valley Power District 


(Project No. 482) 


March 19, 1941 


Upon application filed January 31, 1941, by Gila Valley Power District, licensee 
for project No. 482, for exemption from payment of annual charges for the year 
ended December 31, 1940, pursuant to the terms of section 10 (e) of the Federal] 
Power Act and the Commission’s regulations thereunder, on the ground, among 


others, that all of the power transmitted by the project was sold to the public 
without profit ; and 

The Commission, having considered the application and the project record, 
finds: 

(1) That the licensee, as a municipality within the definition in section 3 (7) 
of the Federal Power Act, is entiled to claim exempton from payment of annual 
charges under secton 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that it buys its 
power and sells only to its own members and that during the year 1940 it 
suffered a net loss of some $948.88; and 

It is ordered: 

That the licensee be and it hereby is exempted from liability under the 
license for project No. 482 for payment of annual charges for the year 1940, in the 
amount of $84.50. 


Order denying amended application for amendment of license 
Arkansas Power & Light Company 
(Project No. 271) 
March 21, 1941 


Upon the amended application filed November 14, 1939, by Arkansas Power & 
Light Company, licensee for project No. 271, for amendment of the license in 
order to postpone indefinitely the construction and completion of the Blakely 
development of the project; and 
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It appearing to the Commission that: 

(a) A preliminary permit was issued April 21, 1922, to the Caddo River 
Power & Irrigation Company for project No. 271 as a comprehensive power 
project consisting of three separate developments on the Ouachita River in 
Arkansas, known as the Carpenter, Remmel, and Blakely developments; a license 
was issued February 7, 1923, for the project pursuant to the terms of ‘the permit ; 
the license was transferred April 14, 1923 to Arkansas Light & Power Company 
and to the present licensee on February 1, 1927; 

(bv) The Remmel development was constructed and put into operation as 
originally required by the license; the Carpenter development was constructed 
and put into operation pursuant to an extension of time granted by the Com- 
mission at the request of the licensee ; 

(ec) The license has twice been amended by the Commission at the request 
of the licensee in order to provide for the postponement of the construction and 
completion of the Blakely development ; 

(d) Actual construction of the Blakely development has not been prosecuted 
in good faith and with due diligence, nor has the licensee submitted the final 
plans therefor required by the license; 

(e) At the hearing on the amended application held December 18-20, 1939, 
the licensee failed to establish when, if ever, it proposed to proceed with or to 
complete the Blakely development; 

The Commission, having considered the amended application, the record of the 
hearing thereon, and all other pertinent data, finds: 

(1) That the license requirements for the construction and completion of the 
Blakely development have not been satisfied nor has the licensee established 
when, if ever, it proposes to construct or complete the development; 

(2) That it will be inconsistent with the public interest and contrary to the 
provisions of the Federal Power Act to grant the request of the licensee for in- 
definite postponement of the construction and completion of the Blakely develop- 
ment of project No. 271; 

Wherefore, the Commission orders: 

That the aforesaid amended application for amendment of the license to post- 
pone indefinitely the construction and completion of the Blakely development of 
the project, be and it hereby is denied. 


Order directing secretary to submit statement of cost 
Henry Ford & Son, Inc. 
(Project No. 13) 
March 25, 1941 


The Commission, having before it the licensee’s statement of claimed cost as 
of October 31, 1923, of project No. 13, in the amount of $1,762,386.60, and an 
examination having been made by the Commission’s staff of the licensee’s books 
and records pertaining to said project; 

It appearing to the Commission that: 

(a) The statement filed by the licensee as the basis for determination of net 
investment in project No. 13, as of October 31, 1923, in the aggregate sum of 
$1,762,386.60 includes no amount for interest during construction ; 

(b) No claim has been filed by licensee for interest during construction on 
funds expended for project purposes; 

(c) No factual basis is available to the Commission for the determination of 
a reasonable amount for interest during construction applicable to this project; 
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(d) The statement of costs claimed by the licensee for project No. 18, as of 
October 31, 1923, distributed by accounts, is as shown in the following tabulation: 





I. INTANGIBLE FIXED CAPITAL 


Account 

No. Account title Claimed cost 
Fe ee eee ne racket ere add eigen eet $210. 45 
23 Miscellaneous intangible capital__.._._..----____----_--------. 8, 626. 74 





Il, TANGIBLE FIXED CAPITAL 


Production capital 





Power-plant structures 


28:. Reservoize, amas, amd Lrvte CO cscninss ne tii ees it etme 3A, 201. 51 

29 Forebays, penstocks, and tailraces___..-..-_--.-..---.----.-. 415, 163. 78 

31 Water turbines and water wheels.___-.-.---_...-.---------.- 263, 333. 26 e 
2  Mhertele: equpeneut ac 4c cst nee eight 347, 999. 49 

34 Miscellaneous power-plant equipment-...-_.-----..---..-.~- 1, 452. 


































cca i a he clea ee ad see rete 


Now, therefore, the Commission orders: 
(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission’s 
Rules of Practice and Regulations, adopted April 19, 1938, and made effective 
June 1, 1938, are hereby waived for the purpose of this determination ; 

(B) That the Secretary submit to the licensee, for its acceptance and approval, 
the attached statement of costs claimed for project No. 13, which said statement 
upon being accepted and agreed to by the licensee and returned to the Commis- 
sion will, by order, be adopted by the Commission as its determination of the 
actual legitimate original cost of said project as of October 31, 1923. 








Order approving reclassification of electric plant accounts, disposilion of amounts 
in account 107, electric plant adjustments, and disposition of amounts in ac- 
count 108.17, common utility plant adjustments 


Peoples Light Company 
(Docket No. IT-5671) 
March 25, 1941 





It appearing to the Commission that: 
(a) On January 16, 1989, Peoples Light Company, hereinafter referred to as 
company, filed and submitted proposed reclassification and original cost studies 
required by electric ‘plant accounts instruction 2—D of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, effective Janu- 
ary 1, 1937, and the Commission’s order of May 11, 1937; 

(b) The Commission’s staff has made a field study of the company’s proposed 
reclassification and original cost studies with respect to electric and common 
utility plant of the company and on March 26, 1940, submitted a report entitled 
“Peoples Light Company, Davenport, Iowa, Report on the Reclassification and 
Original Cost Studies of Electric Plant as at January 1, 1987”; 

(c) The Commission’s staff report was transmitted to the company on April 
8, 1940, with a request that the accounting adjustments indicated in the report 
be made, copies of the adjusting journal entries be submitted and a plan be sub- 
mitted for disposing of the amounts shown in such report as established in Ac- 
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count 107, Electric Plant Adjustments, and Account 108.17, Common Utility 
Plant Adjustments within Account 108, Other Utility Plant ; 

(d) By order adopted January 28, 1941, the Commission ordered that the 
company show cause at a public hearing why the adjustments proposed in the 
Commission’s staff report should not be made and why disposition of the amounts 
established by such report in Account 107, Electric Plant Adjustments, and in 
Account 108.17, Common Utility Plant Adjustments, within Account 108, Other 
Utility Plant, should not be made; 

(e) Thereafter, by petition filed with the Commission on March 18, 1941, the 
company requested the Commission’s approval of a certain journal entry to re- 
flect the adjustments proposed by the Commission’s staff in their “Report on the 
Reclassification and Original Cost Studies of Electric Plant as at January 1, 
1937,” with certain minor modifications thereof, and of certain plans for the dis- 
position of the amounts established in Account 107, Electric Plant Adjustments, 
and Account 108.17, Common Utility Plant Adjustments, within Account 108, 
Other Utility Plant; 

(f) The company’s proposed journal entry to reflect the adjustments indi- 
eated by the Commission’s staff, to be recorded as of January 1, 1937, is as 
follows: 


100.1. Electric plant in service: 
Intangible plant : Debit 
302. Franchises and consents $398. 50 
Transmission plant: 
340. Land and land rights 3, 079. 32 
344. Towers and fixtures 106, 533. 96 
345. Poles and fixtures 24, 495. 53 
346. Overhead conductors and devices 93, 066. 41 
347. Underground conduit 818. 08 
348. Underground conductors and devices__ 3, 050. 06 
Distribution plant: 
350. Land and land rights 26, 134. 46 
351. Structures and improvements 67, 824. 57 
352. Station equipment 346, 878. 23 
354. Poles, towers, and fixtures. 261, 142. 03 
355. Overhead conductors and devices______ 293, 433. 48 
356. Underground conduit 106, 602. 90 
357. Underground conductors and devices... 182, 986. 92 
358. Line transformers. 156, 137. 36 
. 6,335.56 
133, 581. 65 
197, 738. 63 
360a. Meter installations 14, 320. 39 
363. Street lighting equipment 81, 953. 42 
General plant: 
871. Structures and improvements 2, 447. 36 
373. Transportation equipment_ 9, 242. 83 
374. Stores equipment 160. 22 
875. Shop equipment 1, 358. 12 
876. Laboratory equipment 11, 501. 91 
377. Tools and work equipment 2, 383. 96 
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108. Other utility plant: 
108.11. Common utility plant in service: 
General plant: . Debit Credit 

370. Land and land rights 9, 947. 48 
371. Structures and improvements 100, 840. 45 
372. Office furniture and equipment___- 45, 305. 80 
373. Transportation equipment 2, 488. 82 

. Stores equipment 3, 476. 02 

. Shop equipment 2, 583. 91 
379. Miscellaneous equipment 6, 915. 53 


171, 558. 01 
108.17. Common utility plant adjustments 
108.2. Gas plant 1, 923, 748. 77 
108.3. Steam plant 232, 673. 75 
Utility plant in process of reclassification $5, 525, 929. 97 


5, 525, 929.97 5, 525, 929. 97 


(g) The company proposes to dispose of the amount of $59,658.18 established in 
Account 107, Electric Plant Adjustments, as follows: 
To Account 250, Reserve for Depreciation, representing unrecorded 
retirements 
To Account 271, Earned Surplus, representing cost of replacing 
CO Cs eececie deinen ees tlincictieonttb een ierasettnscumniotiniais 4, 781. 41 


(h) The company proposes to dispose of the amount of $1,004,685.40 estab- 
lished in Account 108.17, Common Utility Plant Adjustments, within Account 108, 
Other Utility Plant, as follows: 


To Account 151, Capital Stock Expense, representing capital- 

stock fees $2, 000. 00 
To Account 271, Earned Surplus, representing integration costs 

and new business expense 27, 368. 30 
To Account 250, Reserve for Depreciation, representing unre- 

corded retirements 435, 994. 72 
To Account 271, Earned Surplus, representing a portion of the 

excess of book costs of property acquired from predecessors 

over the original cost of such property 400, 000. 00 

Total amount to be disposed of immediately 865, 368. 02 
To Account 537, Miscellaneous Amortization, representing bal- 

ance of excess of book cost over original cost to be amortized 

over a period of not more than 5 years through this account 

beginning with the year 1941, in equal annual installments__ 


The Commissions finds: 


That the preposed journal entry and the plans for disposition of the amounts 
established in Account 107, Electric Plant Adjustments, and Account 108.17, Com- 
mon Utility Plant Adjustments, within Account 108, Other Utility Plant, sub- 
mitted in the petition filed on March 18, 1941, and described in paragraphs (f), 
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(g), and (h) hereof, are in conformity with correct accounting principles and 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees ; 

The Commission orders: 

(A) That the proposed journal entry submitted by the company, as described 
in paragraph (f) hereof, be and it is hereby approved; provided, however, that 
such approval shall be construed as applying only to electric and common utility 
plant ; 

(B) That the company dispose of the amounts of $59,658.18 and $1,004,685.40 
established in Account 107, Electric Plant Adjustments, and Account 108.17, Com- 
mon Utility Plant Adjustments, within Account 108, Other Utility Plant, respec- 
tively, as described in paragraphs (g) and (h) hereof; : 

(C) That the proposed journal entries submitted by the company as a part of 
its petition filed on March 18, 1941, reflecting the accounting disposition of the 
amounts included in Account 107, Electric Plant Adjustments, and Account 108.17, 
Common Utility Plant-Adjustments, within Account 108, as described in para- 
graphs (g) and (/) hereof, be and they are hereby approved; 

(D) That the permission granted herein shall not be construed as a finding 
with respect to the original cost of the properties of said company ; 

(E) That the order to show cause, adopted on January 28, 1941, in the above- 
entitled matter, be and the same is hereby dismissed, and the hearing now set for 
March 31, 1941, be and it is hereby canceled. 


Order directing secretary to submit statement of cost 
Ford Motor Company 
(Project No. 362) 
March 26, 1941 


The Commission, having before it the licensee’s statement of claimed cost 
as of January 31, 1925, of project No. 362 in the net amount of $1,463,663.86, 
reduced from $1,464,336.18, by the erroneous application of credits in the sum 
of $672.32 for interest earned on bank balances, and an examination having 
been made by the Commission’s staff of the licensee’s books and records 
pertaining to said project; 

It appearing to the Commission that: 

(a) The statement filed by the licensee as the basis for determination of net 
investment in project No. 362 as of January 31, 1925, in the aggregate sum 
of $1,464,336.18 includes no amount for interest during construction ; 

(6) No claim has been filed by licensee for interest during construction on 
funds expended for project purposes ; 

(c) No factual basis is available to the Commission for the determination of 
a reasonable amount for interest during construction applicable to this project ; 

(d) The statement of costs claimed by the licensee for project No. 362, as 
of January 31, 1925, distributed by accounts, is as shown in the attached 
tabulation. 

Now, therefore, the Commission orders: 

(A) That the provisions of sections 4.3 to 4.6, inclusive, of the Commission's 
Rules of Practice and Regulations, adopted April 19, 1938, and made effective 
June 1, 1988, are hereby waived for the purpose of this determination ; 
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(B) That the Secretary submit to the licensee, for its acceptance and 
approval, the attached statement of costs claimed for project No. 362, which 
said statement upon being accepted and agreed to by the licensee and returned 
to the Commission will, by order, be adopted by the Commission as its determi- 
nation of the actual legitimate original cost of said project as of January 31, 
1925. 


Statement of actual legitimate original cost as of Jan. 31, 1925—Project No. 362 
Account title 


I, INTANGIBLE FIXED CAPITAL 


Account 
No. Amount * 
23 Miscellaneous intangible capital...__.._.........._.....__.. $10, 137. 53 
Il. TANGIBLE FIXED CAPITAL 
1. Production capital 
yO ee ee 607, 205. 62 
SE FOE SI cnciieiticthic soekanticaperensnietuactetenntiiciaigiapacaibinainasie 888. 24 
29 Forebays, penstocks, and tailraces_.....__...._......----~--.- 221, 000. 83 
ee BS ee a 189, 370. 31 
32 Powerhouse electric equipment___.___._..._---__..-...-----_- 433, 021. 24 
34 Miscellaneous power plant equipment.__...-.___...___-_______ 2, 072. 93 
2. Transmission capital 
40 Transmission underground conduits__....._-..-.---.-_--_-- 639. 48 


Wate te itetictid cab tS ie ee ee 1, 464, 336. 18 


2 Project costs prior to erroneous application of credits for interest earned on working 
fund bank balances. 


Ford Motor Company, licensee of project No. 362, hereby consents to and 
accepts the foregoing statement as representing the actual legitimate original 
cost, as of January 31, 1925, of said project. 

In testimony whereof, the licensee, a corporation, has caused its name to be 


hereto signed, and its corporate seal to be affixed this___.__ GRE, Beers e—mitow . 
SN I eae siiatial ite tarntitiaiatalilea Milian ds a atest see , pursuant to a resolution of its 
board of directors passed on the. ~-~--~~- gf ee , 1941, a certified copy 


thereof being hereto attached. 
Forp Morog Company, 


Order accepting surrender of license (transmission Tine) 
The Montana Power Company 
(Project No. 1337) 
April 1, 1941 


Upon application filed February 21, 1941, by The Montana Power Company, 
licensee for transmission line project No. 1337, for surrender of its license for 
the project ; and 
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It appearing to the Commission that: 

The transmission line covered by the license for project No. 1337 has not 
been in operation for some time; that the mining operations served by the 
line have been discontinued and are not likely to be resumed; and that the 
licensee desires to dismantle the line and remove the materials and fittings, 
especially the copper conductors for use in other locations, such reuse being 
necessitated by the shortage of copper, and its priority status under the defense 
program ; 

The Commission, having considered the application and project record, find4: 

That acceptance of surrender of the license is appropriate, under the cir- 
cumstances ; and 

The Commission orders: . 

That surrender of license for project No. 1337 be and it hereby is accepted, 
effective upon the return of the license instrument to the Commission, the 
restoration of the right-of-way to a condition satisfactory to the Forest Service, 
and the payment of annual charges to the date of this order. 


Order dismissing applications for certificates of public convenience and necessity 
for want of jurisdiction 


Western Natural Gas Company; Independent Natural Gas Company 
(Docket Nos. G-168 and G—178) 
April 1, 1941 


It appearing to the Commission that: 

(a) On May 28, 1940, Western Natural Gas Company, and on June 22, 1940, 
Independent Natural Gas Company filed applications for certificates of public 
convenience and necessity under section 7 (c) of the Natural Gas Act; 

(b) Both applications seek authorization for the construction of natural-gas 
pipe lines to provide natural-gas service to the cities of Milwaukee and Madison, 
Wisconsin, and other communities in southeastern Wisconsin ; 

(c) Extended public hearings with respect to the two applications have been 
held, complete records thereon have been made, and all parties, interveners, and 
limited participants herein have had an opportunity to file briefs with regard 
to the matters at issue; 

The Commission, having considered the applications filed, the testimony and 
evidence adduced at the public hearings thereon, and the complete records made 
herein, finds: 

(1) That the cities of Milwaukee and Madison, Wisconsin, and the other com- 
munities in southeastern Wisconsin proposed to be served by the applicants do 
not constitute a market in which natural gas is already being served by another 
natural-gas company ; 

(2) That under section 7 (c) of the Natural Gas Act, the Commission’s juris- 
diction to issue certificates of public convenience and necessity for the construc- 
tion of facilities exists only when it is proposed to construct such facilities for 
the transportation of natural gas to a market in which natural gas is already 
being served by another natural-gas company ; 

The Commission orders: 

That the applications of Western Natural Gas Company and Independent 
Natural Gas Company for certificates of public convenience and necessity under 
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section 7 (c) of the Natural Gas Act authorizing the construction of natural-gas 
pipe lines to Milwaukee and Madison, Wisconsin, and other communities in 
southeastern Wisconsin be and they are hereby dismissed for want of juris- 
diction. 


Order instituting investigation, notice to produce and to show cause, and firing 
date of hearing 


Utah Power & Light Company 
(Docket No. IT—5686) 
April 1, 1941 


It appearing to the Commission that: 

(a) On July 12, 1940, the Utah Power & Light Company filed and submitted 
proposed reclassification and original cost studies required by electric plant ac- 
counts instruction 2-D-of the Commission’s Uniform System of Accounts Pre- 
scribed for Public Utilities and Licensees, effective January 1, 1937, and the 
Commission’s order of May 11, 1937; 

(b) The proposed reclassification and original cost studies filed and submitted 
by Utah Power & Light Company includes, among others, the alleged original 
cost of construction of properties acquired by Utah Power & Light Company or 
its predecessors from the following: L. L. Nunn; L. L. Nunn, trustee; Logan 
Power Company; Telluride Power Company; Knight Investment Company; 
Knight Power Company; Utah County Light & Power Company; Knight Consoli- 
dated Power Company; Electric Company of Provo; Eureka Electric Company ; 
Camp Floyd Electric Company ; Institute Electric Company; Salt Lake & Ogden 
Railway Company; Home Telephone & Electric Company; Davis & Weber 
Counties Canal Company; Idaho-Utah Electric Company; Utah-Idaho Sugar 
Company; Gem State Light & Power Company; Park City Light, Heat & Power 
Company ; Ontario Silver Mining Company; Davis County Light & Power Com- 
pany ; Merchants Light & Power Company; St. Anthony Light & Power Company : 
Idaho Power & Transportation Company; Bear Lake Power Company; Vernal 
Milling & Light Company; Clark Electric Power Company; Green River, Utah 
Municipal Plant; Moab Light & Power Company; Green River (Wyoming) Elec- 
tric Light & Power Company; Kamas-Woodland Telephone Company; Warm 
Springs Power Company; High Creek Electric Light & Power Company; The 
Progress Company; Shelley Light & Power Company; Blacksmith Fork Light & 
Power Company; Evanston Electric Light Company; Willard Power Company; 
and Wasatch Power Company ; 

(c) Agents of the Commission have undertaken a field examination of the Utah 
Power & Light Company’s proposed reclassification and original cost studies filed 
with and submitted to the Commission ; 

(d) In the course of the field examination, the agents of the Commission have 
requested that Utah Power & Light Company make available to them all minute 
books, general and subsidiary books of account, including ledgers, journals and 
vouchers, and all other records, reports, memoranda, data, and information of 
whatsoever nature pertaining to the original cost of construction of the properties 
acquired by Utah Power & Light Company or its predecessors from the companies 
and persons named in paragraph (b) hereof; 

(e) Utah Power & Light Company has failed or refused to make available for 
inspection by the agents of the Commission the books and records enumerated 
in paragraph (d) hereof; 





912 FEDERAL POWER COMMISSION 


(f) To aid in the enforcement of the provisions of the Federal Power Act and 
to aid the Commission’s agents in the examination of the proposed reclassification 
and original cost studies filed and submitted by Utah Power & Light Company 
as aforestated, and in order to determine whether any person has violated or is 
about to violate any provision of said Act, or any rule, regulation or order under 
said Act, appropriate proceedings are necessary or desirable in the public interest, 
to ascertain the whereabouts, possession, control or custody of the minute books, 
general and subsidiary books of account, including ledgers, journals and vouchers, 
and all other records, reports, memoranda, data, and information of whatsoever 
nature pertaining to the original cost of construction of the properties acquired 
by Utah Power & Light Company or its predecessors from _ companies and 
persons named in paragraph (b) hereof; 

The Commission finds: 

That for the purposes mentioned in paragraph (f) above, all minute books, 
general or subsidiary books of account, including ledgers, journals and vouchers, 
and all other records, reports, memoranda, data, and information of whatsoever 
nature pertaining to the original cost of construction of the properties acquired by 
Utah Power & Light Company or its predecessors from the companies and persons 
enumerated in paragraph (0b) hereof, are relevant or material to this proceeding; 

The Commission orders: 

(A) That an investigation be and it is hereby instituted for the purpose of 
‘aiding in the enforcement of the provisions of the Federal Power Act, to aid the 
Commission’s agents in the examination of the proposed reclassification and 
original cost studies filed and submitted by Utah Power & Light Company as 
aforestated, for the purpose of ascertaining whether any person has violated or 
is about to violate the Federal Power Act, or any rule, regulation, or other order 
under the said Act, and for the purpose of ascertaining the whereabouts, posses- 
sion, control or custody of minute books, general and subsidiary books of account, 
including ledgers, journals, and vouchers, and all other records, reports, memo- 
randa, data, and information of whatsoever nature pertaining to the original cost 
of construction of the properties acquired by Utah Power & Light Company, or its 
predecessors from the companies and persons enumerated in paragraph (b) 
hereof ; 

(B) That for the purpose of said investigation a public hearing be held 
commencing on May 5, 1941, at 9:45 a. m., in room 220, Federal Building, Salt 
Lake City, Utah, at which time the Utah Power & Light Company shall produce 
the minute books, general and subsidiary books of account, including ledgers, 
journals, and vouchers, and all other records, reports, memoranda, data, and 
information of whatsoever nature pertaining to the original cost of construc- 
tion of the properties acquired by Utah Power & Light Company or its prede- 
cessors from the companies and persons enumerated in paragraph (b) hereof, 
or shall show cause, if any there be, why said documents heretofore enumerated 
have not been and should not be made available for inspection and examination 
by agents of the Commission, and why the Commission should not institute 
appropriate proceedings against it, its officers, or directors for such failure 
or refusal to comply with the request of the agents of the Commission ; 

(C) That the trial examiner designated to preside at said hearing is em- 
powered to subpena witnesses, compel their attendance, and require the pro- 
duction of any books, papers, correspondence, memoranda, reports, or other 
records described in the above finding. 
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Order granting partial eremption from payment of annual charges 
City of Seattle, Washington 

(Project No. 553) 

April 8, 1941 





Upon application filed March 14, 1941, by city of Seattle, licensee for project 
No. 553, for exemption from payment of annual charges for the year ended 
December 31, 1940, pursuant to the terms. of section 10 (e) of the Federal 
Power Act and the regulations of the Commission thereunder, on the grounds 
that the electric operations of the project were conducted without profit and 
that part of the power developed by the project was used for State or municipal 
purposes; and 

It appearing that: 

By order dated January 28, 1941, the Commission, pursuant to the licensee’s 
application therefor, extended the period for filing its claim for exemption from 
payment of annual charges under the license for the project for the year 1940 
to March 17, 1941; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 10.95248 per- 
cent of the power generated by the licensed project during the year ended 
December 31, 1940, was used by the licensee for municipal purposes, and 2.47028 
percent was sold to State agencies (Port of Seattle, School District No. 1, King 
County, and State of Washington), making a total of 13.42276 percent, which 
would entitle the licensee to partial exemption from liability for payment of 
annual charges to the extent of $1,612.64, leaving a balance to be paid in the 
amount of $10,401.56; and 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the license 
for project No. 553 for payment of 13.42276 percent of the annual charges for 
the year ended December 31, 1940, or $1,612.64, leaving a balance of $10,401.56 
now due, payment of which shall be made within 30 days from the date of receipt 
by the licensee of a copy of this order. 


Order denying application for license (minor) 
Edgar Lee Wright 
(Project No. 1839) 
April 8, 1941 


Upon application filed February 13, 1941, by Edgar Lee Wright, of Weitchpec, 
California, for license for a proposed minor project on Cinder Cap Creek, affecting 
lands of the United States within the Klamath National Forest, Humbqldt County, 
California ; and 

It appearing that: 

(a) Project No. 1115, being a proposed minor projeet on Cinder Cap Creek, 
affecting lands of the United States within the Klamath National. Forest, Hum- 
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boldt County, California, was licensed to applicant on October 27, 1980, for ten 
(10) years from the date of issuance of the license, i. e., October 27, 1930; 

(b) The aforesaid license of October 27, 19380, provided, among other things, 
that “The work of construction under this license shall be completed on or before 
two years from the date of issuance of license. * * *”; 

(c) Applicant filed application on November 15, 1933, for amendment of the 
October 27, 1930, license, so as to extend to October 27, 1934, the time for completing 
construction of the project works, and the Commission on January 22, 1934, 
adopted an order that, among other things, provided for the amendment of the 
aforesaid license so as to extend to October 27, 1934, the time for completing the 
construction of the project works; 

(d) Applicant filed application on November 7, 1934, for further amendment 
of the license of October 27, 1930, so as to extend for an additional period the time 
for completion of the project works; but the Commission took no formal action 
thereon ; 

(e) On October 27, 1940, the license for project No. 1115, issued on October 27, 
1930, expired ; 

(f) Applicant filed application on February 13, 1941, for license, said applica- 
tion being docketed as project No. 1839, for a proposed minor project on Cinder 
Cap Creek, affecting lands of the United States within the Klamath National 
Forest, Humboldt County, California, being the same project site as that upon 
which the license of October 27, 1930, was issued by the Commission ; and 

(g) The Forest Service, through its Acting Chief, recommends that the appli- 
cation for license for minor project No. 1839 be denied, citing in support for 
such recommendation that (a) the whole history of this case indicates that in its 
opinion Mr. Wright has not proceeded in good faith with the project, and (b) 
the cost of supervision in this case appears to have been far in excess of any 
benefits derived ; and (c) the Supervisor of the Klamath National Forest and the 
Regional Office, Forest Service, at San Francisco recommend that the application 
be denied since, in their opinion, no showing of good faith has been made; 

The Commission finds: 

(1) That applicant did not complete work of construction of project No. 1115 
within the time fixed in the license therefor, as extended ; 

(2) That applicant did not prosecute the construction of such project works 
in good faith and with due diligence; 

(3) That the Commission has no assurance applicant will, or is in any better 
position to, prosecute the completion of the project works under a new license than 
he apparently was under the now expired license of October 27, 1930; and 

It is ordered: 

That the aforesaid application for license for minor project No. 1839 be and it 
hereby is denied. 


Order approving proposed transmission line 
The Niagara Falls Power Company 


(Project No. 16) 
April 8, 1941 


Upon consideration of a certain map filed by the licensee on February 18, 
1941, identified as “Detail Map of Project Works in Project 16, Exhibit ‘E’, Map 
No. 3-W, Revised as of December 31, 1988”; 

It appearing that said map is a print of a map filed by the licensee on Sep- 
tember 30, 1939, to which has been added, in red ink, (1) a proposed transmis- 
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sion line cable crossing to be laid on the Rainbow Bridge, now being constructed 
across the Niagara River from Niagara Falls, New York, to Niagara Falls, 
Ontario, to replace like cables which were formerly located on the Falls View 
Bridge and which were a part of the project works of project No. 16, and (2) 
the legend: “Nore.—Feb. 3, 1941, To this map showing project works as of Dec. 
31, 1938, has been added in red the transmission line crossing proposed to be 
laid on the Rainbow Bridge now under construction over the Niagara River. 
These cables will be in substitution for the cables which were formerly located 
on the Falls View Bridge. The Falls View Bridge had been swept away by ice 
on Jan. 27, 1938. The location of the new bridge was not known as of Dec. 31, 
1988” ; 

The Commission orders: d 

That the proposed transmission line, as shown in red ink on said map be, 
and it hereby is, approved as a part of the project works of project No. 16; 
provided that such approval shall be without prejudice to any of the proceedings 
before the Commission with reference to the license for project No. 16, or with 
reference to any proceedings relating to the license for project No. 16 which 
may later be found appropriate. 











Determination for right-of-way under section 24 of the Federal Power Act 
The Pacific Telephone and Telegraph Company 
(Docket No. DA-593—California) 
April 8, 1941 


Upon application (Sacramento 033579) filed by The Pacific Telephone and 
Telegraph Company for a right-of-way for a telephone and telegraph line con- 
duit, under the Act of March 4, 1911 (36 Stat. 1253), requiring a determination 
under section 24 of the Federal Power Act only with respect to the following 
described lands: Mount Diablo meridian, California, T. 33 N., R. 4 W., sec. 4, 
lot 1; T. 35 N., R. 5 W., sec. 2, B% of lot 9. 

And it appearing that: 

(a) Lot 1, sec. 4, T. 33 N., R. 4 W., was withdrawn and reserved pursuant 
to filing of application for preliminary permit for proposed water power project 
No. 397, which application was rejected September 12, 1924; it was also with- 
drawn under the first form on July 29, 1936, upon recommendation by the Bureau 
of Reclamation in connection with the Shasta reservoir unit of the Central 
Valley project; a determination under section 24 of the Federal Power Act in 
docket No. DA-567—California, for a highway right-of-way (Sacramento 
032224) across this tract was made by the Commission on February 13, 1940; 
and the Geological Survey has reported that the Shasta reservoir which is now 
under construction will submerge the lower or southwest part of the tract; that 
the proposed right-of-way crosses the higher part and will not be affected by 
the flowage of the reservoir; and that it has no objection to the approval of 
the proposed right-of-way across this tract if made subject to the provisions of 
section 24 of the Federal Power Act; 

(b) The E% of lot 9, sec. 2, T. 35 N., R. 5 W., was withdrawn by Executive 
Order of June 8, 1926, creating Reservoir Site Reserve No. 17; under the first 
form on November 16, 1932; upon recommendation by the Bureau of Reclama- 
tion in connection with the Kennett (now called Shasta) reservoir site; by 
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order of Power Site Classification No. 267, approved August 24, 1933; it was also 
withdrawn and reserved pursuant to filing of application for license for pro- 
posed water power project No. 1270; and the Geological Survey has reported 
that this tract lies higher than the flowage line of the Shasta reservoir site 
and will not be affected by the reservoir, so that the proposed right-of-way 
will not adversely affect the power or reservoir value of the land; that its value 
for transmission line and conduit location will not be injured materially by use 
of the proposed right-of-way for a telephone and telegraph line; and that it 
has no objection to the approval of the proposed right-of-way across this tract 
if made subject to the provisions of section 24 of the Federal Power Act; 

(c) The Bureau of Reclamation has reported that approval of the application 
will not interfere with any present or contemplated project under the Recla- 
mation Act; 

(d) The value of the lands will not be injured or destroyed for the purposes 
of power development by location thereon of the proposed telephone and telegraph 
right-of-way, if made subject to the provisions of section 24 of the Federal Power 
Act and subject to a suitable stipulation as hereinafter provided ; 

The Commission determines: 

That the value of the above-described lands will not be injured or destroyed 
for the purposes of power development by location thereon of the proposed tele- 
phone and telegraph right-of-way, subject to the provisions of section 24 of the 
Federal Power Act; and subject to the stipulation that if and when the lands are 
required for purposes of power development by the United States or a licensee 
under the Federal Power Act, the grantee of said right-of-way will relocate so 
much thereof, without cost to the United States or its licensee, as may be necessary 
to eliminate interference with such power development. 


Order amending certain licenses 
The Nevada-California Electric Corporation 
(Project Nos. 1388, 1389, 1390 and 1394) 
April 8, 1941 


Upon petition filed February 23, 1940, by The Nevada-California Electric 
Corporation, licensee for project Nos. 1388, 1389, 1390 and 1394, for adjust- 
ment of annual administrative charges for the said projects, heretofore fixed 
and specified by the Commission; and 

It appearing that: 

(a) The licenses for the above projects recite that the annual adminis- 
trative charges thereunder were to commence as of December 1, 1936; 

(b) According to letter dated December 27, 1940, from the Acting Chief, 
Forest Service, and the Commission’s records, the licensee has paid or will 
pay charges in the amount of $41,104.47 under departmental permits and under 
former licenses for project Nos. 595-607, 374, and 508, which licenses were 
surrendered prior to issuance of licenses for project Nos. 1389 and 1394; 

The Commission, having considered the petition and the projects’ records, 
finds: 

That under the circumstances, it would be appropriate to amend each of the 
aforesaid licenses for the projects involved so as to make the annual adminis- 
trative charges fixed and specified therein effective as of the date of issuance 
of each respective license; and 
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It is ordered: 

That each of the aforesaid licenses for project Nos. 1388, 1389, 1390 and 
1394 be amended so as to provide that the annual administrative charges fixed 
and specified therein be effective as of the date of issuance thereof, and pay- 
ment of the annual charges due under each license as herein provided shall be 
made within 30 days of the date of receipt of a corrected bill therefor when 
submitted by this Commission. 


Order permitting joint hearing and consolidating hearings 
Memphis Natural Gas Company 
(Docket Nos. G-202 and G-203) 
April 8, 1941 


It appearing to the Commission that: 

(a) On March 81, 1941, the Railroad and Public Utilities Commission of 
Tennessee filed with the Commission a petition praying, in the alternative, 
that it be accorded the privilege of a joint hearing, a joint board, or inter- 
vention in docket No. G—202; 

(b) Subsequent to the date of the adoption of the Commission’s order in 
docket No. G-202, the Commission adopted a further order in a similar pro- 
ceeding against the same respondent in docket No. G-203; 

(c) The public interest will best be served by a grant of the privilege of 
joint hearing to interested State commissions; 

The Commission orders: 

(A) That all interested state commissions be and they are hereby permit- 
ted to participate in these proceedings in accordance with the provisions of 
section 67.4 of the provisional rules of practice and regulations under the Natu- 
ral Gas Act; 

(B) That for the purpose of hearing, the proceedings in this Commission’s 
docket Nos. G-202 and G—203 shall be consolidated. 


Order authorizing issuance of a certificate of public convenience and necessity 


Kansas Pipe Line & Gas Company and Nebraska Natural Gas Company 
(Docket No. G-201) 
April 8, 1941 


It appearing to the Commission that: 

(a) On March 10, 1941, Kansas Pipe Line & Gas Company (hereinafter 
sometimes referred to as Kansas) filed an application for a certificate of public 
convenience and necessity pursuant to section 7 (c) of the Natural Gas Act 
authorizing it to acquire and operate the assets, facilities, and properties of 
the Nebraska Natural Gas Company (hereinafter sometimes referred to as 
Nebraska), all of which are located in Kansas and Nebraska ; 

(b) The Nebraska Company joined in the application and was represented 
at the public hearings on this matter referred to below; 

(c) Due notice of the filing of the application was given to the regulatory 
commissions of the States of Nebraska and Kansas, and to the Northern 
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Natural Gas Company, and a public hearing in the matter was held April 2, 
1941; no protests with respect to the application have been received ; 

The Commission, having considered the application and the record made 
thereon at the public hearing referred to above, finds: 

(1) That Kansas Pipe Line & Gas Company is a Kansas corporation qualified 
to do business in Nebraska; it transports natural gas from Kansas into Ne- 
braska and among other things sells such natural gas for resale for ultimate 
public consumption in Nebraska and is a natural-gas company as defined in the 
Natural Gas Act; 

(2) That Nebraska Natural Gas Company is a Nebraska corporation qualified 
to do business in Kansas; it transports natural gas from Kansas into Nebraska 
and sells part of such natural gas for resale for ultimate public consumption 
and distributes part of such natural gas in Nebraska and is a natural-gas 
company as defined in the Natural Gas Act; 

(3) That the market of the Nebraska company at the present time consists 
at least of those southeastern and south-central Nebraska communities to which 
it provides natural gas either at wholesale or directly; 

(4) That Kansas Pipe Line & Gas Company proposes to acquire and operate 
facilities for the transportation of natural gas to and in a market in which 
natural gas is already being served by another natural-gas company, to wit, 
Nebraska Natural Gas Company; therefore a certificate of public convenience 
and necessity authorizing such acquisition and operation is required pursuant to 
the terms of section 7 (c) of the Natural Gas Act; 

(5) That Kansas proposes to pay $1,700,000 less the amount of net cash shown 
on the books of the vendor for the properties of the Nebraska Company; this 
price represents the depreciated book cost of the properties of the Nebraska 
Company ; 

(6) That Kansas possesses and has access to reserves of natural gas sufficient 
to enable it to render and maintain adequate natural-gas service to its present 
customers and those customers it will acquire as a result of the proposed purchase 
for a reasonable period in the future; Kansas’ gas supply will come from the 
Otis, Barber, and Hugoton natural-gas fields in the State of Kansas; 

(7) That Kansas proposes to construct certain additional pipe-line facilities 
which will enable it to make available to its customers, present and to be ac- 
quired, a substantial supply of natural gas from the Hugoton natural-gas field, a 
source of supply hitherto not available to such customers ; 

(8) That there will be no abandonment of any natural-gas service now rendered 
to the customers of the Nebraska Company under the proposed acquisition and 
Kansas does not propose any increase in the existing rates now charged Nebras- 
ka’s customers by that company; 

(9) That the price which Kansas will pay for natural gas to be made available 
to the customers of the Nebraska Company will be less than the price presently 
paid therefor by the Nebraska Company ; 

(10) That Kansas has indicated that if a certificate is granted it will institute 
a study of the rates to be charged by it in an effort “to see what can be done 
about rearranging the rate structure to pass on to the public the benefits that 
will accrue in the way of reduced costs” (Transcript, p. 33) ; 

(11) That the financing proposed by Kansas incident to the proposed acqui- 
sition and construction will not adversely affect the ability of Kansas to render 
and maintain adequate natural-gas service ; 

(12) That the present and future public convenience and necessity requires 
and will require the acquisition and operation of the properties of the Nebraska 
Natural Gas Company by the Kansas Pipe Line & Gas Company; 
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The Commission orders: 

(A) That a certificate of public convenience and necessity shall issue to the 
Kansas Pipe Line & Gas Company (name to be changed to the Kansas-Nebraska 
Natural Gas Company, Inc.) authorizing it to acquire and operate the facilities 
and properties of the Nebraska Natural Gas Company in accordance with the 
terms and provisions of the application filed herein ; 

(B) That Kansas Pipe Line & Gas Company shall promptly and formally 
notify the Commission in writing of the consummation of its proposed acquisi- 
tion of the facilities and properties of the Nebraska Natural Gas Company ; 

(C) That unless the proposed acquisition is consummated within 90 days from 
the date hereof the certificate hereby authorized shall be deemed null and void; 

(D) That the certificate hereby authorized shall not be transferable except 
upon express approval of the Commission ; 

(E) That the foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order or in the certificate authorized hereunder shall 
be construed as an acquiescence by this Commission in any estimate or determi- 
nation of cost or any valuation of property claimed or asserted. 


Order confirming and approving temporary rate schedule 
Bonneville Project, Columbia River, Oregon-Washington 
(Docket No, IT-5519) 

April 9, 1941 


It appearing to the Commission that: 

(a) The Administrator of the Bonneville Power Administration, in accord- 
ance with the requirements of section 6 of the Bonneville Act, approved August 
20, 1937 (50 Stat. 731), by letters of March 25 and March 28, 1941, respectively, 
received by the Commission on March 29, 1941, has requested that a temporary 
rate of 4.861 cents per kilowatt-day be approved for the sale and delivery of 
electric energy by the Administrator of the Bonneville Power Administration 
to the Aluminum Company of America for baking-out power for the Aluminum 
Company’s third unit; 

(6) Pursuant to the aforesaid letters of the Administrator, request has been 
made that said temporary rate be made effective during said baking-out period 
commencing March 28, 1941; 

(c) For the reasons set forth in the aforesaid letters of the Administrator 
to the Commission, it is in the public interest that said temporary rate be 
confirmed and approved for application during the period of baking-out of the 
third unit of the Aluminum Company of America commencing March 28, 1941, 
and continuing for a period not to extend beyond April 28, 1941; 

The Commission orders: 

(A) That the said temporary rate of 4.861 cents per kilowatt-day for the 
sale and delivery of electric energy by the Administrator of the Bonneville 
Power Administration to the Aluminum Company of America for application 
to the baking-out power for the third unit of the Aluminum Company of 
America is hereby confirmed and approved; 

(B) That the said temporary rate shall become effective as of March 28, 
1941, and may be continued in effect until the baking-out of the said third 
unit is complete, but shall not continue beyond April 28, 1941. 
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Order to show cause, granting rehearing, and setting date for hearing 
Pacific Gas and Electric Company 
(Project No. 1391) 
April 10, 1941 


The Commission by its order of February 19, 1941, having authorized issuance 
of a license to Pacific Gas and Blectric Company, San Francisco, California, for 
project No. 1391 to include the so-called Lake Almanor reservoir and the pro- 
posed Cresta and Pulga developments on the North Fork of Feather River, Cali- 
fornia, said license to run for qa period of 35 years and to include, as set out in 
subparagraph (10) of paragraph (D), a special condition relating to the Big 
Bend power plant now owned and operated by the applicant ; and 

Application having been filed March 20, 1941, by the applicant for modifica- 
tion of the Commission’s order of February 19, 1941, so as to authorize a license 
for a period of 50 years rather than 35 years as authorized by the Commission 
and for modification of subparagraph (10) of paragraph (D) of said order 
relating to the Big Bend power development, or in the alternative for a rehear- 
ing on the requested modifications; and 

It appearing to the Commission that prior to the adoption of said order of 
February 19, 1941, the applicant did not report to the Commission its con- 
struction schedule for certain additional generating capacity now planned to go 
into operation in 1942 and 1943, which may affect the necessity for construc- 
tion of both the Cresta and Pulga developments ; 

It is ordered: 

(A) That the applicant show cause why the Commission should not modify 
or rescind its order of February 19, 1941, authorizing the issuance of a license 
for project No. 1391 in view of the applicant’s failure to report to the Com- 
mission the additional generating capacity now planned to go into operation 
in 1942 and 1943; and 

(B) That a hearing be held in the hearing room of the Commission, 1800 
Pennsylvania Avenue N.W., Washington, D. C., beginning at 9:45 a. m., on 
April 28, 1941, to permit the applicant to show cause as above set forth, and to 
make such presentation as it may desire in support of its application of March 
20, 1941, for rehearing. 


Order authorizing issuance of license (major) 
Southern California Edison Company, Ltd. 
(Project No. 372) 

April 15, 1941 


Upon application filed January 20, 1940, by Southern California Edison 
Company, Ltd., of Los Angeles, California, for license for a project situated 
on the Middle Fork of the Tule River, affecting lands of the United States 
within the Sequoia National Forest, in Tulare County, California; and 

It appearing that: 

(a) The project, which was constructed and placed in operation in 1909, 
consists of a gravity dam 113 feet long and 5 feet high across the South Fork 
of the Middle Fork of the Tule River, a gravity dam 41 feet long and 15 feet 
high across the North Fork of the Middle Fork of the Tule River, separate 
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conduits extending in a “Y” from each of the aforedescribed dams to a junction 
point a short distance below the dams, a single conduit from the junction 
point to the upper end of the concrefé-lined regulating reservoir, a steel-pipe 
penstock 2,815 feet long connecting the regulating reservoir and the power- 
house, a tail-race 2,380 feet long consisting of a concrete box culvert and 
concrete-lined ditch, a powerhouse with appurtenant structures having installed 
eapacity of 3,000 horsepower, telephone lines, a 66,000-volt transmission line, 
and a service road 7,940 feet long; 

(b) The project, exclusive of the transmission line which is on privately- 
owned lands, affects 198.46 acres of lands of the United States within the 
Sequoia National Forest, in Tulare County, California ; 

, (ec) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, who has supervision over 
the Sequoia National Forest, has reported favorably on the application ; 

(d@) The Acting Secretary of the Interior has reported favorably on the 
application ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a corporation organized under the laws of the 
State of California and has submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project; 

(2) That no other application for the use of the aforesaid lands, or in conflict 
therewith, is before the Commission ; 

(3) That notice that applicant has applied for license for the project has 
been duly published and there are no protests or objections thereto; 

(4) That the issuance of a license as hereinafter provided will not interfere 
or be inconsistent with the purposes for which the Sequoia National Forest 
was created or acquired, nor with any reservation or withdrawal of public 
lands, nor will it affect the development of any water resources for public 
purposes which should be undertaken by the United States itself; 

(5) That the project is best adapted to a comprehensive plan for the im- 
provement and utilization of water power development and for other beneficial 
publie uses, including recreational purposes ; 

(6) That the installed horsepower capacity of the project hereinafter author- 
ized is 3,000 horsepower and the energy generated thereby is used for public 
utility purposes ; 

(7) That the amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act and for recompensing it for the use, occupancy, 
and enjoyment of its lands involved is reasonable as hereinafter fixed and 
specified ; 

(8) That in accordance with section 10 (d) of the Act, the rate of return 
upon the net investment in the project and the proportion of surplus earnings 
to be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(9) That the project does not affect any Government dam or navigable water 
of the United States; 

(10) That the maps and specifications filed as part of the application and 
designated as exhibits J and K (FPC Nos. 372-15 to 27), and L (FPC Nos. 
372-28 to 89), and exhibit M, respectively, conform to the Commission’s rules 
and regulations; and 
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It is ordered: - 

(A) That a license be issued to the applicant for the operation and mainte- 
nance of the project on the lands of the United States involved for a period 
ending June 15, 1970, subject to the provisions of the Act and the rules and 
regulations thereunder ; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects; 

(C) That the license shall provide that, after the first 20 years of operation 
of the project under the license, 6 percent per annum will be the specified 
rate of return on the net investment in the project under license for determining 
surplus earnings, in accordance with the provisions of section 10 (d) of the 
Act, for the establishment and maintenance of amortization reserves to be 
held until the termination of the license, or in the discretion of the Commis- 
sion, to be applied from time to time in reduction of the net investment in the 
project, and one-half of all surplus earnings in excess of 6 percent per annum 
received in any calendar year shall be paid into and held in such amortization 
reserves ; 

(D) That subject to the provisions of section 10 (e) of the Act, the licensee 
shall pay to the United States the following annual charges: 

(1) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on an authorized 
capacity of 3,000 horsepower, plus two and one-half (214) cents per 1,000 
kilowatt-hours of energy generated during the fiscal year ended June 30 preced- 
ing the submission of a bill therefor by the Commission; and 

(2) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of the transmission line right-of-way, 
$232.61; 

(E) That the maps and specifications specified in finding (10) above be and 
they hereby are approved as part of the license. 


Order permitting withdrawal of petition and terminating proceedings 
Northern Pennsylvania Power Company and Metropolitan Edison Company 
(Docket No. IT-5000) 

April 15, 1941 


It appearing to the Commission that: 

(a) By order of July 6, 1939, as modified by orders of September 5, 1939, 
December 28, 1939, March 5, 1940, May 4, 1940, and July 5, 1940, the Commis- 
sion authorized the disposition and sale of the facilities of Northern Pennsyl- 
vania Power Company to Metropolitan Edison Company, provided that such 
disposition and sale be effected on or before January 6, 1941; otherwise the 
approval of the Commission was to be null and void ; 

(b) The applicants, on January 6, 1941, filed a joint petition requesting an 
extension of time within which to effect the disposition and sale of such 
facilities; and by joint petition filed on February 17, 1941, applicants requested 
permission to withdraw the joint petition filed on January 6, 1941; 

The Commission orders: 

That the joint application of Northern Pennsylvania Power Company and 
Metropolitan Edison Company, as filed on February 17, 1941, requesting permis- 
sion to withdraw the joint petition filed on January 6, 1941, praying for an 
extension of time within which to effect the sale and disposition of the facilities 
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of the Northern Pennsylvania Power Company to the Metropolitan Edison 
Company, be and the same is hereby granted; and all proceedings in this 
docket be and the same are hereby terminated. 


Determination under section 24 of the Federal Power Act 
R. A. Haddock 
(Docket No. DA-588-California ) 
April 15, 1941 


Upon application filed January 21, 1941, by R. A. Haddock, of North Sacramento, 
California, for a determination under section 24 of the Federal Power Act for 
restoration to mineral entry of the following described land: Mount Diablo 
meridian, California, T. 8 N., R. 9 E., sec. 25 W144NE% area: 80 acres; 

And it appearing that: 

(a) The land is withdrawn in Power Site Reserve No. 487, dated May 11, 1915; 

(b) The land is not used or occupied for power purposes; no application is 
known to be pending or contemplated to use it for power purposes; and it is not 
essential to a power source for an existing community or a Government resource; 

(c) The Geological Survey has reported that the land is situated on or near 
Cosumnes River about 7 miles below the Nashville dam site of the State Water 
Plan of California and involves no feasible dam site or flowage area; that this 
section of the river has a slope of about 30 feet to the mile; that, should the 
Nashville dam be erected, the storage afforded would enable power to be devel- 
oped by means of conduits on the north side of the river amounting to about 
1,250 horsepower to the mile; that the high cost of development and the conflict 
with irrigation make the power site values small but sufficiently large to justify 
retention of the land in power site reserve; that power conduits, the only probable 
power use, would conflict but slightly with the proposed mining use; and recom- 
mends restoration of the land to entry subject to the provisions of section 24 
of the Federal Power Act; 

(d) The Governor of California was notified on January 25, 1941, of the filing 
of this application for restoration, and in response thereto the Department of 
Public Works by letter dated February 5, 1941, reported that investigation shows 
that this tract of land does not lie within the boundary of any reservoir of the 
State Water Plan and that, therefore, there is no objection to its restoration to 
mineral entry ; 

The Commission determines: 

That the value of the above-described land will not be injured or destroyed for 
the purposes of power development by location, entry, or selection under the 
public land laws, for mining purposes, subject to the provisions of section 24 of 
the Federal Power Act. 


Order authorizing issuance of preliminary permit 
Clarence C. Dunkle and Gerald B. Hodgins 
(Project No. 1770) 

April 18, 1941 


Upon joint application filed on October 3, 1940, by Clarence C. Dunkle and 
Gerald B. Hodgins, an association of Kellogg, Idaho, for a preliminary permit 
for a proposed power development, designated as project No. 1770, to be con- 
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structed on Wind River in Idaho County, Idaho, affecting lands of the United 
States within the Nez Perce and Idaho National Forests ; and 

It appearing that: 

(a) The proposed project is to consist of a diversion dam, a pipe line and 
penstock about 1144 miles long extending from the dam to the powerhouse, a 
powerhouse with equipment of about 1,100 horsepower initial capacity to be 
‘ultimately increased to 2,000 horsepower capacity, a transmission line about 5 
miles long extending from the powerhouse to a point of distribution in Marshall 
Lake mining district, and appurtenant works; 

(b) The Acting Chief, Forest Service, under authority delegated by the Act- 
ing Secretary acting for the Secretary of Agriculture, who has supervision over 
the Nez Perce and Idaho National Forests, has reported that the standard 
provisions of the preliminary permit will be adequate for the protection and 
utilization of the national forest lands and resources to be affected thereby and 
has recommended that the permit be granted, provided that it contain the 
standard provisions; 

The Commission, having cqnsidered the joint application and the record 
thereon, finds: 

(1) That the applicants are an association of citizens of the United States 
organized in the State of Idaho; 

(2) That public notice of the joint application was duly given and no 
protests to the granting of a preiminary permit were fied ; 

(3) That no other application for a preliminary permit or license for the 
project, or in conflict therewith, is before the Commission ; 

(4) That the map exhibit, filed as part of the application and designated as 
exhibit H and I (FPC No. 1770-1), conforms to the Commission’s rules and 
regulations; and 

It is ordered: 

(A) That a preliminary permit be issued to joint applicants for a period of 
two years from the date of issuance thereof, subject to the Federal Power Act 
and the rules and regulations of the Commission ; 

(B) That the permit shall contain the usual conditions and provisions for 
preliminary permits for such projects; 

(C) That the map exhibit specified in finding (4) above be and it hereby 
is approved as part of the preliminary permit. 


Order for oral argument 
Northwestern Blectric Company 
(Docket No. IT-5642) 
April 18, 1941 


It appearing to the Commission that: 

(a) A rehearing, pursuant to the orders of this Commission dated January 
21, 1941, and February 1, 1941, was held before an examiner of this Com- 
mission on March 8 and 4, 1941; 

(b) At the conclusion of presentation of testimony at said rehearing the 
examiner fixed the 15th of April 1941, as the date for filing of briefs; 

(c) No briefs have been filed by counsel for the Commission or counsel 
for the intervenor and for the respondent, but counsel for the respondent and 
intervenor have filed, in lieu of brief, a letter containing, among other things, 
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the following statement: “Our offers of evidence with respect to the fair 
value of the properties of the respondent_and our several defenses grounded 
upon questions of law having been rejected, it is apparent that both the trial 
examiner and the Commission consider that the issues of this proceeding 
are to be determined solely in accordance with the Commission’s accounting 
requirements and concepts as formulated by the Commission and its staff.” 

The Commission finds: e 

That oral argument of the issues raised at the rehearing may be helpful 
in the decision herein ; 

The Commission orders: 

That oral argument herein be had on the issues raised at the rehearing before 
the Commission, en banc, on April 30, 1941, at 9:45 a. m, in the hearing 
room of the Commission, 1800 Pennsylvania Avenue N.W., Washington, D. C. 


Order granting leave to appear and participate in argument 
The Hartford Electric Light Company 
(Docket No. IT-5560) 
April 19, 1941 


Upon the petition filed April 18, 1941, on behalf of the National Association 
of Railroad and Utilities Commissioners for leave to appear and participate 
in oral argument to be heard at the rehearing heretofore fixed, to be held 
beginning at 9:45 a. m., April 23, 1941, in the above-entitled proceeding; 

The Commission orders: 

That the said petition be and the same hereby is granted, 


Determination for right-of-way under section 24 of the Federal Power Act 
City of Vernal, Utah 
(Docket No. DA-59-Utah) 
April 22, 1941 


Upon application (Salt Lake 063034) filed by the city of Vernal, Utah, for a 
right-of-way for a water pipe line, considered to be under the Act of February 
15,1901 (31 Stat. 790), requiring a determination under section 24 of the Federal 
Power Act only with respect to the following described lands: Salt Lake meridian, 
Utah, T. 3 S., R. 20 E., sec. 1, SW14SB%, sec. 12, NEY~NEY; T. 3 8., R. 21 B, 
sec. 18, lots 1, 2 and 3. 

And it appearing that: 

(a) The lands, which are adjacent to Ashley Creek, are withdrawn in Tem- 
porary Power Site Reserve No. 7, dated May 28, 1909, and in Power Site Reserve 
No. 7, dated July 2, 1910; 

(b) Since development of power in this stretch of Ashley Creek would be by 
conduit or flume and not by dams, it is not believed that the proposed right-of-way 
would affect such development adversely if made subject to the provisions of 
section 24 of the Federal Power Act; 

The Commission determines: 

That the value of the aforesaid lands will not be injured or destroyed for the 
purposes of power development by location thereon of the proposed right-of-way, 
subject to the provisions of section 24 of the Federal Power Act. 
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Determination under section 24 of the Federal Power Act 


John H. Benson 


(Docket No. DA-589-California ) 


April 22, 1941 


e 

Upon application filed January 31, 1941, by John H. Bénson, of Greenwood, 
California, for a determination under section 24 of the Federal Power Act for 
restoration to mineral entry of the following described land: Mount Diablo 
meridian, California, T. 13 N., R. 9 E., sec. 25, W144SW14SE, area: 20 acres; 

And it appearing that: 

(a) The land was listed in withdrawal notification letter of April 26, 1932, as 
part of certain lands reserved from entry, location, or other disposal under the 
laws of the United States pursuant to filing of application for preliminary permit 
for proposed water power project No. 1202, which application was denied Septem- 
ber 25, 1934; 

(b) The land is not used or occupied for power purposes; no application is 
known to be pending or imminent to use it for power purposes; and it is not essen- 
tial to a power source for an existing community or a Government resource ; 

(c) The Geological Survey has reported that apparently the proposed use of 
the land in connection with proposed project No. 1202 was for the location of a 
conduit leading to power plant No. 3; that this land lies on a high ridge in the 
bend of the Middle Fork American River, considerably higher than the 950-foot 
contour line which is the high water line of the proposed Auburn reservoir site, 
one of the reservoirs adopted by the State of California for development in its 
water plan; that as the land is not affected by the Auburn reservoir site nor any 
other reservoir site, entry thereof will not affect its power value; that the only 
power value appears to be in its use for conduit location and such use will not be 
injured to any extent by mining operations as contemplated by the applicant, and 
recommends restoration of the land to entry, subject to the provisions of section 24 
of the Federal Power Act; 

(d) The Governor of California was notified on February 10, 1941, of the filing 
of the aforesaid application and, by letter dated February 26, 1941, the State 
Engineer reported that the land does not lie within any reservoir site so far as 


can be determined and that, therefore, no objection is made to its restoration to 
mineral entry ; 


The Commission determines: 
That the value of the aforesaid land will not be injured or destroyed for the 
purposes of power development by location, entry, or selection under the public 


land laws, for mining purposes, subject to the provisions of section 24 of the 
Federal Power Act. 


Partial vacation of withdrawals under section 24 of the Federal Water Power 
Act and the Federal Power Act 


(Project No. 444) 


April 22, 1941 
It appearing that: 
(a) Under the provisions of section 24 of the Federal Water Power Act and 
the Federal Power Act, respectively, and pursuant to filing of application by 
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the Great Western Power Company for license for transmission line project 
No. 444, and applications for amendments thereof, certain tracts of lands were 
reserved from entry, location, or other disposal under the laws of the United 
States until otherwise directed by the Commission or by Congress ; 

(b) By order dated March 4, 1941, pursuant to application therefor by Pacific 
Gas and Electric Company, transferee of Great Western Power Company, the 
Commission ordered that the license for project No. 444 be amended to eliminate 
therefrom a portion of the line, and to reduce from 100 feet to 40 feet the width 
of the right-of-way for the remaining portion of the line and all other lines under 
the license ; ; 

The Commission, having considered the project record and all pertinent data, 
finds: 

That due to the elimination from the project of a portion of the line and the 
reduction in the width of the right-of-way, as referred to, the aforesaid power 
withdrawals pertaining to the following described lands should be vacated in their 
entirety or partially vacated, as hereinafter provided; and 

It is ordered: 

That the power withdrawals under the provisions of section 24 of the Federal 
Water Power Act and the Federal Power Act, respectively, pursuant to filing 
of application for license for transmission line project No. 444 and applications 
for amendments thereof, be and they hereby are vacated in their entirety with 
respect to the following described lands lying between survey stations 66 plus 
28 and 335 plus 11: 


Mount Diablo meridian, California 


T.26N.,R.85E., sec. 5, NYNWY, SWYNWY,; 

sec. 6, E44SE4%, SW4SEY; 

sec, 7, WKEM, EYWW%; 

sec. 18, W1%LE%; 

sec. 19, NWY44NE\, ELNWY, SWYNW4, and that portion of 

NW144S8SW lying north of survey station 66 plus 28; 

T. 27N.,R.8E., sec. 28, lot 4; 

sec, 29, lots 1, 7, 8; 

sec. 32, NEYNE\Y, WY%EM, SEYSWY; 


and 60 feet of the width of the power withdrawals for the transmission line right- 
of-way on the following-described lands are hereby vacated so as to reduce the 
width of the transmission line right-of-way thereon from 100 feet to 40 feet: 


Mount Diablo meridian, California 


T. 25 N.,R.7E., sec. 4, NW%, NWY%SWY; 
. 5, SEY; 
. 8, WHEY; 
. 17, W%NE\, E%SWi; 
. 19, NEYSE\; 
T. 26N.,R.7E., sec. 12, SWYNEU, NEYNW; 
. 13, SWY%NEM, SEYZNWY, WYSE, SEYSEYX; 
. 24, B4SE4, SW14SE\%, W%YNEU, NW%4SEXM, EXSW; 
. 25, NYUNWY, SWYNWY; 
. 26, B4NE%, SWYNEU, S%SWY, NYSEU, SWYSEY%; 
. 27, SEYSE%; 
. 34, NEY, SUNWK%, N%SWK; 
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T. 27.N.,R.95B., sec. 27, SWYUNWY,; 
sec. 28, SWY%Z4NE%, EXNWX; 
sec, 29, N144NE%; 

. 26 N., R. 10 B., sec. 15, SW%SW%; 

L . R. 11 E., sec. 5, lots 1, 7, 8, 10, 15, 18; 
sec. 8, lots 2, 7, 10, 13, 14, 15; 
sec. 17, NWY%NW%; 
sec. 18, E44NE%4; 

T. 28 N., R. 11 E., sec. 32, SH4SE%; 
sec. 33, SW14ZSW%. 


Order rescinding authorization for issuance of license (minor) and dismissing 
application for license 


Oceanic Fisheries Company, Inc. 
(Project No. 1702) 


April 22, 1941 


It appearing that: 

(a) Pursuant to application filed March 12, 1940, by Oceanic Fisheries Com- 
pany, Inc., the Commission, by order dated December 3, 1940, authorized issu- 
ance of license to the company for proposed minor project No. 1702, affecting 
lands of the United States within the Chugach National Forest, in the Third 
Judicial Division, Territory of Alaska ; 

(bd) On February 10, 1941, drafts of the license instrument were mailed to 
the company for acceptance; and by letter filed March 31, 1941, the company 
informed the Commission that it did not deem it advisable to proceed with 
the project at that time because of regulations of the Bureau of Fisheries 
involving its operations at Port Oceanic; 

The Commission, having considered all pertinent data, finds: 

That under the circumstances, it would be appropriate to rescind its afore- 
said December 3, 1940 order authorizing issuance of license for minor project 
No. 1702, and to dismiss the application for license for the project; and 

It is ordered: 

That the Commission’s December 3, 1940, order authorizing issuance of license 
for minor project No. 1702 be and it is hereby rescinded; and the application 
filed March 12, 1940, for license for the project be and it is hereby dismissed 
without prejudice. 


Vacation of withdrawal under section 24 of the Federal Water Power Act 
(Project No. 1141) 


April 22, 1941 


It. appearing that: 

(@) Under the provisions of section 24 of the Federal Water Power Act and 
pursuant to filing of application by E. O. Blankenship for license for minor 
power project No. 1141, the following-described lands were, from December 
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19, 1930, reserved from entry, location, or other disposal under the laws of 
the United States until otherwise directed by the Commission or by Congress: 
Willamette meridian, Washington, T. 33 N., R. 18 E., sec. 31, SW%4SE%4; 

(6) An examination of the project record shows that the aforesaid applica- 
tion was intended to embrace only those lands of the United States lying par- 
allel to and 15 feet distant on either side of the center line of the pipe line, 
including a 15-foot extension of said center line at the dam and power house; 

(c) By order dated February 4, 1941, the Commission authorized surrender 
of the license for project No. 1141 (held by George F. Miller, surviving trans- 
feree of the license), and authorized issuance of license for project No. 1824, 
which embraces the same lands intended to be included in project No. 1141 by 
the aforesaid original application for license; 

The Commission, having considered the project record and all pertinent data, 
finds: 

That under the circumstances, the aforesaid power withdrawal under section 
24 of the Federal Water Power Act pertaining to the above-described lands 
should be vacated in order that only lands necessary to the project be with- 
drawn; and 

It is ordered: 

That the power withdrawal of the lands described in paragraph (a) above, 
under the provisions of section 24 of the Federal Water Power Act pursuant to 
filing of application for liceuse for minor project No. 1141, be and it hereby is 
vacated. 


Order granting exemption from payment of amount charges 


Brazos River Conservation and Reclamation District 
(Project No. 1490) 
April 22, 1941 


Upon application filed March 24, 1941, by Brazos River Conservation and 
Reclamation District, licensee for project No. 1490, for exemption from payment 
of annual charges for the year ended December 31, 1940, pursuant to the provi- 
sions of section 10 (e) of the Federal Power Act and the regulations of the 
Commission thereunder, on the grounds that the project has not been completed 
and that no power has been generated or sold; and 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges ‘under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that no power was 
sold from the licensed project during the year ended December 31, 1940, because 
the construction of the project has not been completed and no power has been 
generated or sold; 

It is ordered: 

That the licensee be and it is hereby exempted from liability under the license 


for project No. 1490 for payment of annual charges for the year ended December 
$1, 1940. 
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Order approving lease for Santee National Wildlife Refuge 
South Carolina Public Service Authority 
(Project No. 199) 

April 22, 1941 


Upon informal application filed April 16, 1941, by South Carolina Public Serv- 
ice Authority, licensee for project No. 199, for authority to enter into a lease 
‘-providing for use of certain lands within the project area of that project to the 
Fish and Wildlife Service of the Department of the Interior, said lands to be 
used as part of the “Santee National Wildlife Refuge” under the Migratory Bird 
Conservation Act of February 18, 1929 (45 Stat. 1222) ; and 

It appearing to the Commission that the use of the lands described in said 
proposed lease and shown on the map attached thereto, filed April 16, 1941, will 
not interfere with the proper operation of the licensed project upon the special 
condition hereinafter provided ; 

The Commission finds: 

That the authority to lease said lands and to use the areas described in the pro- 
posed lease and shown on the map attached thereto will be in the public interest, 
and will more adequately protect the fish and wildlife frequenting this area: 

It is ordered: 


That the licensee be and it is hereby authorized to enter into said proposed 
lease, subject to the addition of the following special condition at the end of 
paragraph 8: 

“All rights granted under this instrument shall be subject to and subordinate 
_ to the rights, control and authority of the United States under the provisions of 


the Federal Power Act including any amendments thereto which may be here- 
after adopted and under the provisions of the license issued by the Federal 
Power Commission for project No. 199, including any amendments thereto here- 
tofore or hereafter made.” 


Order granting petition for disclaimer of jurisdiction 
Anchor Hocking Glass Corporation 
(Docket No. G—204) 
April 22, 1941 


It appearing to the Commission that:* 

(a) On March 31, 1941, Anchor Hocking Glass Corporation (hereinafter some- 
times referred to as Anchor) filed a petition for disclaimer of jurisdiction by this 
Commission over the construction of a natural-gas pipe line which Anchor pro- 
poses to build, or in the alternative, for a certificate of public convenience and 
necessity under section 7 (c) of the Natural*Gas Act authorizing the proposed 
construction ; 

(b) Anchor proposes to build a 12%’’ natural-gas pipe line from a point in 
Jackson County, West Virginia, to its glass manufacturing plants in Lancaster, 
Ohio, for the purpose of transporting natural gas for its own use; 

(c) Notice of the filing of the petition and alternative prayer was given to the 
public service commissions of the States of Ohio and West Virginia and to the 
Ohio Fuel Gas Company; no protests with respect to the petition or alternative 
prayer have been received ; 

The Commission, having considered the petition filed by Anchor Hocking Glass 
Corporation and other data with respect thereto, finds: 
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That said pipe line is to he used solely for the purpose of transporting natural 
gas exclusively for Anchor Hocking Glass Corporation’s own use in its industrial 
processes ; 

The Commission orders: 

That the petition for disclaimer of jurisdiction under section 7 (c) of the 
Natural Gas Act, filed by the Anchor Hocking Glass Corporation with respect 
to the construction of the natural-gas pipe line described in paragraph (b) above, 
be and it is hereby granted: Provided, however, That nothing contained*in this 
order shall be construed as a determination respecting the applicability of any 
other provision of the Natural Gas Act to said natural-gas pipe line or the Anchor 
Hocking Glass Corporation if the latter constructs and operates said pipe line. 


Order dismissing incomplete application for license (transmission line) 
F. I. Reed 
(Project No. 1609) 


April 25, 1941 

It appearing that: 

(a) On July 28, 1939, F. I. Reed, as trustee for Anchorage Power and Light 
Company, Inc., filed incomplete application for license for proposed transmission 
line project No. 1609 crossing lands of the United States in Alaska; 

(b) Although repeatedly requested to do so, the applicant has failed to com- 
plete certain exhibit maps required under the Commission’s rules and regulations, 
and has stated that the maps would be submitted in the near future and that 
construction of the project is being held in abeyance due to pressure of other 
matters; 

(c) By letter dated March 11, 1941, the applicant advised the Commission that, 
due to the air base at Anchorage, Alaska, and the pressing need for power for 
the Government, construction of the line would have to be deferred until another 
generating unit of project No. 350 was built; that Anchorage Power and Light 
Company, Inc., was being refinanced and in a couple of years again would be in 
a position to consider this project; that another organization had been formed to 
promote construction of a line which will occupy part of the right-of-way for this 
project; and that he will again renew his application as soon as finances will 
permit the company to build another generating unit; 

The Commission finds: 

That because of the facts recited above, it is appropriate to dismiss without 
prejudice the pending incomplete application for license for proposed project No. 
1609; and 

It is ordered: 

That the aforesaid incomplete application for license for transmission line 
project No. 1609 be and it hereby is dismissed without prejudice. 


Order authorizing the exportation of natural gas from the United States to a 
foreign country 


Juarez Gas Company, S. A. 
(Docket No. G—107) 
April 25, 1941 


Upon application filed October 23, 1989, by the Juarez Gas Company, S. A., a 
corporatian constituted in Ciudad Juarez, State of Chihuahua, Republic of Mexico, 
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and having its principal office in said Ciudad Juarez, State of Chihuahua, Re- 
public of Mexico, for an order of the Commission authorizing the exportation of 
natural gas from the State of Texas to the Republic of Mexico, pursuant to sec- 
tion 3 of the Natural Gas Act; and 

It appearing to the Commission that: 

On July 31, 1940, the Juarez Gas Company, S. A., accepted the terms and con- 
ditions of a Presidential permit for the operation, maintenance, and connection 
at the border of the United States of facilities for the exportation of natural 
gas to the Republic of Mexico, signed by the President of the United States on 
July 9, 1940, and to be released by this Commission, as approved and accepted, 
simultaneously with the delivery of this order ; 7 

The Commission, having considered the application and record herein, finds: 

(1) That the gas now being exported is not needed to supply consumers in the 
State of Texas; 

(2) That the exportation of such gas does not impair the ability of any person 
to render adequate service to consumers in the State of Texas; 

(3) That the exportation of natural gas by the applicant herein will not be 
inconsistent with the public interest ; 

The Commission orders: 

(A) That the applicant, Juarez Gas Company, S. A., be and it is authorized 
to export natural gas from the United States to the Republic of Mexico, in ac- 
cordance with the terms and conditions as set forth in the application herein; 
subject, however, to the authority reserved in the Commission : 

(1) To require from the applicant such reports with respect to the exporta- 
tion of natural gas as the Commission may deem necessary from time to time; 

(2) To modify, from time to time, or to terminate, this authorization after 
opportunity for hearing; 

(B) That transfer, or assignment of this authorization, by operation of law 
or otherwise, shall not be valid, and the authorization shall thereupon automati- 
cally terminate, unless this Commission shall approve such transfer or assign- 
ment prior to the effective date thereof; 

(C) That this authorization shall not deprive any state, state regulatory com- 
mission, or the Republic of Mexico of the exercise of the lawful authority vested 
in such state, state regulatory commission, or the Republic of Mexico over the 
applicant ; 

(D) That this authorization shall not be construed as an acquiescence by the 
Commission in any valuation of property, rate schedules, or in any operating 
statements claimed or asserted herein by the applicant ; 

(BH) That this authorization shall terminate automatically upon the termina- 
tion or expiration of the contract for the exportation of natural gas, applicant’s 
exhibit 1 to its application; subject, however, to renewal of the authorization 
upon a finding by the Commission that such renewal is not inconsistent with 
the public interest. 


Order authorizing the exportation of natural gas from the United States to a 
foreign country 


Texas Cities Gas Company 
(Docket No. G—107) 
April 25, 1941 


Upon application filed September 19, 1938, by the Texas Cities Gas Company, 
a Texas corporation, having its principal office in the city of Dallas, Texas, 
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with an office in El Paso, Texas, for an order of the Commission authorizing 
the exportation of natural gas from the State of Texas to the Republic of Mex- 
ico, pursuant to section 3 of the Natural Gas Act; and 

It appearing to*the Commission that: 

(a) On November 8 and 18, 1938, public hearings were had on the said 
application ; 

(b) On December 20, 1938, temporary authorization for the exportation of 
natural gas from the United States to the Republic of Mexico was granted 
applicant, which authorization was extended to and including February 28, 1941; 

(c) On August 2, 1940, the Texas Cities Gas Company accepted the terms 
and conditions of a Presidential permit for the operation, maintenance, and 
connection at the border of the United States of facilities for the exportation 
of natural gas to the Republic of Mexico, signed by the President of the 
United States on July 9, 1940, and to be released by this Commission, as ap- 
proved and accepted, simultaneously with the delivery of this order; 

(d) Pursuant to notification of the proposed sale of all of the assets and 
property of the Texas Cities Gas Company, full authorization in this matter has 
been withheld ; however, Texas Cities Gas Company has now advised the Com- 
mission that such sale will not be consummated ; 

The Commission, having considered the application and record herein, the 
testimony adduced, and the exhibits introduced in evidence at the said hear- 
ing, finds: 

(1) That the gas now being exported by the applicant is not needed to supply 
the requirements of consumers in the State of Texas; 

(2) That the exportation of such gas does not impair the ability of applicant 
to render adequate service to its consumers in the State of Texas; 

(3) That the exportation of natural gas by the applicant herein will not 
be inconsistent with the public interest ; 

The Commission orders: 

(A) That the applicant, Texas Cities Gas Company, be and it is authorized 
to export natural gas from the United States to the Republic of Mexico, in 
accordance with the terms and conditions as set forth in the application herein; 
subject, however, to the authority reserved in the Commission: 

(1) To require from the applicant such reports with respect to the exporta- 
tion of natural gas as the Commission may deem necessary from time to time; 

(2) To modify, from time to time, or to terminate, this authorization after 
opportunity for hearing; 

(B) That transfer or assignment of this authorization, by operation of law 
or otherwise, shall not be valid, and the authorization shall thereupon auto- 
matically terminate, unless this Commission shall approve such transfer or 
assignment prior to the effective. date thereof; 

(C) That this authorization shall not deprive any state or state regulatory’ 
commission of the exercise of the Jawful authority vested in such state or state 
regulatory commission over the applicant; 

(D) That this authorization shall not be construed as an acquiescence by 
the Commission in any valuation of property, rate schedules, or in any operat- 
ing statements claimed or asserted herein by the applicant ; 

(B) That this authorization shall terminate automatically upon the termina- 
tion or expiration of the contract for exportation of natural gas, introduced in 
evidence herein as applicant’s exhibit 7—-A; subject, however, to renewal of the 
authorization upon a finding by the Commission that such renewal is not in- 
consistent with the public interest. 
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Order directing service of trial examiner’s report, permitting filing of exceptions 
thereto, and fixing date for oral argument 


Camden Gas Corporation v. Arkansas Louisiana Gas Company 


(Docket No. G—177) 
April 25, 1941 


Upon consideration of the record in the above-entitled matter and the report 
filed herein by the trial examiner, the Commission orders: 

(1) That a copy of said report of the trial examiner shall forthwith be served 
by the Secretary upon the complainant, the Camden Gas Corporation, and upon 
the respondent, the Arkansas Louisiana Gas Company ; 

(2) That on or before May 10, 1941, complainant and respondent shall, re- 
spectively, show cause, in a statement of exceptions or objections setting forth in 
detail the reasons, factual or legal, why the Commission should not adopt an 
order in conformity with the findings and conclusions set forth in said trial 
examiner’s report; 

(3) That on May 15, 1941, oral argument be heard by the Commission sitting 
en banc, at 9: 45 a. m., in the hearing room of the Commission, 1800 Pennsylvania 
Avenue NW., Washington, D. C., upon the issues presented by this order and the 
responses filed pursuant thereto. 


Order dissolving stay 
Alabama Power Company 
(Project No, 82) 
April 26, 1941 


Upon consideration of the record in this proceeding and the answer filed on 
February 20, 1941, by the above-named licensee of project No. 82, in response to 
paragraph (B) of the Commission’s order of January 21, 1941, requiring licensee: 

(1) To show cause in writing, under oath, why the accounting instructions and 
requirements contained in paragraphs (C), (D), and (E), of the Commission’s 
order of November 26, 1940, should not be made effective and enforced ; and 

(2) To submit to the Commission such accounting treatment as the licensee may 
propose for the disposition of disallowed items of claimed cost; and 

It appearing to the Commission that: 

(a) The objections raised by licensee in its answer to the order to show cause 

‘in this proceeding are substantially the same as those previously considered and 
rejected by the Commission in its order of May 7, 1940, accompanying its opinion 
In the Matter of Northern States Power Company (2 F. P. C. 163, ante, p. 169, 
which order was affirmed upon review by the United States Circuit Court of 
Appeals for the Seventh Circuit (Northern States Power Co. v. Federal Power 
Commission, 118 Fed. (2d) 141); 

(b) In its answer to the rule to show cause in this proceeding, licensee has not 
proffered any testimony or evidence and has not submitted any accounting treat- 
ment for the disposition of disallowed items of claimed costs, other than that 
prescribed by the Commission’s order of November 26, 1940; 

The Commission finds: 

That no cause has been shown why the accounting.instructions and require- 
ments contained in paragraphs (C), (D), and (EB), of the Commission’s order of 
November 26, 1940, should not be made effective and enforced ; 
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The Commission orders: 

(A) That the stay of paragraphs (C), (D), (E), and (F) of the Commission’s 
order of November 26, 1940, granted by paragraph (A) of the Commission’s order 
of January 21, 1941, be and the same hereby is dissolved ; 

(B)..That licensee comply with the Commission’s order of November 26, 1940, 
and file FPC Form No. 76, showing such compliance, on or before July 1, 1941. 


Order authorizing and approving merger or consolidation of facilities and 
issues of notes 


Otter Tail Power Company 
(Docket No. IT-5683) 
April 30, 1941 


Otter Tail Power Company (hereinafter referred to as the applicant), whose 
principal business office is at 125 South Mill Street, Fergus Falls, Minnesota, 
on February 24, 1941, applied for an order pursuant to section 203 of the Fed- 
eral Power Act authorizing and approving the merger and consolidation of the 
facilities of Central Light & Power Company (hereinafter referred to as the 
Central Light) with those of the applicant. It also asked for an order pur- 
suant to section 204 of the Act authorizing it to issue its promissory note to 
the First National Bank and Trust Company of Minneapolis for not to exceed 
$500,000 due on or before one year after date thereof, with interest at 2 
percent per annum, and at the maturity thereof to issue its note to renew for 
not more than one year the unpaid balance thereon (hereinafter referred to as 
the renewal note). Certain exhibits and amendments to the application were 
filed subsequently. 

From the sworn application and the letter of transmittal thereof, exhibits 
and amendments thereto, the record thereon, and the Applicant’s Power System 
Statement, 1939 (FPC Form No. 64), it appears that: 

(a) Reasonable notice in writing of the filing of the application has been 
duly given to the Public Service Commission of North Dakota, the Public Utili- 
ties Commission of South Dakota, the Railroad and Warehouse Commission 
of Minnesota, and the Governor of each of those States. A notice was published 
in the Federal Register on February 27, allowing until March 13, 1941, for 
the filing of any protest, petition or request to be heard in opposition to the 
granting of the application. No such protest, petition or request has been 
received and the applicant has waived hearing on its application; 

(0b) The applicant has entered into a contract (a copy of which is set forth as 
exhibit L) with Central States Power & Light Corporation (hereinafter referred 
to as the Central States) for the purchase of all outstanding securities, including 
open account indebtedness, of the Central Light for a cash consideration of 
$656,106.10, subject to adjustments. Such securities consist of 400 shares of 
common stock having a par value of $100 per share ; 550 shares of preferred stock 
having a par value of $100 each and entitled to cumulative 7% annual dividends; 
$300,000 principal amount of first mortgage gold bonds series A, 6%, due De- 
cember 1, 1945; a demand note payable in the principal amount of $608,079.18, 
bearing interest at 3%; and an account payable from the Central Light to the 
Central States amounting to $168,287.65 as of November 30, 1940; 

(c) After such acquisition of securities the applicant proposes forthwith to 
liquidate the Central Light into itself and all of the operating facilities of the 
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Central Light will thereupon be merged and consolidated with the operating 
facilities of the applicant. Such facilities of the Central Light consist of facilities 
for the production, transmission, distribution and sale of electric energy in areas 
partly adjoining and contiguous to areas served by the applicant’s present facili- 
ties. One of the areas includes Garrison and adjacent territory in McLean 
County, North Dakota. The other is located in McHenry, Sheridan, and Wells 
Counties, North Dakota, and extends in a northwesterly direction from Cathay to 
Drake, North Dakota. Upon acquisition of the Central Light’s facilities the 
applicant proposes to build transmission lines connecting and integrating such 
facilities with its present facilities to supply energy from its present facilities. 
Acquisition of the generating facilities of the Central Light will give the applicant 
additional generating capacity which is proposes to use for standby purposes; 

(d) The applicant proposes to finance the aforesaid purchase of securities by 
the use of funds in its treasury available for that purpose which it expects will 
aggregate not less than $175,000 and by borrowing not to exceed $500,000 on the 
abovementioned note, and renewal note; 

(e) The applicant states ix its application: 

“The applicant’s general scale of rates throughout its territory is lower in 
most categories than the rates presently being charged by Central Light, and it 
is applicant’s intention, upon acquisition of the properties of Central Light, to 
reduce the rates in the communities now served by Central Light to the lower basis 
of the rates being generally charged by the applicant in similar communities in 
its present territory ; 

Upon consideration of the application, exhibits and amendments thereto, the 
record thereon, and the applicant’s Power System Statement, 19389 (FPC Form 
No. 64), the Commission finds as follows: 

(1) The applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Minnesota and is engaged principally in the business 
of generating, transmitting and distributing electric energy within the States 
of Minnesota and North Dakota and in transmitting to and distributing electric 
energy within the State of South Dakota. It owns and operates facilities, 
among others, for the transmission and for the sale at wholesale of electric 
energy which is transmitted from one or more States and consumed by persons 
other than the transmitter thereof at points outside a State from which it is 
transmitted, such facilities being subject to the jurisdiction of this Commission. 
The applicant is, therefore, a public utility within the meaning of that term as 
used in sections 203 and 204 of the Federal Power Act; 

(2) By the proposed purchase of securities and liquidation of the Central 
Light, the applicant will, directly or indirectly, merge or consolidate its facilities 
subject to the jurisdiction of this Commission with the facilities of the Central 
Light. Such merger or consolidation is subject to the requirements of said 
Section 203; 

(3) The acquisition by the applicant of the facilities (or utility assets) of the 
Central Light, which will at that time be a subsidiary of the applicant, by liquida- 
tion, has been authorized by the Public Service Commission of North Dakota 
by its Findings of Fact, Conclusions and Order of March 25, 1941, in Case No. 
3924. Therefore, insofar as such acquisition is a means, direct or indirect, by 
which facilities will be merged or consolidated as set forth in paragraph (2), 
above, it may be considered by this Commission as exempted, in any event, 
from the requirements of subsection (a) of section (9) of the Public Utility Hold- 
ing Company Act of 1935 by subsection (b) (1) thereof, and hence not exempted 


by section 318 of the Federal Power Act from the requirements of section 203. of 
the latter Act; 
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(4) By the proposed issuance of the note and the subsequent issuance of the 
renewal note the applicant will issue securities within the meaning of subsection 
(a) of the aforesaid section 204; 

(5) The said note will not be within the scope of the exemption from the 
requirements of said subsection (a) provided by subsection (e) of said section 
204, and the said renewal note may not be, because it may, together with all 
other then outstanding notes and drafts of a maturity of one year or less on 
which the applicant is primarily or secondarily liable, amount to more than 
5 percent of the par value (or fair market value, as of the date of issue, of 
securities having no par value) of the applicant’s other securities then out- 
standing ; 

(6) Of the States referred to in paragraph (1) above, only the State of 
North Dakota has any law under which the applicant’s security issues are 
regulated by a State commission. The applicant is, therefore, not organized 
and operating in a State under the laws of which its security issues are regu- 
lated by a State commission within the meaning of subsection (f) of said 
section 204 and the proposed security issues are not exempted by that subsec- 
tion from the requirements of subsection (a) of said section 204; 

(7) The sale of, the securities, including open account indebtedness, of the 
Central Light by the Central States is proposed to be consummated only if first 
authorized by the Securities and Exchange Commission. Therefore, insofar as 
the purchase of such securities is a means, direct or indirect, by which facili- 
ties will be merged or consolidated as set forth in paragraph (2), above, this 
Commission may properly limit its consideration to the purchase aspect of such 
security transaction ; 

(8) The purchase price of such securities ($656,106.10 subject to adjustments) 
was arrived at by negotiations at arm’s-length in which $624,700 was set as the 
purchase price of the fixed assets of the Central Light. According to the ap- 
plication the cost of the tangible fixed assets of the Central Light was as fol- 
lows: Book cost, $1,004,333.49; original cost, $885,826.37; historical cost, $844,- 
292.77. The book reserve for depreciation amounted to $11,084.14 (only 1.25% 
of the above original cost), resulting in a net book cost of $993,249.35 in respect 
of tangible fixed assets. However, the applicant proposes to record the acquisi- 
tion of such assets at the above original cost of $885,826.37 and to set up a 
reserve for depreciation in the amount of $259,945.97 applicable to such original 
cost, the original cost less applicable depreciation reserve requirements thus 
amounting to $625,880.40. This amount, representing the purchase price of 
$624,700 (after minor adjustments) in respect of the fixed assets of Central 
Light, plus $30,225.70, representing the purchase price in respect of other net 
assets to be acquired from Central Light, equals the above purchase price of 
$656,106.10 to be paid for the securities of Central Light; 

(9) The applicant proposes to put into effect substantial reductions in rates 
in the territories served by the facilities to be acquired ; 

(10) The consummation of the proposed merger or consolidation as herein- 
after authorized and approved, will tend to secure the maintenance of adequate 
service and coordination in the public interest of facilities subject to the juris- 
diction of the Commission under the Federal Power Act and will be consistent 
with the public interest ; 

(11) No underwriter’s or finder’s fee (as those terms are used in para- 
graph K of section 34.2 of the Commission’s Rules of Practice and Regulations, 
as amended) is proposed to be paid in connection with the proposed issues of 
notes ; . 

(12) The proposed issues of notes as hereinafter authorized will not result 
in the capitalization of any right to be a corporation or of any franchise, permit 
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or contract for consolidation, merger or lease in excess of the amount (exclusive 
of any tax or annual charge) actually paid as the consideration for such right, 
franchise, permit or contract ; 

(13) The proposed issues of notes as hereinafter authorized are for a lawful 
object, within the corporate purposes of the applicant and compatible with 
the public interest, which is necessary or appropriate for or consistent with 
the proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonable, necessary 
or appropriate for such purposes ; 

Upon the foregoing findings, the Commission orders as follows: 

(A) That the merger or consolidation of facilities as proposed in the applica- 
tion and the issue of the note and renewal note, as described and for the purposes 
set forth in the application, are hereby authorized and approved, subject to 
prior authorization by the Securities and Exchange Commission of the trans- 
actions connection therewith as contemplated in the application; 

(B) That the foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, services, accounts, valuations, estimates, or determinations of costs, or any 
other matter whatsoever which may come before this Commission, or such 
other regulatory body, and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) That this authorization shall expire unless acted upon within ninety days 
after the entry of this order, except the authorization with respect to the renewal 
note which shall expire unless acted upon within one year and ninety days 
after the entry of this order ; 

(D) That the applicant shall report with reference to the subject matter 
hereof as required by the Commission’s Rules of Practice and Regulations. 


Order denying rehearing and stay 


Bellows Falls Hydro-Electric Corporation and Connecticut River Power Company 


(Docket No. IT-5584) 
May 2, 1941 


Upon the petition for rehearing filed April 2, 1941, by the respondents alleging 
errors in the opinion and order of March 4, 1941, and requesting a rehearing, 
a stay of the opinion and order, and other action; and 

Upon the motion for stay and petition for oral argument on motion filed 
the same day by the respondent, Bellows Falls Hydro-Electric Corporation, 
requesting a stay of the order and opinion or in the alternative an opportunity 
for oral argument on the motion for stay and a temporary stay pending pre- 
sentation of such argument, and other relief; 

The Commission finds: 

That no new facts have been presented or alleged in the petition for rehear- 
ing which would justify a reversal or revision of the Commission’s order issued 
March 4, 1941, and no arguments or principles of law are stated which were 
not fully considered by the Commission before it entered its opinion and order 
of March 4, 1941; and 

The Commission orders: 

That the respondents’ petition for rehearing, and motion for stay and peti- 
tion for oral argument be and each hereby is denied. 


ame aA FHF 
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Order dismissing application without prejudice 


Kansas Pipe Line & Gas Company 


(Docket No. G—106) 
May 2, 1941 


It appearing to the Commission that: 

(a) By its order dated March 13, 1941, the Commission directed Kansas Pipe 
Line & Gas Company to show cause, on or before April 12, 1941, why the Com- 
mission should not dismiss its application for a certificate of public convenience 
and necessity under section 7 (c) of the Natural Gas Act for failure to further 
prosecute the same in accordance with the directions contained in the Commis- 
sion’s Opinion No. 39,’ heretofore entered in this proceeding ; 

(b) Kansas Pipe Line & Gas Company has not filed a response to said order 
to show cause; 

The Commission, on consideration of the entire record in this proceeding, finds: 

That Kansas Pipe Line & Gas Company has failed to further prosecute its 
application for a certificate of public convenience and necessity in accordance with 
the directions contained in Opinion No. 39;7 - 

The Commission orders: 

That the application of Kansas Pipe Line & Gas Company for a certificate of 
public convenience and necessity under section 7 (c) of the Natural Gas Act at 
Docket No. G—-106 be and it is hereby dismissed without prejudice. 


Order dismissing application without prejudice 
North Dakota Consumers Gas Company 
(Docket No. G—119) 

May 2, 1941 


It appearing to the Commission that: 

(a) By its order dated March 13, 1941, the Commission directed North Dakota 
Consumers Gas Company to show cause, on or. before April 12, 1941, why the 
Commission should not dismiss its application for a certificate of public con- 
venience and necessity under section 7 (c) of the Natural Gas Act for failure to 
further prosecute the same in accordance with the directions contained in the 
Commission’s Opinion No. 39,7 heretofore entered in this proceeding ; 

(b) On April 10, 1941, North Dakota Consumers Gas Company filed a response 
to said order to show cause in which it prayed the Commission not to dismiss 
its application, alleging as grounds in support of its prayer that it had made 
substantial expenditures for organization expenses and market and field surveys, 
that another natural-gas company by virtue of certain construction undertaken 
by it in 1940, had made available to North Dakota Consumers Gas Company cer- 
tain gas reserves located in the Bowdoin field in Montana, and that the Publie 
Service Commission of North Dakota had extended that commission’s certificate 
of public convenience and necessity heretofore issued to North Dakota Consumers 
Gas Company until August 8, 1942; 

The Commission, having considered the entire record in this proceeding, in- 
cluding the response to the order to show cause filed April 10, 1941; finds: 

That North Dakota Consumers Gas Company has not substantially complied 
with the directions contained in the Commission’s Opinion No. 39,* heretofore 
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issued in this proceeding, and has not made the further showing on its application 
required by that opinion ; 

The Commission orders: 

That the application of the North Dakota Consumers Gas Company for a certifi- 
cate of public convenience and necessity under section 7 (c) of the Natural Gas 
Act be and the same is hereby dismissed without prejudice. 


Order denying application for rehearing; terminating license for part of 
project; dismissing application for postponement of construction_of Blakely 
development and request for permission to construct a steam-electric plant 


Arkansas Power & Light Company 
(Project No. 271) 
May $3, 1941 


Upon applications filed April 17, 1941, by Arkansas Power & Light Company, 
licensee for project No. 271 for (1) rehearing on the Commission’s order of 
March 21, 1941; (2) amendment of license to provide for further postponement 
of construction and completion of the Blakely development; (3) for permission 
to construct a steam-electric plant; and 

It appearing that: 

(a) The application for rehearing pertains to the Commission’s order of 
March 21, 1941, which denied the licensee’s amended application for amendment 
to license to postpone indefinitely the construction and completion of the 
Blakely development as a part of project No. 271; 

(b) The license as amended July 1, 1935, pursuant to the Commission’s order 
of April 22, 1935, requires that the licensee shall commence construction of the 
Blakely development by December 31, 1936, and complete construction for 
operation of the initial installation on or before December 31, 1939; 

(c) As found by the Commission in its order of March 21, 1941, the license 
requirements for construction and completion of the Blakely development have 
not been satisfied ; 

(@) The application for permission to construct a steam-electric plant was 
filed pursuant to article 4 (b) of the license as amended on July 31, 1935; 

The Commission, having considered the applications filed April 17, 1941 and 
the record pertaining to said project, finds: 

(1) That no sufficient reason has been shown by the applicant for recon- 
sideration of the order of March 21, 1941, nor has the applicant shown any 
satisfactory reason for its failure to comply with the terms of the license, as 
amended, with respect to the construction and completion of the Blakely 
development ; 

(2) That the applicant has performed certain preliminary work on the 
Blakely development incidental to initiation of actual construction as provided 
in the license but has not commenced construction of the Blakely development; 

(3) That the applicant has failed to offer any new evidence or make any 
showing which would justify modification of the Commission’s order of March 
21, 1941, or justify further postponement of construction of the Blakely 
development ; 

(4) That because of the applicant’s failure to comply with the requirements 
of the license, as amended, for construction and completion of the Blakely 
development as a part of project No, 271 within the time limits therein fixed, 
it is in the public interest to terminate the license for said project so far as’ 
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it pertains to the Blakely development, pursuant to section 13 of the Federal 
Power Act; ~ 

(5) That since article 4 (b) of the license, as amended (pursuant to which 
the applicant requests permission to construct a steam-electric plant), is a con- 
dition relating solely to the Blakely development, the license for which should 
be terminated, it appears that the requirements of said article are no longer 
operative and said request should be dismissed ; 

It is ordered: 

(A) That the application for rehearing on the Commission’s order of March 
21, 1941, is hereby denied; 

(B) That the license for project No. 271, so far as it pertains to the Blakely 
development, is hereby terminated effective June 1, 1941; 

(C) That the application for amendment of the license for further postpone- 
ment of construction and completion of the Blakely development is hereby 
dismissed ; 

(D) That the request (pursuant to article 4 (b) of the license, as amended) 
for permission to construct a steam-electric plant is hereby dismissed. 


Finding of the Commission 
The California Oregon Power Company 
(Docket No. DI-160) 
May 6, 1941 


Upon declaration of intention filed March 15, 1941, by The California Oregon 
Power Company, of San Francisco, California, to construct a concrete dam on 
Rogue River, at a site known locally as Gold Ray, about 122 miles above the 
mouth, in Jackson County, Oregon, pursuant to section 23 (b) of the Federal 
Power Act; .and 

It appearing that: 

(a) The declarant is a corporation organized and operating under the laws 
of the State of California ; 

(bv) The concrete dam will be constructed entirely across the river channel 
at practically the same location and the same height as the existing wooden 
dam which it is to replace; it will be 18 feet in height and approximately 415 
feet long; the pondage to be created by the proposed dam is so small that any 
effects on river flow or channel depths caused from plant operation would be 
of small consequence, and would be felt for very short periods of time and 
only for a short distance below the dam; 

(c) The Commission, on August 11, 1930, issued a license to The California 
Oregon Power Company for project No. 1029, covering only a 24-acre tract of 
land of the United States, affected by backwater from the existing wooden 
dam; 

(d) The Rogue River is a mountain stream in southwestern Oregon, rising 
near Crater Lake and flowing westerly through very rugged country about 
210 miles to the Pacific Ocean; the site of the proposed dam is approximately 
122 miles above the mouth of the river and the width of the river adjacent 
to the site is about 250 feet, being of less width both above and below the site; 
considering the river slopes adjacent to the site, the average slope from a point 
11 miles below the dam to 11 miles above it is 11.8 feet per mile; and on its 
course to the sea the river passes over numerous drops up to 20 feet in height 
and traverses many miles of steep mountain gorges; 
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(e) The record discloses that the only part of the river used for naviga- 
tion is the 27-mile stretch of the lower river from tidewater to the village of 
Agness ; 

(f) The power developed by the project is used for industrial, agricultural, 
and domestic purposes in southern Oregon and northern California, the project 
being one of a number that develops power which is distributed by means of 
an interconnected system. 

The Commission finds: 

That the proposed dam will not affect the interests of interstate or foreign 
commerce and that the project affects lands of the United States, the occupancy 
of which is already authorized by license for project No. 1029. 


Order authorizing amendment of license (major) 
Pacific Gas and Electric Company 
(Project No. 96) 
May 6, 1941 


Upon application filed July 15, 1940, by Pacific Gas and Electric Company, 
licensee for major project No. 96, known as the Kerckhoff plant, located on 
San Joaquin River, in Fresno and Madera Counties, California, for amendment 
of license to provide for certain changes as hereinafter specified; and 

It appearing that: 

(a) The aforesaid application for amendment seeks: 

(i) The inclusion of a constructed steel-tower primary transmission line 
extending a distance of about 28.4 miles from the Kerckhoff powerhouse to 
the Sanger substation ; 

(ii) The elimination from the license of that part of the Kerckhoff-Sanger 
original wood-pole line extending from the Kerckhoff powerhouse to station 
489+35 (this section of the line having been transferred to the aforesaid 
steel-tower line) ; 

(iii) The elimination from the license of that portion of the Kerckhoff- 
Merced line extending between Le Grand and Merced substations, thus making 
the Le Grand substation the terminus of that part of the line remaining under 
license; and 

(iv) The elimination from the project of the spring and pipe line (formerly 
used for domestic purposes), comprising 2.66 acres of lands of the United 
States ; 

(b) The effect of the amendment will be to decrease the area of lands of 
the United States occupied by the project from 419.14 acres to 415.88 acres and 
to decrease the length of transmission lines occupying lands of the United 
States, and having an equivalent right-of-way 100 feet wide, from 2.71 miles to 
2.54 miles; 

(c) The Acting Assistant Secretary of the Interior, acting for the Secretary of 
the Interior, has reported favorably on the application, as hereinafter provided ; 

The Commission, having considered the application and the project record, 
finds: 

(1) That the license, amended as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which any reservation or withdrawal of 











APPENDIX—ORDERS 943 


public lands of the United States were created or acquired; it will not alter 
any of the basic facts upon which the license was issued; and it will not require 
public notice; 

(2) That the amount of annual charges now fixed in the license, as amended, 
for reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands involved is too low and therefore unreasonable and should be 
adjusted to conform to the schedule of charges specified in the rules and regula- 
tions of the Commission, and such adjusted annual charges, allowance having 
been made for the aforesaid decrease in area of lands of the United States 
occupied by the project, are reasonable as hereinafter fixed ; 

(3) That exhibit F-4, supplementing exhibit F-2; exhibit K-4 (FPC No. 96- 
83), superseding in part and supplementing exhibit S-2-I (FPC No. 96-27); 
exhibit K-5 (FPC No. 96-34), superseding exhibit S-2-B (FPC No. 96-26) ; and 
exhibit K-6 (FPC No. 96-35), superseding exhibit K-2, sheet 2 (FPC No. 96-30), 
filed as part of the application for amendment, conform to the Commission’s 
rules and regulations; and 

It is ordered: 

(A) That the license for project No. 96 be further amended to provide for the 
aforesaid changes in the project; 

(B) That the license, as further amended, shall contain the following special 
provision: “The transmission lines covered by the license as further amended 
shall not be utilized for the transmission of electric energy developed at the 
Hetch Hetchy project and disposed of in violation of section 6 of the Raker Act 
or any injunction in full force and effect restraining such disposition, and the 
licensee shall so operate said lines as to prevent their utilization for the trans- 
mission of such electric energy” ; 

(C) That the amount of annual charges now fixed in the license as amended 
be and it is hereby adjusted so that article 15 of the license shall read: 

“Anricen 15. Pursuant to the provisions of section 10 (e) of the Federal Power 
Act, the licensee shall pay to the United States for the purpose of reimbursing it 
for the costs of administration of Part I of the Act an annual charge of one 
(1) cent per horsepower on the installed capacity of 45,000 horsepower, plus 
two and one-half (2%4) cents per thousand kilowatt-hours of gross energy gener- 
ated by the project during the preceding fiscal year ended June 30. A state- 
ment of the number of kilowatt-houts generated during said fiscal year, certified 
under oath, shall be filed with the Commission on or before September 1 following 
the end of said fiscal year; 

“For the purpose of recompensing it for the use, occupancy, and enjoyment of 
the lands of the United States involved, excluding the transmission line right- 
of-way, $530.45 ; 

“For the use of lands of the United States for transmission line right-of-way, 
$20.32; 

“Payment by the licensee of annual charges shall be made to the United States 
within thirty (30) days from the end of the calendar year or within 30 days of 
rendition of a bill therefor by the Commission, whichever is later. A penalty 
will be imposed pursuant to the provisions of the Act for delinquency in pay- 
ment unless otherwise ordered by the Commission.” 

(D) That the exhibits specified in finding (3) above, superseding and supple- 
menting certain exhibits now part of the license as amended, be and they are 
hereby approved as part of the license as further amended. 
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Order modifying orders dated July 26, 1938, and June 13, 1939, respectively, 
to decrease annual charges and to approve certain exhibits 


Pacific Gas and Electric Company 
(Project No. 619) 


May 13, 1941 

It appearing that: 

(a) The Commission found in paragraph (4) (c) of its order dated July 26, 
1938, that the total annual charges for project No. 619 were reduced from 
$9,947.80 to $9,943.72; paragraph (B) thereof ordered that the annual charges 
be revised from $9,947.80 to $9,943.72, effective as of January 1, 1938; and para- 
' graph (C) thereof ordered that exhibit K-9-A (FPC No. 619-101) among other 
exhibits, be approved as part of the license; 

(b) The total annual charges for project No. 619 were actually reduced 
from $5,229.36 to $5,221.26 and exhibit K-9-A (FPC No. 619-101) has been 
superseded by exhibit K-9-A (FPC No. 619-102) filed February 20, 1939; 

(c) In the paragraph under the appearing clause and in paragraph (A) 
of the Commission’s order dated June 13, 1939, exhibit K-9-A (FPC No. 619- 
101), submitted as part of Pacific Gas and Electric Company’s application for 
amendment of license for project No. 619, is referred to as having been approved 
by the Commission, whereas no such approval had been given; 

(d) Exhibit K-9-A (FPC No. 619-102), superseding the aforesaid exhibit 
K-9-A (FPC No. 619-101) and made a part of the license for project No. 619 
by the Commission’s order dated June 13, 1939, pursuant tov which instrument 
No. 4 was executed by the Commission on July 27, 1939, shows a slight change 
in the lands of the United States occupied by the project, thereby affecting 
the amount of annual charges now fixed in the license as amended; 

The Commission, having considered the foregoing, finds: 

That the aforesaid orders dated July 26, 1938, and June 13, 1939, respec- 
tively, skould be modified so as to provide for the appropriate changes; and 

It is ordered: 

(A) That the Commission’s order dated July 26, 1938, be modified as follows: 

(1) Paragraph (4) (c) of the finding clauses to read: “Increase in the total 
project area from 3,188.5 acres to 3,193.08 acres, and reduction in public land 
occupied from 1,611.4 acres to 1,598.58 acres, a decrease in the ratio from 
0.505379 to 0.5006, a decrease in the annual charges for occupancy of Govern- 
ment lands from $879.36 to $871.04, an increase in the annual charges for 
transmission line occupancy from zero to $0.22, and a decrease in the total 
annual charges from $5,229.36 to $5,221.26 ;” 

(2) Paragraph (B) of the ordering clauses to read: “The annual charges to 
be revised from $5,229.36 to $5,221.26” ; 

(3) Paragraph (C) be revised so that the exhibits designated and specified 
therein, with the exception of exhibit K-9-A (FPC No. 619-101) be and they 
hereby are approved as part of the license for project No. 619; 

(B) That the Commission’s order dated June 13, 1939, be modified as fol- 
lows: 

(1) Under the appearing clause, the paragraph to read: “The revised map, 
designated as exhibit K-9-A (FPC No. 619-102) was filed pursuant to para- 
graph (E) of the aforesaid order of July 26, 1938, to show correctly the 
location of the transmission lines mentioned in said order”; 

(2) Paragraph (A) of the ordering clauses to read: “The aforesaid revised 
map designated as exhibit K-9-A (FPC No. 619-102) be and it hereby is 
approved as part of the license as amended.” 
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Order rescinding authorization of issuance of license (transmission line) and 
dismissing application for license 


The Montana Power Company 
(Project No. 1700) 


_ May 13, 1941 

It appearing that: 

(a) By order dated September 24, 1940, the Commission authorized issuance 
of a license to The Montana Power Company, of Butte, Montana, for transmission 
line project No. 1700, affecting lands of the United States within the Helena 
National Forest, in Powell County, Montana, but to date no draft of license has 
been sent to the company for acceptance ; 

(0) The line is a 15,000-volt, single-phase electric power line 3.76 miles long, 
extending from Elliston, Montana, to the MacDonald Pass airway beacon in sec. 
2,T.9 N., R. 6 W., Montana principal meridian ; 

Upon further examination of the source of energy transmitted over and the 
function served by said line, the Commission finds that it is not a primary line 
transmitting power from the powerhouse or appurtenant works of a hydroelec- 
tric project to the point of junction with the distribution system or with the 
interconnected primary transmission system as set forth in section 3 (11) of the 
Federal Power Act, for which reason the order of September 24, 1940, should 
be rescinded and the application for license dismissed without prejudice; and 

It is ordered: 

(A) That the order of September 24, 1940, authorizing issuance of license for 
transmission line project No. 1700 be and it is hereby rescinded, and the pending 
application for license for the transmission line project be and it is hereby dis- 
missed without prejudice ; 

(B) That said application for license be referred to the Department of Agri- 
eulture for appropriate action. 


Order authorizing amendment of license (major) 
Southern California Edison Company, Ltd. 
(Project No. 120) 

May 20, 1941 


Upon applications filed February 14, June 29, and October 11, 1938, by Southern 
California Edison Company, Ltd., licensee for major project No. 120, known as 
Big Creek No. 3 project, for amendment of license to provide for certain changes 
in the project as hereinafter specified ; and 

It appearing that: 

(a) The aforesaid applications for amendment seek, respectively : 

(i) The realignment of a section of the so-called Vincent telephone line and 
the elimination of a section of the Vincent road, all in sec. 6, T. 2 N., R. 12 W., 
San Bernardino meridian, California ; 

(ii) The use of additional lands of the United States at the crossing of the 
Vincent transmission line and the Big Creek transmission lines in secs. 4 and 5, 
T. 10 S., R. 24 E., and sec. 32, T. 9 S., R. 24 E., Mount Diablo meridian, 
California ; 

(iii) The elimination from the project of (1) the Cummings patrol station, 
comprising 2 acres, located in sec. 28, T. 11 N., R. 16 E., excepting a right-of-way 
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25 feet wide across said tract for the existing Vincent telephone line; (2) the 
Palmdale patrol station, comprising 0.49 acre, in sec. 26, T. 6 N., R. 12 W.; 
and (3) the telephone line extending a distance of about 4 miles from a con- 
nection with the main Vincent telephone line at a point in sec. 5, T. 5 N., R. 12 
W., to the said Palmdale patrol station; all in San Bernardino meridian, 
California ; = 

(b) The effect of the amendment will be to decrease the area of lands of the 
United States occupied by the project from 1,299.71 acres to 1,282.04 acres and 
to increase the length of transmission and telephone lines occupying lands of the 
United States, and having an equivalent right-of-way 100 feet wide, from 72.755 
miles to 75.802 miles ; 

(c) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has super- 
vision over the Angeles and Sierra National Forests, has reported favorably on 
the February 14, and June 29, 1938, applications ; 

(d) The Acting Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the February 14, and June 29, 1938, 
applications ; 

The Commission, having considered the applications and the project record, 
finds: 

(1) That the license, further amended as hereinafter provided, will not 
interfere or be inconsistent with the purposes for which the Angeles and Sierra 
National Forests or any reservation or withdrawal of public lands of the 
United States were created or acquired; it will not alter any of the basic 
facts upon which the license was issued; and it will not require public notice ; 

(2) That the amount of annual charges now fixed in the license, as amended, 
for reimbursing the United States for the costs of administration of Part I 
of the Federal Power Act and for recompensing it for the use, occupancy, and 
enjoyment of its lands involved is too low and, therefore, unreasonable and 
should be adjusted to conform to the schedule of charges specified in the rules 
and regulations of the Commission, and such adjusted annual charges, and 
the annual charges for the use, occupancy, and enjoyment of the aforesaid 
additional lands of the United States, are reasonable as hereinafter fixed; 

(3) That exhibit K, sheet.3112 (FPC No. 120-163), filed February 14, 1938, 
superseding exhibit K, sheet 3017 (FPC No. 120-46); exhibit K, sheet 3113 
(FPC No. 120-164), filed’ June 29, 1938, superseding exhibit K, sheet 3101 
(FPC No. 120-130); the additional sheets of exhibit C, filed February 14, 
1938, superseding certain sheets of exhibit C; the additional sheets of exhibit 
rF, filed October 11, 1938, superseding certain sheets of exhibit FF; exhibit K, 
sheet 3042, with Cummings patrol station (excepting 25-foot wide right-of-way 
for existing Vincent telephone line) eliminated therefrom; and appropriate 
exhibit K sheets (now part of the license) with corrections to show proper 
references to the above-mentioned revised exhibit FF sheets, conform to the 
Commission’s rules and regulations, and exhibit K, sheets 3106 and 3107, which 
relate to a part of the telephone line which has been abandoned, should be 
eliminated from the license; and 

It is ordered: 

(A) That the license for project No. 120 be further amended to provide for 
the aforesaid changes in the project; 

(B) That the amount of annual charges now fixed in the license as amended 
be and it is hereby adjusted so that article 16 of the license shall read: 

“ARTICLE 16. Pursuant to the provisions of sectoin 10 (e) of the Federal 
Power Act, the licensee shall pay to the United States for the purpose of re- 
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imbursing it for the costs of administration of Part I of the Act an annual 
charge of (1) cent per horsepower on the horsepower capacity authorized to be 
installed 210,000 hoursepower), plus two and one-half (24%) cents per thousand 
kilowatt-hours of energy generated by the project during the preceding fiscal 
year ended June 30. A statement of the number of kilowatt-hours generated 
during said fiscal year, certified under oath, shall be filed with the Commis- 
sion on or before September 1 following the end of said fiscal year; 

“For the purpose of recompensing it for the use, occupancy, and enjoyment 
of the lands of the United States involved, excluding the transmission line 
right-of-way, $1,434.34; 

“For the use of lands of the United States for transmission line right-of-way, 
$606.42 ; 

“Payment by the licensee of annual charges shall be made to the United 
States within thirty (30) days from the end of the calendar year or within 
30 days of rendition of a bill therefor by the Commission, whichever is later. 
A penalty will be imposed pursuant to the provisions of the Act for delinquency 
in payment unless otherwise ordered by the Commission.” 

(C) That the appropriate exhibit K sheets be corrected to show proper ref- 
erences to revised exhibit FF sheets filed October 11, 1938; exhibit K, sheet 
3042, be revised to eliminate therefrom the Cummings patrol station (excepting 
25-foot wide right-of-way for existing Vincent telephone line), and the exhibit 
so revised and the exhibits specified in finding (3) above, superseding certain 
exhibits now part of the license as amended, be and they are hereby approved 
as part of the license as further amended, and exhibit K, sheets 3106 and 3107, 
be and they are hereby eliminated from the license. 


Order instituting investigation 


Panhandle Eastern Pipe Line Company and Michigan Gas Transmission 
Corporation 


(Docket No. G-—207) 





May 22, 1941 


It appearing to the Commission that: 

(a) On February 28, 1941, the city of Detroit and the county of Wayne, Michi- 
gan, both of which are municipalities within the meaning of the Natural Gas Act, 
filed, at docket No. G—200, a petition which, among other things, alleges in sub- 
stance: that the Panhandle Eastern Pipe Line Company is engaged in the trans- 
portation of natural gas in interstate commerce from producing fields in the 
States of Texas and Kansas to a point of delivery near the city of Detroit; that 
it is also engaged in the sale of such gas to the Michigan Consolidated Gas Com- 
pany for resale in said city of Detroit and county of Wayne; that such gas is 
transported from a point on the Indiana-Illinois boundary line to a point at or 
near the city of Detroit by the Michigan Gas Transmission Corporation for the 
account of the Panhandle Eastern Pipe Line Company, for which transportation 
Panhandle Eastern Pipe Line Company pays its affiliate, Michigan Gas Trans- 
mission Corporation, an excessive rate or charge; that the rates and charges 
demanded and collected by Panhandle Eastern Pipe Line Company from the 
Michigan Consolidated Gas Company are unjust, unreasonable, and unduly dis- 
criminatory ; and said city of Detroit and county of Wayne request this Com- 
mission, after investigation, to fix and determine the just and reasonable rates 
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to be thereafter observed and in force in respect of such transportation and sale 
of natural gas for resale in said city and county ; 

(b) Michigan Gas Transmission Corporation filed an answer to said petition on 
March 28, 1941, denying, among other things, that it is affiliated with Panhandle 
Hastern Pipe Line Company, or “that the division to Michigan Gas Transmission 
Corporation of the rates and charges maintained by Panhandle Eastern Pipe 
Line Company are unjust and unreasonable, or that any charges of Michigan 
Gas Transmission Corporation in connection with the sale or delivery of gas to 
Michigan Consolidated Gas Company are excessive, unjust, or unreasonable”; 

(c) Panhandle Eastern Pipe Line Company filed an answer to said petition, 
on April 3, 1941, denying, among other things, that it is affiliated with the Michi- 
gan Gas Transmission Corporation, or that it is controlled by the Célumbia Gas & 
Electric Corporation, or that its rates are unjust, unreasonable, or discriminatory ; 

(d) The Panhandle Eastern Pipe Line Company is engaged in the transporta- 
tion of natural gas in interstate commerce through a transmission pipe line 
extending from the State of Texas to a point on the border line between the 
States of Illinois and Indiana, and the sale in interstate commerce of natural gas 
for resale, and may be a natural-gas company within the meaning of the Natural 
Gas Act; 

(e) The Michigan Gas Transmission Corporation is engaged in the transpor- 
tation of natural gas in interstate commerce through a transmission pipe line 
extending from a point on the border line between the States of Illinois and 
Indiana to a point at or near the city of Detroit, Michigan, and the sale in inter- 
state commerce of natural gas for resale, and may be a natural-gas company 
within the meaning of the Natural Gas Act; 

(f) Natural gas sold by the Panhandle Eastern Pipe Line Company to the 
Michigan Consolidated Gas Company for resale in the city of Detroit is trans- 
ported by Michigan Gas Transmission Corporation through its interstate trans- 
mission pipe line for the account of Panhandle Eastern Pipe Line Company; 

(g) It is necessary and proper, in the public interest, and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be insti- 
tuted by the Federal Power Commission, on its own motion, (1) to determine 
whether the Panhandle Eastern Pipe Line Company or the Michigan Gas Trans- 
mission Corporation is a natural-gas company within the meaning of the Natural 
Gas Act; and (2) into and concerning all rates, charges, or classifications de- 
manded, observed, charged, or collected by the Panhandle Eastern Pipe Line 
Company and the Michigan Gas Transmission Corporation in connection with 
any transportation or sale of natural gas subject to the jurisdiction of the Com- 
mission, and any rules, regulations, practices, or contracts affecting such rates, 
charges, or classifications ; 

The Commission, on its own motion, orders: 

That an investigation of the Panhandle Eastern Pipe Line Company and the 
Michigan Gas Transportation Corporation be and it is hereby instituted for the 
purpose of enabling the Commission: 

(1) To determine with respect to each of said companies (a) whether it is a 
natural-gas company within the meaning of the Natural Gas Act, and (b) whether 
in connection with any transportation or sale of natural gas subject to the juris- 
diction of this Commission, any rates, charges, or classifications demanded, ob- 
served, charged, or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential ; and 

(2) If the Commission, after hearing has been had, shall find that the Pan- 
handle Hastern Pipe Line Company or the Michigan Gas Transmission Cerpora- 
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tion is a natural-gas company within the meaning of the Natural Gas Act, and 
that any of their rates, charges, classifications, rules, regulations, practices, or 
contracts, subject to the jurisdiction of this Commission, are unjust, unreasonable, 
unduly discriminatory, or preferential, to détermine and fix by appropriate order 
or orders, just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed and in force. 


Order authorizing and approving sale of facilities 
South Carolina Utilities Company 
(Docket No. IT-5676) 

May 22, 1941 


Upon application filed February 10, 1941, by South Carolina Utilities Com- 
pany, hereinafter called the applicant, with its principal place of business at 
Conway, South Carolina, for an order pursuant to section 203 of the Federal 
Power Act, authorizing and approving, in accordance with the terms of an 
agreement entered into January 2, 1941, and subsequently amending (insofar 
as this Commission has jurisdiction) the sale of its electric facilities in Horry 
County and Georgetown County, South Carolina, to the South Carolina Public 
Service Authority, hereinafter called the Authority, a body corporate and 
politic created by special act of the Legislature of South Carolina, and addi- 
tional data and exhibits supplied by amendments to the application and in- 
formation in support thereof; and, 

It appearing that: 

(a) Due notice in writing of the foregoing application has been given to 
the Governor and Public Service Commission of the State of South Carolina. 
Notice allowing until February 21, 1941, for the filing of any protest, petition, 
or request to be heard in opposition to the granting of the application was 
published in the February 13, 1941, issue of the Federal Register. An op- 
portunity for hearing has been afforded and no protest, petition, or request 
to be heard in opposition to the granting of the application has been received. 

(b) Section 201 of the Federal Power Act excludes the Authority from 
the applicability of the provisions of Part II of the Federal Power Act. Under 
the act of the Legislature of South Carolina creating the Authority, the 
Authority is vested with the discretion of determining the price and other 
terms and conditions pursuant to which the facilities in question are to be 
acquired. 

(c) The Public Service Commission of the State of South Carolina has 
approved the proposed sale by its orders Nos. E-404 of February 6, 1941, and 
E-405 of February 18, 1941, docket No. 1885, In re Proposed Sale of Assets, 
Properties and Business of the South Carolina Utilities Company. 

Upon consideration of the application, as amended, and the record thereon, 
including the aforesaid information and data in support thereof supplied by 
the Authority, the transcript of hearing before the Public Service Commission 
of South Carolina, No. 923, held February 5, 1941, in the above referred to 
proceeding, and reports to this Commission heretofore made by the applicant, 
the Commission finds as follows: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of South Carolina. 

(2) The applicant purchases electric energy from the Carolina Power & 
Light Company which the applicant transmits by means of its transmission 
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facilities to points from which the electric energy is locally distributed for 
ultimate consumption at points in South Carolina. The electric energy so 
purchased, delivered to the applicant at Aynor, South Carolina, is at various 
times throughout the year generated outside South Carolina and transmitted 
from North Carolina to South Carolina. In this connection, the fact that 
the Carolina Power & Light Company transmits such electric energy from 
North Carolina at 110 kilovolts while the applicant purchases and transmits 
it at not more than 33 kilovolts is immaterial. 

(3) As set forth in the original application, the applicant proposed to sell 
to the Authority all its facilities, assets and properties for a cash purchase 
price of $835,000, plus amounts for additions and extensions after January 1, 
1941, for unbilled revenues from the last meter readings, and for merchandise, 
material and supplies as provided in the agreement of January 2, 1941. 

(4) According to data submitted by amendment to the application, the appli- 
cant now proposes that title to the applicant’s Myrtle Beach waterworks properties 
will be conveyed directly to the town of Myrtle Beach, South Carolina, for a cash 
consideration of $150,000, and the Authority will pay $685,000 in cash for the 
remainder of applicant’s facilities, assets and properties. 

(5) The proposed sale will not adversely affect the interests of the applicant or 
of the holders of its securities. 

(6) The Authority proposes to continue to obtain electric energy to supply the 
requirements of the system to be acquired in the same manner as such require- 
ments have heretofore been supplied. It proposes to put into effect for the first 
full month’s billing period after the acquisition of the properties new rate 
schedules embodying certain reductions in retail rates. The Authority states 
that it intends to construct a transmission line to Georgetown, South Carolina, 
and thence to the system being purchased, and that surveys for that line are now 
under way. It states that such a line, together with the present service from 
Carolina Power & Light Company, will afford an additional point of power inter- 
change between the Authority and that company and loop service wili be 
provided to that portion of the Authority’s system. 

(7) The applicant owns and operates facilities for the transmission of electric 
energy transmitted from the State of North Carolina and consumed by persons 
other than a transmitter thereof at points outside such State, and is a public 
utility within the meaning of that term as used in the Federal Power Act. 

(8) The facilities which the applicant seeks authority to sell include the whole 
of its facilities subject to the jurisdiction of this Commission and the proposed 
sale thereof is subject to the requirements of section 203 of the Federal Power Act 
for Commission authorization and approval. 

(9) Insofar as subject to the requirements of section 203, the proposed sale 
upon the terms and conditions set forth to this Commission and subject to the 
conditions hereinafter in this order provided will be consistent with the public 
interest. 

Upon the foregoing findings, the Commission orders: 

(A) The sale of such facilities by the applicant be and it hereby is authorized 
and approved, upon the terms and conditions shown to this Commission and 
subject to the terms of this order, insofar as it includes facilities subject to the 
requirements of section 208 of the Federal Power Act. 

(B) The foregoing authorization is subject to the condition that all actions by 
the stockholders and directors of the applicant and the directors of the Authority 
necessary to the due authorization of the conveyance to the Authority of appli- 
cant’s facilities, assets and properties, but not including the Myrtle Beach water- 
works, for a cash consideration of $685,000, and necessary to the requisite exten- 
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sion of the closing date, shall have been duly taken prior to or at the time of 
closing; and that affidavits shall have been furnished to the Authority and the 
city of Myrtle Beach by proper officer of the applicant that all debts of the 
applicant have been fully paid. e 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) This authorization shall expire unless acted upon within 60 days after the 
entry of this order. 

(E) The applicant shall report with reference to the subject matter hereof as 
required by the Commission's Rules of Practice and Regulations. 


Determination for right-of-way under section 24 of the Federal Power Act 


F. W. Heckendorf 
(Docket No. DA-223—Colorado) 
May 27, 1941 


Upon application (Denver 051450) filed by F. W. Heckendorf for right-of-way 
under the acts of March 3, 1891 (26 Stat. 1095), and May 11, 1898 (30 Stat. 404), 
for the main purpose of irrigation, for a reservoir, and the relocation of the 
“Frank Mayol Ditch,” requiring a determination under section 24 of the Federal 
Power Act with respect to the following described lands: 


Sixth principal meridian, Colorado 


a 
T. 13 S. 


R. 78 W., sec. 18, lots 3 and 4; 
, R. 79 W., sec. 12, SW1Y4SE% ; 
sec. 13, E4SE%, NW%SE%, WYNNE. 


And it.appearing that: 

(a) The lands in lots 3 and 4, sec. 18, T. 13 S., R. 78 W., and in the EY, SEY, 
sec. 13, T. 13 S., R. 79 W., are withdrawn in Power Site Classification No. 32, dated 
April 29, 1922; those in the SW14SE\4, sec. 12, and in the W4%4ANE% and 
NWSE, sec. 13, T. 13 S., R. 79 W., are withdrawn in Power Site Reserve No. 92; 

(b) The Geological Survey has reported that the power value of the lands lies 
in their possible use for conduit location in connection with a suggested power 
development of the stretch of the Arkansas River in which they are located; that 
development of the site is not imminent, and that the use of the lands for ditch and 
reservoir locations will not interfere materially with power development; that 
the proposed use is, and the past use of the original ditch for about 70 years has 
been, for irrigation purposes ; and that it will offer no objection to the approval of 
the right-of-way if made subject to the provisions of section 24 of the Federal 
Power Act; 

(ce) The Governor of Colorado was notified on July 11, 1940, of the filing of 
the application, and in response thereto the chief clerk of the State board of 
land commissioners, by letter dated July 17, 1940, reported that none of the lands 
belongs to the State or is under selection by the State under the Taylor Grazing 
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Act, and that, therefore, the State is not interested, and further, that such reloca- 
tion would in no way affect the State’s conservation plan ; 

The Commission determines: 

That the value of the above-described lands will not be injured or destroyed 
for the purposes of power development by location thereon of the proposed reser- 
voir site and proposed ditch relocation, subject to the provisions of section 24 of 
the Federal Power Act, and subject to the stipulation that in case the applicant 
for this proposed right-of-way, or his successors or assigns, should desire to 
develop the potential power of the site, he or they shall apply for a license for 
that purpose from the Federal Power Commission. 









































Order granting petition for intervention 
Ray Phebus 


(Docket No. G—206) 






May 28, 1941 


The Public Service Commission of Indiana having filed on May 26, 1941, a peti- 
tion to intervene herein, and the Commission having duly considered the same ; 

It appearing to the Commission that: 

The participation of the Public Service Commission of Indiana in this proceed- 
ing is in the public interest ; 

The Commission orders: 

That the Public Service Commission of Indiana be and it is hereby permitted 
to become an intervener and party to this proceeding, subject to the rules and 
regulations of this Commission; provided, however, that such permission shall 
not be construed as recognition by this Commission that said Public Service Com- 
mission of Indiana might be aggrieved by any order of the Commission issued in 
this proceeding. 


Order denying petition of city of Jeannette to intervene 





City of Cleveland, Complainant v. Hope Natural Gas Company, Defendant; City 
of Akron, Complainant v. Hope Natural Gas Company, Defendant; Hope Nat- 
ural Gas Company ; and Pennsylvania Public Utility Commission, Complainant 
v. Hope Natural Gas Company, Defendant 


(Docket Nos. G-100, G-101, G-113, and G—127) 


May 29, 1941 





It appearing to the Commission that: 
(a) On May 24, 1941, the city of Jeannette, Pennsylvania, filed a petition witn 
this Commission for leave to intervene herein ; 

(b) The participation of the city of Jeanette does not appear to be in the public 
interest because the proceedings have progressed to the final phase; this investi- 
gation includes comprehensive evidence on the very interstate wholesale rate in 
which petitioner asserts an interest; and the public interest will be better served 
by a prompt conclusion of the proceedings than by the delay which would be inci- 
dent to the presentation of the evidence proposed by petitioner ; 

The Commission orders: 

That the petition of the city of Jeannette, Pennsylvania, to intervene in these 
proceedings be and it is hereby denied. 
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Finding of Commission 
Clam River Dam Company 
(Docket No, DI-161) 
June 3, 1941 


Upon declaration of intention filed April 9, 1941, pursuant to section 23 (b) of 
the Federal Power Act, by Clam River Dam Company of Grantsburg, Wisconsin, 
to construct a water-power project on Clam River in Burnett County, Wisconsin ; 
and 

It appearing to the Commission, after investigation of the aforesaid construc- 
tion, the declaration of intention, and all pertinent records, that: 

(a) The declarant is a corporation organized and operating under the laws 
of the State of Wisconsin ; 

(b) The proposed project to be located near the mouth of the Clam River, 
will consist of a dam 30 feet high and approximately 970 feet long, 105 feet 
of which will consist of a concrete spillway and powerhouse section and the 
remainder of an earth fill; a powerhouse with a proposed installation of 800 
kilowatts; and a reservoir which will flood an area of 482 acres; 

(c) The proposed project will be located on the Clam River, a tributary of 
the St. Croix River, which latter flows into the Mississippi River at a point 
41 miles below Minneapolis ; 

(d) Clam River is a shallow, tortuous stream having a total length of about 
50 miles, average width of 100 feet, and from Clam Lake to the St. Croix, a dis- 
tance of 25 miles, is merely a widening of the river; there is no evidence of its 
past use for navigation and the dam proposed in the declaration of intention 
is so near the confluence of the river with the St. Croix that any possible effects 
of reservoir operation on the Clam below the dam might well be disregarded ; 

(e) The St. Croix River, from its mouth to Taylors Falls (52 miles), is regarded 
as navigable, and the stretch of the St. Croix between Taylors Falls and the 
mouth of the Clam (56 miles) may be improved for navigation by the con- 
struction of locks and dams, but in any event, the ratio of flow of the Clam to 
that of the St. Croix is so small (about 6.5 percent) that a retention of all flow 
of the Clam into the proposed reservoir of declarant’s would have but slight 
effect in reducing channel depths in the St. Croix; 

(f) No lands of the United States will be affected by the proposed construction ; 

The Commission finds: 

That the interests of interstate or foreign commerce will not be affected by 
the proposed construction, and no lands of the United States will be involved. 


Order approving disposition of amounts in account 107, electric plant adjustments 
New Mexico Power Company 
June 3, 1941 


It appearing to the Commission that: 

(a) On June 27, 1989, New Mexico Power Company, hereinafter referred to 
as “company,” submitted proposed reclassification and original cost studies re- 
quired by electric plant accounts instruction 2—D of the Commission's Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, effective Janu- 
ary 1, 1937, and Commission’s order of May 11, 1937; 

(b) A field examination made by the Commission staff revealed certain defi- 
ciencies in the company’s studies, and by letter of January 11, 1940, the company 
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was apprised of the deficiencies in the proposed reclassification and original 
cost studies and was directed to make certain adjustments therein ; 

(c) Thereafter, on July 12, 1940, the company submitted revised proposed 
reclassification and original cost studies ; 

(d@) The Commission’s staff made a field examination of the revised studies 
and on December 31, 1940, submitted a report entitled “New Mexico Power 
Company, Santa Fe, New Mexico, Report on the Reclassification and Original 
Cost Studies of Electric Plant as at January 1, 1937” ; 

(e) The Commission’s staff report was transmitted to the company on 
January 2, 1941, with requests that the accounting adjustments indicated in the 
report be made, copies of the adjusting journal entries be submitted, and a plan 
be submitted for disposing of the amounts included in Account 100.5, Electric 
Plant Acquisition Adjustments; Account 107, Electric Plant Adjustments; and 
Account 108.15, Common Utility Plant Acquisition Adjustments; the amounts for 
the respective accounts being $32,442.53, $38,947.68, and $5,833.32 ; 

(f) The plant accounts, as reclassified in the company’s studies, together with 
the adjustments of the Commission’s staff and the status of the accounts after 
reflecting such adjustment may be briefly summarized as follows: 


As reclassified | Proposed ad-| After ad- 
Account by company justments justments 
100. Electric plant: 
100.1. Electric plant in service: 
Intangible plant . Sees ee 
Steam production plant a ($25, 730. 07) 
Hydraulic production plant. \ 4, 704. 25 
Internal combustion engine production plant ‘ 
Transmission plant ; (105. 05) 
Distribution plant , (5, 112. 03) 
General plant. , 606. (19, 579. 90) | 


Total electric plant in service , 941. (45, 822. 80) 

100.3. Construction work in progress sdcditiseseecdl 
100.5. Electric plant acquisition adjustments . 26 (7, 238. 73) 
Total electric plant 1, 573, 674. 62 (53, 061. 53)| 1, 520, 613. 09 

107. Electric plant adjustments. -____..........,...--- Rieke 3, 027. 11 35, 920. 57 7.68 
108. Other utility plant: nt ee : 
108.11. Common utility plant in service._...............|.------------..- 25, 636. 60 25, 636. 60 
108.15. Common utility plant acquisition adjustments. _-| - 5, 833. 32 5, 833. 32 
Total common utility plant-..................]..-.-...-..--- ; 31, 469. 92 31, 469. 92 

108.3. Water plant 2, 089, 424. 37 (16, 030. 87)| 2, 073, 393. 50 
Total other utility plant 2, 089, 424. 37 15, 439.05 | 2, 104,963.42 

Total utility plant .-.-| 3,666, 126. 10 (1, 701.91)| 3,664,424 19 

110. Other physical property 1, 701. 91 1, 701. 91 








Grand total ‘ 3, 666, 126. 10 


(g) The reclassification entries result in the inclusion of amounts in Account 
107, Electric Plant Adjustments, the recommended disposition of which is de- 
scribed as follows: 


(1) To Account 250, Reserve for Depreciation of Electric Plant, repre- 

senting underpriced and unrecorded retirements___._..._________ $7, 391. 88 
(2) To Account 265, Contributions in Aid of Construction, represent- 

ing contributions of customers_._-......_--_------_----_--__- (61. 75) 
(8) To Account 270, Capital Surplus, representing write-up of acquired 

28, 377. 30 

(4) To Account 271, Earned Surplus, representing erroneous charges 

to plant accounts 
(5) To Account 108, Other Utility Plant, representing correction of 

erroneous credit applicable to water utility 
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(h) On April 9, 1941, the company submitted proposed journal entries reflect- 
ing the reclassification adjustments and plan of disposition set forth in paragraph 
(g) hereof; - 

(i) The company proposes to dispose of the amount of $32,442.53 classified in 
Account 100.5, Electric Plant Acquisition Adjustments, and the amount of $5,833.32 
classified in Account 108.15, Common Utility Plant Acquisition Adjustments, 
within Account 108, Other Utility Plant, by writing off such amounts through 
charges to Account 537, Miscellaneous Amortization, over a period of thirty-six 
months, such disposition being in accordance with the permissive provisions of 
the Commission’s order No. 42—A entered July 11, 1989; 

The Commission finds: 

(1) That the proposed plans for disposition of the amounts established in 
Account 107, Electric Plant Adjustments, submitted on April 9, 1941, and de- 
scribed in paragraph (g) hereof, are in conformity with correct accounting 
principles and the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees ; 

(2) That the proposed plans for disposition of the amounts established in 
Account 100.5, Electric Plant Acquisition Adjustments, and Account 108.15, 
Common Utility Plant Acquisition Adjustments, within Account 108, Other Utility 
Plant, submitted on April 9, 1941, and described in paragraph (i) hereof, are 
in conformity with the provisions of the Commission’s order No. 42—A, dated 
July 11, 1939, and do not require further approval ; 

The Commission orders: 

(A) That the company dispose of the amount of $38,947.68 established in Ac- 
count 107, Electric Plant Adjustments, as described in paragraph (g) hereof; 

(B) That the proposed journal entries submitted by the company on April 9, 
1941, reflecting the accounting disposition of the amount included in Account 107, 
Electric Plant Adjustments, as described in paragraph (g) hereof be and they 
are hereby approved. 


Order granting partial ezemption from payment of annual charges 
Loup River Public Power District 
(Project No. 1256) 
June 3, 1941 


Upon application filed March 31, 1941, by Loup River Public Power District, 
licensee for project No. 1256, for exemption from payment of annual charges for 
the year ended December 31, 1940, pursuant to the terms of section 10 (e) of the 
Federal Power Act and the Commission’s regulations thereunder, on the grounds 
that the entire electric power operations, project and nonproject, were conducted 
without profit, and that part of the power generated by the project was sold to or 
interchanged with nonprofit corporations; and 

The Commission, having considered the application and the record thereon, finds: 

(1) That the licensee is a municipality within the definition in section 3 (7) 
of the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10 (e) of the Act; 

(2) That the licensee has submitted satisfactory evidence that 95.78471 percent 
of the power generated by the project was sold to or interchanged with public 
power and irrigation districts, namely, Platte Valley Public Power and Irrigation 
District and The Central Nebraska Public Power and Irrigation District, which 
would entitle the licensee to partial exemption from liability for payment of 
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annual charges to the extent of $4,701.83, leaving a balance to be paid in the 
amount vf $206.92; and i 

It is ordered: 

That the licensee be and it hereby is exempted from liability under the license 
for project No. 1256 for payment of 95.78471 percent of annual charges for the 
year ended December 31, 1940, or $4,701.83, leaving a balance of $206.92 now due, 
payment of which shall be made within 30 days from the date of receipt by the 
licensee of a copy of this order. 


Order rescinding authorization of issuance of license (transmission line). and 
dismissing application for license 


Mississippi Power Company 
(Project No. 1708) 


June 3, 1941 





It appearing that: 
(a) By order dated May 28, 1940, the Commission authorized issuance of 
license to Mississippi Power Company of Gulfport, Mississippi, for transmission 
line project No. 1708, affecting lands of the United States within the DeSoto 
National Forest, in Forrest, Stone, and Harrison Counties, Mississippi, but to 
date no license has been issued to the company by the Commission ; 

(b) The line is a 110,000-volt, wood-pole type, extending from Hattiesburg, 
Mississippi, to Gulfport, Mississippi, and occupies rights-of-way 100 feet wide and 
5.743 miles long on lands of the United States within the DeSoto National Forest; 

Upon further examination of the source of energy transmitted over and the 
function served by said line, the Commission finds that it is not a primary line 
transmitting power from the powerhouse or appurtenant works of a hydroelectric 
project to the point of junction with the distribution system or with the inter- 
connected primary transmission system as set forth in section 3 (11) of the 
Federal Power Act, for which reason the order of May 28, 1940, should be 
rescinded and the application for license dismissed without prejudice; and 

It is ordered: 

(A) That the order of May 28, 1940, authorizing issuance of license for trans- 
mission line project No. 1708 be and it is hereby rescinded, and the pending 
application for license for the transmission line project be and it is hereby dis- 
missed without prejudice; 

(B) That said application for license be referred to the Department of Agri- 
culture for appropriate action. 


Order authorizing issuance of securities 
The Nevada-California Electric Corporation 
(Docket No. IT-5693) 


June 3, 1941 





The Nevada-California Electric Corporation hereinafter referred to as the 
applicant, whose principal place of business is at 3771 Eighth Street, Riverside, 










































APPENDIX—ORDERS 957 


California, by application filed May 15, 1941, and subsequently amended and 
supplemented, applied for an order pursuant to section 204 of the Federal Power 
Act authorizing it to issue 105,023 shares of $3 cumulative preferred stock, $50 
par value, and 630,138 shares of common stock having a par value of $10 each. 

From the application as supplemented and amended and the record thereon, it 
appears that: 

(a) Written notice of the application has been duly given to the Corporation 
Commission of Arizona, the Railroad Commission of California, the Public Service 
Commission of Nevada, and to the Governor of each of those states. Notice of 
the application was also published in the Federal Register on May 20, 1941, stating 
that any person desiring to be heard or to make any protest in reference to the 
said application should file a petition or protest on or before May 31, 1941. No 
protest, petition, or request to be heard in opposition to the granting of the 
application has been received. 

(b) The applicant presently has outstanding 105,023 shares of $100 par value 
preferred stock and 84,683 shares of $10 par value common stock. Cumulative 
dividend arrearages on such preferred stock amount to $11 per share as of June 
30, 1941. The applicant proposes, subject to acceptance by individual holders of 
outstanding preferred stock, to issue one-fifth of a share of the $3 cumulative 
preferred stock and to pay $1 in cash in full settlement of such dividend arrear- 
ages for each share outstanding. The amount of dividend arrearages is to be 
charged to applicant’s earned surplus. 

(c) The applicant also proposes to issue four-fifths of a share of the $3 cumu- 
lative preferred stock and 6 shares of its $10 common stock in the reclassification 
and conversion of each share of its outstanding $100 cumulative preferred stock. 

(@) No underwriters’ or finders’ fees are proposed to be paid in connection 
with the transaction. 

Upon consideration of the application as supplemented and amended and the 
record thereon, the Commission finds as follows: 

(1) The applicant is a corporation organized and existing under the laws of 
the State of Delaware and is engaged in the business of generating, transmitting, 
and distributing electric energy to the public within the States of California, 
Arizona, and Nevada. 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between and 
among the aforesaid States and consumed by persons other than the transmitter 
thereof at points outside the respective States from which it is transmitted. The 
applicant is, therefore, a public utility within the meaning of that term as used 
ini said section 204 of the Act. . 

(3) By the payment of dividend arrearages and reclassification and conversion 
of its outstanding $100 par value preferred stock as proposed the applicant will 
issue securities within the meaning of that term as used in said section 204 (a) of 
the Act. 

(4) None of the States of Delaware, Arizona, California, or Nevada has any 
law under which the issuance of applicant’s common stock or preferred stock is 
regulated by a State commission, and the proposed issues are therefore not 
exempted from the requirements of said section 204 (a) by the provisions of 
section 204 (f) of said Act. 

(5) The applicant has not been shown to be subject to the requirements of the 
Public Utility Holding Company Act of 1935 or of any rule, regulation, or order 
thereunder in respect of the proposed issuance of securities. The proposed issues 
are therefore not exempted by section 318 of said Act from the requirements of 
said section 204 (a). 
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(6) The issuance of securities as proposed will not result in the capitaliza- 
tion of the right to be a corporation or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any tax 
or annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract. 

(7) The issuance of securities as proposed will tend to improve the applicant's 
financial position. 

(8) The proposed issues of securities as hereinafter authorized will be for a 
lawful object, within the corporate purposes of the applicant and compatible with 
the public interest, which is appropriate for and consistent with the proper per- 
formance by the applicant of service as a public utility and will not impair its 
ability to perform that service, and is reasonably appropriate for such purposes. 

Upon the foregoing findings, the Commission orders as follows: 

(A) The aforesaid issues of 105,023 shares of $3 cumulative preferred stock, 
$50 par value, and 630,138 shares of common stock having a par value of $10 
each are authorized upon the terms and conditions and for the purposes set 
forth in the application as supplemented and amended. 

(B) The foregoing is without prejudice to the authority of this Commission 
or any other regulatory body with respect to rates, service, accounts, valuation, 
estimates or determination of costs, or any other matter whatsoever which may 
come before this Commission or such other regulatory body, and nothing in this 
order shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted. 

(C) This authorization shall expire unless acted upon within ninety (90) days 
after the entry of this order. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 

(E) The applicant shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of Practice and Regulations. 


Finding of Commission 
First Iowa Hydro-Electric Co-operative 
(Docket No. DI-154) 
June 8, 1941 


Upon declaration of intention filed January 29, 1940, pursuant to section 23 
(b) of the Federal Power Act, by First Iowa Hydro-Electric Co-operative of 
Muscatine, Iowa, to construct a project on Cedar River, a tributary of the 
Iowa River, in Muscatine and Cedar Counties, Iowa; and 

Upon supplemental declaration of intention filed April 2, 1941, by the same 
cooperative to construct a different scheme of development at approximately 
the same site; and 

It appearing to the Commission, after investigation of the proposed construc- 
tion, consideration of the declaration of intention and supplement thereto, and 
all pertinent records, that: 

(A) The declarant is a corporation organized and operating under the laws 
of the State of Iowa; 

(B) The project as proposed both in the declaration of intention and sup- 
plement thereto will be located on the Cedar River near Moscow, Iowa, about 
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21 miles above its junction with the Iowa River, which latter stream flows into 
the Mississippi River at a point about 28 miles below the mouth of the Cedar 
River ; 

(C) Both the Cedar and Iowa Rivers at one time carried a portion of the 
produce and immigration of central Iewa, and steamboats made many trips 
with more or less regularity in this trade; 

(D) Past actual use of the Cedar and Iowa Rivers for navigation over a 
period of years and in substantial volume establishes the susceptibility of 
these rivers to navigation, notwithstanding present nonuse ; 

(EB) The project as proposed in the original declaration of intention was to 
consist of a dam on the Cedar River not more than 53 feet high, having an 
over-all length of about 8,588 feet, composed of a nonoverflow concrete gravity 
section, a concrete spillway section controlled by 16 Taintor gates, and an 
earth section; a power house integral with the dam, with proposed installa- 
tion of three 5,000-kw. generating units; and a reservoir having a useful storage 
capacity of 72,000 acre-feet ; 

(F) The effect of operation of the project, as proposed in the original decla- 
ration of intention, would be to reduce the stage of the Iowa River at Wapello, 
a point about 34 miles below the project, by as much as 1.3 feet; and to reduce 
the stage of the Mississippi River at the mouth of the Iowa by about 0.5 foot; 

(G) The project as proposed in the declaration of intention as supple- 
mented, will consist of the dam on the Cedar River; a diversion canal about 
8 miles long from the reservoir on the Cedar River which will divert the water 
to the banks of the Mississippi River at Muscatine, Iowa; and instead of the 
power plant being constructed at the dam, it will be constructed on the west 
bank of the Mississippi River at Muscatine, and will have an initial installa- 
tion of 50,000 kilowatts, with an ultimate installation of 100,000 kilowatts; 

(H) The effect of operation of the project, as described in the declaration 
of intention as supplemented, on the flow of the Cedar and Iowa Rivers would 
be substantially the same as that which the original project would have caused, 
except that it would be more continuous and frequent ; 

(I) Apparently the diversion canal will be of sufficient size to divert the 
entire flow of the Cedar River over long periods of low and moderate flow; 
and such diversion could lower the stage of the Iowa River by about 1.6 feet 
at Wapello, Iowa; 

(J) The operation of the modified project would cause a discharge of addi- 
tional water through the diversion canal into the Mississippi River at Musca- 
tine in the amount of from 9,300 c. f. s. to 15,500 c. f. s. for short periods; 
which compares with the minimum flow in the Mississippi at Muscatine, esti- 
mated as approximatey 7,300 c. f. s.; 

(K) Declarant has stated that the modified project could be so operated as 
to give a sustained flow for six continuous days and then completely shut 
down for a 24-hour period over Sunday of each week, during which shut-down 
period a steam standby plant situated about 1%4 miles from the hydro plant 
will be operated ; 

(L) According to the records of the General Land Office, two small islands 
situated in the Cedar River about 5% miles and 6% miles, respectively, above 
the proposed dam site and within the storage lake area of the proposed project 
(lot 4, sec. 6, and lot 7, sec. 8, T. 78 N., R. 2 W., 5th principal meridian, Iowa) 
are vacant publie lands, and are included in Power Site Classification No. 321, 
dated December 5, 1940; 

The Commission finds: 


(1) That the Cedar and Iowa Rivers are navigable waters of the United 
States ; 
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(2) That the diversion of water from the Cedar River by means of the 
diversion canal as set forth above would have a direct and substantial effect 
upon the flow and stage of the Iowa River and hence would affect the navigable 
capacity of that river; 

(3) That the alternate withholding of water in the reservoir and. canal 
during periods of shut-down of the power plant and the release of water at 
substantial rates of flow during periods of operation of the power plant, as set 
forth above, would cause extreme fluctuations in the flow of the Mississippi 
River at Muscatine, Iowa, and would substantially affect the navigable capacity 
of that river; 

(4) That the interests of interstate commerce would be affected by construc- 
tion of the project as described in the declaration of intention as supplemented; 

(5) That the two small islands described in paragraph (L) above are public 
lands of the United States and will be partly or wholly flooded ‘by the reservoir 
of the proposed project and will be occupied by the project ; 

(6) That a license for the construction proposed above is required under 
the provisions of the Federal Power Act. 


Order granting petition for intervention 
Ray Phebus 
(Docket No. G-206) 
June 6, 1941 


It appearing to the Commission that: 

(a) On June 4, 1941, the city of Vincennes, Indiana, filed a petition for leave 
to intervene herein ; 

(b) The participation of the city of Vincennes, Indiana, in this proceeding 
may be in the public interest ; 

The Commission orders: 

That the city of Vincennes, Indiana, be and it is hereby permitted to become 
an intervener and party to this proceeding, subject to the rules and regulations 
of this Commission: Provided, however, That such permission shall not be 
construed as recognition by this Commission that said city of Vincennes, 
Indiana, might be aggrieved by any order of the Commission issued in this 
proceeding. 


Determination for right-of-way under section 24 of the Federal Power Act 
Arizona State Highway Department 
(Docket No. DA-68—Arizona) 
June 10, 1941 


Upon application (Phoenix 079864) filed by Arizona State Highway Depart- 
ment for a material-site right-of-way under the Act of November 9, 1921 (42 
Stat. 212), requiring a determination under section 24 of the Federal Power Act 
with respect to the following described lands: Gila and Salt River meridian, 
Arizona, T. 6. S., R. 31 E., sec. 6, SUNWIYZSEMU, and NY%~SWYSEY; 

And it appearing that: 

(a) The lands, which lie adjacent to the Gila River, are. withdrawn in 
Padwer Site Reserve No. 759, dated November 22, 1924; 
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(b) The Geological Survey has reported that the lands may possibly be 
affected by backwater from a proposed dam, and may have value for canal 
or conduit location, but because of the probable remoteness of development of 
the Gila River in the vicinity of the lands, it would offer no objection to the 
approval of the proposed right-of-way -if made subject to the provisions of 
section 24 of the Federal Power Act, and subject to a suitable stipulation as 
hereinafter provided ; 

The Commission determines: 

That the value of the above-described lands will not be injured or destroyed 
for the purposes of power development by their use as a material-site, subject 
to the provisions of section 24 of. the Federal Power Act, and subject to the 
stipulation that if and when the lands are required for purposes of power 
development, the transferee of the right-of-way shall at its own expense remove 
any of its improvements and equipment located thereon, and file with the Sec- 
retary of the Interior a relinquishment of the right to use said right-of-way 
insofar as it is affected by the proposed power development. 


Determination under Section 24 of the Federal Power Act 
Scott C. Young and Anna B. Young 
(Docket No. DA-335—Oregon) 
June 10, 1941 


Upon application (Roseburg 022561) filed by Scott C. Young and Anna B. 
Young for forestland exchange under the Act of March 20, 1922 (42 Stat. 465), 
as amended, requiring a determination under section 24 of the Federal Power 
Act with respect to the following described land: Willamette meridian, Oregon, 
T.115S., R. 7E., sec. 16 SE4SEYNWIZNEY, ; area, 2.5 acres ; 

And it appearing that: 

(a) The land is withdrawn in Power Site Classification No. 291, dated Sep- 
tember 9, 1936; 

(b) The land is not used or occupied for power purpuses; no application 
is known to be pending or imminent to use it for power purposes; and it is not 
essential to a power source for an existing community or Government resource ; 

(c) The Geological Survey has reported that the land lies adjacent to 
North Fork Santiam River and may have value as canal or conduit location 
in connection with a development proposed on that stream; and that, since 
the land has potential power value only as canal or conduit location, and since 
development is probably remote, it recommends restoration of the land to 
entry ; 

(d) The above-described land is within the boundary of the Willamette 
National Forest; the Acting Secretary of Agriculture has recommended that 
this forest land exchange be consummated and that patent be issued to the 
proponents of the exchange for this small tract, in connection with other lands 
which are not withdrawn for powersite purposes ; 

The Commission determines: 

That the value of the above-described land will not be injured or destroyed 
for purposes of power deyelopment by location, entry, or selection under the 
public land laws, subject to the provisions of section 24 of the Federal Power Act. 
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Order approving transfer of license (minor) 
Columbia River Packers Association, Inc., and Alaska Packers Association 
(Project No. 620) 
June 10, 1941 


Upon joint application filed April 25, 1941, by Columbia River Packers Associa- 
tion, Inc., licensee for minor project No. 620, and Alaska Packers Association, 
of San Francisco, California, for approval of transfer of license for the project 
from the former to the latter; and 

It appearing that: 

The license for project No. 620 was issued October 5, 1925; for a period of 
25 years to Columbia River Packers Association, Inc., and affects lands of the 
United States in the vicinity of Chignik, Third Judicial Division, Chignik 
Recording Distrct, Alaska ; 

The Commission, having considered the joint application and the project 
record, finds: 

(1) That the proposed transferee is a corporation organized under the laws 
of the State of California and has submitted satisfactory evidence of compliance 
with the requirements of all applicable state and territorial laws insofar as 
necessary for the operation of the project as required by section 9 (b) of the 
Federal Power Act; 

(2) That approval of the transfer of the license for the project will be con- 
sistent with the public interest ; and 

It is ordered: 

That the transfer of license for project No. 620 from Columbia River Packers 
Association, Inc., to Alaska Packers Association be and it is hereby approved, 
effective as of the date of conveyance of the project properties, and subject to 
the provisions of section 8 of the Act and section 9.3 of the Commission’s rules 
and regulations. 


Order approving easement for road right-of-way 
The Washington Water Power Company 
(Project No. 637) 
June 10, 1941 


Upon request made April 22, 1941, on behalf of The Washington Water Power 
Company, licensee for project No. 637, for Commission approval of an agree- 
ment between itself and Chelan County, State of Washington, concerning an 
easement for a road right-of-way, certified copies of the agreement having been 
filed with the Commission with the aforesaid request; and 

It appearing that: 

Under the provisions of the aforesaid agreement, dated March 31, 1941, The 
Washington Water Power Company grants to Chelan County an easement for 
the location and establishment of a public highway occupying a right-of-way 
60 feet wide and 620 feet long within the area of project No. 637 for a period 
terminating May 7, 1976, which date is within the period of the license; 

The Commission, having considered the request, the agreement and the 
project record, finds: 
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That approval by the Commission of the aforesaid agreement will be appro- 
priate and consistent with the public interest; and 

It is ordered: 

That the aforesaid agreement dated March 31, 1941, be and it hereby is 
approved. 7: 


Order changing effective date of license charges and authorizing amendment of 
license accordingly 


The Montana Power Company 
(Project No. 1473) 


June 10, 1941 

It appearing that: 

(a) On September 3, 1940, the Commission issued a license to The Montana 
Power Company for project No. 1473, which includes facilities formerly under 
a permit issued by the Secretary of Agriculture, and facilities formerly under 
a license issued by this Commission for project No. 322, which expired July 
1, 1988; 

(b) The license for project No. 1473 was made effective as of July 1, 1938, 
the expiration date of the license for project No. 322, but the annual charges 
specified in the license for project No. 1473 were made effective from January 
1, 1939; 

(c) The licensee has paid to the Commission annual charges under the license 
for project No. 322 to the expiration date of that license, and in addition 
thereto, for a period ending December 31, 1938; 

(d@) The licensee has also paid to the Commission annual charges under the 
license for project No. 1473 from the effective date of the charges, January 1, 
1939, through December 81, 1940; 

(e) The licensee has paid to the Forest Service an annual charge of $400 
for the years 1938, 1939, and 1940, for that part of the project facilities of 
project No. 1473 formerly under the permit ; 

(f) The effective date now specified in the license for project No. 1473 for the 
commencement of annual charges, affords no basis for collecting charges for those 
project facilities formerly included in project No. 322 for the period commenc- 
ing from the expiration date of the license for that project to the effective date 
of the charges for project No. 1473 which includes-therein those facilities; and 
causes a duplication of payment by the licensee, inasmuch as the licensee has 
paid charges to the Forest Service and to the Commission for the period Sep- 
tember 3, 1940 (the date of issuance of license for project No. 1473), through 
December 31, 1940, for those facilities formerly covered by the permit; 

The Commission finds: 

That by reason of the facts stated hereinabove, it is appropriate to change the 
effective date of the annual charges now specified in the license for project No. 
1473, so that (1) charges may be assessed for those project facilities formerly 
licensed as project No. 322, for the period from July 1, 1938, to September 3, 
1940, the date of issuance of the license for project No. 1473; (2) the licensee 
will be relieved from duplicate payments of charges to the Forest Service and 
to the Commission for those project facilities formerly under the aforesaid per- 
mit; and (3) the duplicate payments to the Forest Service may be refunded ; and 

It is ordered: 

That the effective date for the commencement of the annual charges specified 
in the license for project No. 1473 be and they hereby are changed so as to be 
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effective from July 1, 1938, for those project facilities formerly licensed as 
project No. 322, and to be effective from September 3, 1940, for those project 
facilities formerly under the permit issued by the Secretary of Agriculture; 
and the license be amended accordingly, so that article 19 of the license shall 
read : 

“Subject to the provisions of section 10 (e) of the Act, the licensee shall pay 
annually to the United States charges for such periods and in such amounts as 
are stated in items A and B hereof: 

“A. For the purpose of reimbursing the United States for the cost of admin- 
istration of part I of the Act 

“(1) For the period beginning July 1, 1988 (the effective date of this license), 
and ending September 2, 1940, sixteen and 25/100 dollars ($16.25) per annum; 

“(2) For the period beginning September 3, 1940 (the date of issuance of the 
license), and thereafter, fifteen dollars ($15.00) per annum, plus two and one- 
half cents (2%¢) per 1,000 kilowatt-hours of energy generated by the project 
during the preceding fiscal year ended June 30. 

“B. For recompensing the United States for the use, occupancy, and enjoy- 
ment of its lands within the project area ; 

“(1) For the period beginning July 1, 1938, and ending September 2, 1940, 
six and 50/100 dollars ($6.50) per annum; 

“(2) For the period beginning September 3, 1940, and thereafter, one thousand 
fifty-one and 10/100 dollars ($1,051.10) per annum.” 

Such annual charges shall be paid within 30 days from the end of each cal- 
endar year or within 30 days of rendition of a bill therefor by the Commission, 
whichever is later. A penalty will be imposed pursuant to the provisions of the 
Act for delinquency in payment unless otherwise ordered by the Commission. 
The licensee shall file with the Commission on or before September 1 of each 
year a statement under oath giving the amount of energy, expressed in kilo- 
watt-hours, produced during the preceding fiscal year ended June 30. 


Order rescinding authorization of issuance of license (transmission line), and 
dismissing application for license 


Granite Butte Mines, Inc, 
(Project No. 1591) 


June 10, 1941 


It appearing that: 

(a) By order dated June 25, 1940, the Commission authorized issuance of 
license to Granite Butte Mines, Inc., of Helena, Montana, for transmission line 
project No. 1591, affecting lands of the United States within the Helena Na- 
tional Forest, in Lewis and Clark County, Montana, but to date no license has 
been issued to the company ; 

(b) The line consists of a 23,000-volt, 3-wire electric power line 2.00 miles 
long extending from a connection with a line licensed as project No. 1247 in 
SE sec. 14, T. 13 N., R. 7 W., Montana principal meridian, to the company’s 
mining properties in NE\% sec. 27; 

Upon further examination of the source of energy transmitted over and the 
function served by said line, the Commission finds that it is not a primary 
transmission line as set forth in section 3 (11) of the Federal Power Act, for 
which reason the order of June 25, 1940, should be rescinded and the applica- 
tion for license dismissed without prejudice; and 
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It is ordered: 

(A) That the order of June 25, 1940, authorizing issuance of license for 
transmission line project No. 1591 be and it is hereby rescinded, and the pend- 
ing application for license for the transmission line project be and it is hereby 
dismissed without prejudice ; 

(B) That said application for license be referred to the Department of 
Agriculture for appropriate action. 


Order authorizing issuance of license (minor) 
Wallace A. Doe 
(Project No. 1653) 
June 10, 1941 


Upon application filed December 5, 1939, by Wallace A. Doe, of Baranof, 
Alaska, for license for a minor project located at the outlet of Baranof Lake 
in Warm Springs Bay on Baranof Island, Alaska, affecting lands of the United 
States within the Tongass National Forest; and 

It appearing that: 

(a) The project, which is constructed, consists of a wooden flume approxi- 
mately 414 feet long, which takes water directly from Baranof River without 
the aid of a dam; a wooden forebay tank; and a 16-inch steel pipe line ap- 
proximately 183 feet in length extending from the forebay tank to an under- 
shot impulse waterwheel, 48 inches in diameter; and occupies approximately 
0.75 acre of lands of the United States within the Tongass National Forest; 

(b) The project was formerly project No. 1189, the license fdr which expired 
on May 13, 1938; an application for new license was filed May 11, 1938, and 
the license, issuance of which was authorized April 4, 1939, was not issued, be- 
cause the applicant, Mrs. Caroline Garster, who disposed of the project works 
to the present applicant on May 17, 1938, died in the interim; 

(c) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application as hereinafter provided ; 

(d) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has supervision 
over the Tongass National Forest, has reported favorably on the application 
as hereinafter provided ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a citizen of the United States and has submitted 
satisfactory evidence of compliance with the requirements of all applicable 
state laws insofar as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(3) That the project does not affect any Government dams, nor will the issu- 
ance of a license therefor as hereinafter provided affect the development of 
any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for which 
the Tongass National Forest was created or acquired nor with any reservation 
or withdrawal of public lands; 
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(5) That the installed capacity of the project is about 52 horsepower and 
the energy generated is used to operate directly shop machinery and to drive a 
small electric generator which furnishes light for the applicant’s residence and 
shop ; 

(6) That the amount of annual charges to be paid by the licensee under the 
license for the purpose of reimbursing the United States for the costs of admin- 
istration of Part I of the Federal Power Act and for recompensing it for the 
use, occupancy, and enjoyment of its lands is reasonable as hereinafter fixed 
and specified ; 

(7) That the map and specifications filed as part of the application and desig- 
nated as exhibits F (FPC No. 1653-1) and E, respectively, conform to the Com- 
mission’s rules and regulations; 

(8) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of part I of the Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
War and to public notice; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to deprecia- 
tion reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates to 


fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination of 
fair value;” and 


It is ordered: 

(A) That a license be issued to applicant for a period of 10 years from May 
17, 1938, for the operation and maintenance of the project on the aforesaid 
lands of the United States; ' 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects and the following special provisions: 

(i) The licensee shall screen adequately the proposed diversion from Baranof 
River so that trout cannot enter the flume; 

(ii) The licensee shall undertake such stream gaging as the Commission may 
in the future deem necessary ; 

(iii) The licensee is hereby limited, under the terms of this license, to diver- 
sion from Baranof River ef ten (10) cubic feet per second of water, said amount 
being the approximate capacity of the existing works. Im case a license for a 
more complete development of the stream is granted, such license shall contain 
a provision safeguarding the licensee in his right to divert, during the life of 
this license, the said ten (10) cubic feet per second of water, except when the 
natural flow of the stream falls below this amount, at which time he shall be 
entitled to the natural flow of the stream: Provided, That should an applicant 
for a more complete development so elect he may, in lieu of releasing said ten 
(10) cubic feet per second of water to flow down Baranof River for the use 
of the licensee, furnish the licensee free of charge at his present machine shop, 
fifty-two (52) continuous electrical horsepower, or such part thereof and at 
such times as the licensee may demand, and the licensee shall accept this 
provision in lieu of the ten (10) cubic feet of water hereinbefore provided ; 

(C) That, subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it is hereby fixed at $5.00 for reim- 
bursing the United States for the costs of administration of part I of the Act, 


and $5.00 for recompensing it for the use, occupancy, and enjoyment of its lands 
involved ; 
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(D) That the map and specifications referred to in finding (7) above be and 
they are hereby approved as part of the license; 

(E) That in issuing the license, the terms and conditions of part I of the 
Act set forth in finding (8) above be waived to*the extent therein specified. 


Authorization for advertising 
June 10, 1941 


Pursuant to the Federal Power Act and to section 3828 of the Revised Statutes 
of the United States: 

The Commission orders that until June 30, 1942: 

(A) In every case where advertising is required in connection with pre- 
liminary permits, licenses, hearings, or any other matters coming before the 
Commission, such advertising is hereby authorized and directed ; 

(B) To carry out this authority and direction the administrative assistant 
is directed to place such advertising, each order therefor to contain a reference 
to this action of the Commission ; 

(C) No voucher for any such advertising shall be approved by the admin- 
istrative assistant unless it is accompanied by a copy of the specific order plac- 
ing such advertising. 


Order requiring the execution and filing of bond 
Kentucky Natural Gas Corporation 
(Docket No. G—174) 

June 10, 1941 


It appearing to the Commission that: 

(a) Kentucky Natural Gas Corporation, on April 28, 1941, filed with the 
Commission a motion, dated April 23, 1941, requesting that the schedule of 
increased rates or charges contained in Kentucky Natural Gas Corporation 
rate schedule FPC No. 22 and supplement No. 1 thereto, be made effective 
as of May 1, 1941, which said schedule provides for the sale of natural gas to 
the Southern Indiana Gas and Electric Company for resale for ultimate public 
consumption, and which, by the Commission’s orders of June 4 and November 
16, 1940, was suspended until May 1, 1941; 

(b) Section 4 (e) of the Natural Gas Act provides in part that when in 
creased rates or charges which have been suspended by order of the Commis- 
sion are made effective upon motion of a natural-gas company, “* * * the 
Commission may, by order, require the natural-gas company to furnish a bond, 
to be approved by the Commission, to refund any amounts ordered by the Com- 
mission, to keep accurate accounts in detail of all amounts received by reason 
of such increase, specifying by whom and in whose behalf such amounts were 
paid, and upon completion of the hearing and decision, to order such natural- 
gas company to refund, with interest, the portion of such increased rates or 
charges by its decision found not justified.” 

The Commission orders: 

(A) That Kentucky Natural Gas Corporation shall forthwith execute in 
triplicate a bond in the sum of fifty-six thousand dollars ($56,000) with cor- 
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porate surety satisfactory to the Commission, in the form and embodying the 
conditions this day approved by the Commission in conjunction with the adop- 
tion of this order, and shall Within fifteen (15) days from the date hereof 
deliver the same to the Commission, a copy of which, upon approval in its 
executed form, shall be filed by the Secretary of the Commission in the files 
of the Commission with Kentucky Natural Gas Corporation rate schedule 
FPC No. 22 and supplement No. 1 thereto; 

(B) That upon compliance by the Kentucky Natural Gas Corporation with 
the requirements of paragraph (A) above, the schedule of increased rates or 
charges contained in Kentucky Natural Gas Corporation rate schedule FPC No. 
22 and supplement No. 1 thereto, shall be allowed to become effective as of May 
1, 1941, subject to the further order of the Commission in this proceeding. 


Order authorizing issuance of license (minor) 
Lowell L. Hall 
(Project No. 1697) 
June 10, 1941 


Upon application filed March 5, 1940, by Lowell L. Hall, of Cascade Summit, 
Oregon, for license for a minor project located on Trapper Creek, a tributary of 
Odell Lake, and affecting lands of the United States within the Deschutes Na- 
tional Forest, Klamath County, Oregon; and 

It appearing that: 

(a) The project, which is constructed, consists of a wooden flume 23’’ x 17’’ 
and 700 feet long, with intake flat on bed of stream and taking water directly 
from the creek, an 11.4 horsepower water wheel operating under 20-foot head, a 
5-kilowatt generator housed in a 7-foot x 7-foot frame power house on a concrete 
foundation which forms a draft tube well, and a 110-volt transmission line 600 
feet long, and occupies approximately 0.59 acre of lands of the United States 
within the Deschutes National Forest ; 

(b) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application as hereinafter provided ; 

(c) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, who has supervision over the 
Deschutes National Forest, has reported favorably on the application ; 

The Commission, having considered the application and the record thereon, 
finds: 

(1) That the applicant is a citizen of the United States and has submitted 
satisfactory evidence of compliance with the requirements of all applicable state 
laws insofar as necessary to effect the purposes of such a license ; 

(2) That no other application for the use of the lands or in conflict therewith 
is before the Commission ; 

(3) That the project does not affect any Government dams, nor will the is- 
suance of a license therefor as hereinafter provided affect the development of 
any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for which 
the Deschutes National Forest was created or acquired nor with any reserva- 
tion or withdrawal of public lands; 
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(5) That the installed capacity of the project is about 8 horsepower and the 
energy generated is used for resort lighting and for private household uses of the 
applicant ; 

(6) That the map and specifications filed as part of the application and desig: 
nated as exhibits F (FPC No, 1697-1) and G, respectively, conform to the Com. 
mission’s rules and regulations ; 

(7) That in issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it re 
lates to approval of plans by the Chief of Engineers and the Secretary of War 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are here- 
inafter waived; 10. (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d) ; 10 (f) ; 11; 12; 14; 15; 18, except insofar as it relates to fishways; 19; 
20; 22; and 23 (a), insofar as it relates to the determination of fair value ;” and 

It is ordered: 

(A) That a license be issued to applicant, without charge, for the operation 
and maintenance of the project on the aforesaid lands of the United States for 
a period of 10 years; 

(B) That the license shall contain the usual conditions and provisions for li- 
ecenses for such projects and the following special provisions: 

(i) Licensee shall install and maintain any fish screen, fish ladder, or other 
fish-protective device required by state or Federal authorities ; 

(ii) The use of any portion of the project works within one-quarter mile of 
Odell Lake shall be discontinued without liability to the United States or its 
licensees when found by the Secretary of the Interior to be in conflict with the 
project works authorized by the United States; 

(iii) As a condition of this license, the licensee, for himself, and his heirs, 
executors, administrators, and assigns, hereby stipulates and agrees that all 
rights to the use of water for power purposes heretofore or hereafter acquired for 
the development of power at the site of this project, shall be held and considered 
at all times to be subject, inferior and subordinate to all rights heretofore or 
hereafter acquired by the United States for irrigation purposes ; 

The licensee further agrees for himself, his heirs, executors, administrators, 
and assigns, to forego any and all claims which he might otherwise have for 
damages or other relief in connection with any power rights at the site of this 
project due to the use of any of the lands or water covered by this-license for 
irrigation purposes. The said license shall be held subject to the right of the 
United States, the entryman and future owners who may acquire said land or 
possessory rights therein from the United States, to cross and pass over the land 
covered by this license ; 

The licensee releases the United States and its successors and assigns in control 
of the operation and maintenance of any Federal reclamation project or any 
division thereof from any and all damages which may result from the construc- 
tion or operation of any of the works of the said project or any of the drainage 
works provided therefor, and in the event the existence on the ground of any of 
the works of the licensee constructed for the power development covered by this 
license, or the operation or maintenance of such works, in the opinion of the 
Secretary of the Interior or his duly qualified delegate, occasions added cost to 
the United States or its successors or assigns aforesaid, in the extension, enlarge- 
ment, relocation, or operation and maintenance of any Federal irrigation project 
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works, including the movement of equipment to and from any of such works, the 
licensee will pay all such added costs upon receipt of a statement covering such 
costs, from the Secretary of the Interior; 

The United States, its successors or assigns, including any municipal corpora- 
tion, irrigation district, or other organization of landowners and settlers of an 
irrigation project, which may hereafter take over or succeed to the rights or 
authority of the United States in connection with the operation of any irrigation 
works of a Federal reclamation project, shall at any and all times have the right 
to cross the land covered by this license with canals, laterals, ditches, flumes, 
pipe lines and other water conduits; with reservoirs and drainage works of any 
kind or character and with roadways, transmission lines for telegraph, telephone 
or electric power, now or hereafter constructed by the United States or by its 
successors in control of the operation of any such Federal reclamation project ; 

This stipulation and agreement shall be considered as a covenant running with 
the title to the said power development covered by this license ; 

This stipulation shall be effective to bind the licensee and his heirs, executors, 
administrators, and assigns without signature or execution by or on behalf of 
the United States and shall become effective for such purpose upon the issuance 
of a license hereunder ; 

(C) That the map and specifications referred to in finding (6) above be and 
they are hereby approved as part of the license; 

(D) That in issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (7) above be waived to the extent herein specified. 


Order terminating proceeding 
Camden Gas Corporation v. Arkansas-Louisiana Gas Company 
(Docket No. G-177) 
June 10, 1941 


It appearing to the Commission that: 

(a) This proceeding, instituted by the filing of a complaint by Camden Gas 
Corporation against the Arkansas-Louisiana Gas Company, involves the rates 
and charges assessed and collected by the latter corporation under. a contract 
subject to the jurisdiction of this Commission which provides for the sale of 
natural gas at wholesale to the Camden Gas Corporation for resale to ultimate 
consumers ; . 

(b) On May 28, 1941, the Department of Public Utilities for the State of 
Arkansas issued an order approving the sale and transfer of the property, 
franchise, easements and rights of the Camden Gas Corporation to the 
Arkansas-Louisiana Gas Company for a consideration of $226,000.00 and com- 
plainant and respondent report that such sale and transfer has, in fact, been 
consummated ; 

(c) Prior to the entry of the aforesaid order by the State commission the 
complainant and respondent on March 31, 1941, advised this Commission of 
the proposed sale and transfer and requested a dismissal of the pending pro- 
ceeding based upon an agreement between the parties that the rates and 
charges assessed and collected from the complainant would be reduced in an 
aggregate annual amount of $5,000.00 retroactive to January 1, 1941, and made 
effective for such period of time as would elapse prior to the sale. 
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The Commission finds: 

(1) That the sale and transfer of the property, franchises, easements and 
rights of the Camden Gas Corporation to the Arkansas-Louisiana Gas Com- 
pany in accordance with the approval and order of the Department of Public 
Utilities for the State of Arkansas eliminates the wholesale rates and charges 
alleged by the complainant to be.discriminatery and prejudical; and 

The Commission orders: 

That the complaint filed by the Camden Gas Corporation be and the same 
is hereby dismissed and the proceeding terminated. 


Order waiving portion of annual charges 
Thomas Dunbar 
(Project No. 950) 


June 10, 1941 

It appearing that: 

(a) The Commission, by order dated March 25, 1941, accepted surrender of 
license for project No. 950, Thomas Dunbar, effective upon payment of annual 
charges owing under the license and restoration of the lands involved to a condi- 
tion satisfactory to the Forest Service ; 

(b) Since the Acting Chief, Forest Service, by letter of May 23, 1941, advises 
that payment was made to the Regional Forester on May 15, 1941, the effective 
date of surrender of the license for the project is May 15, 1941, and the charges 
and penalties due thereunder would amount to $28.16; 

(c) The amount of the licensee’s check transmitted with the Acting Chief's let- 
ter, $27.12, is, according to the tabulation in the letter, for the period from Febru- 
ary 1, 1989 (date of issuance’ of license), through April 30, 1941; the tabulation 
omits the month of January 1941, and the method of computation employed causes 
the difference amounting to $1.04; 

The Commission finds: 

That it is appropriate and consistent with the public interest to waive the 
charges under the license for project No. 950 for the month of January 1941, and 
for the period May 1 through 14, 1941, and the small amount of charges due to 
difference in method of computation; and 

It is ordered: 

That the annual charges and penalties thereon under the license for project No. 
950 for the month of January 1941, and for the period May 1 through 14, 1941, and 
the amount of charges due to difference in the method of computation be and they 
hereby are waived. 


Order authorizing issuance of bonds 
Anchorage Light and Power Company, Inc. 
(Docket No, IT-5692) 


June 11,1941 


Anchorage Light and Power Company, Inc. (hereinafter referred to as the appli- 
cant), which is a licensee for project No. 350, and whose principal place of business 
is Anchorage, Alaska, on May 8, 1941, applied for an order pursuant to section 20 
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of the Federal Power Act authorizing it to issue $300,000, in principal amount, of 
first mortgage bonds, series A, 5%, to be dated as of June 15, 1941, and to mature 
serially in the principal amount of $30,000 on June 15 in each of the years 1942 to 
1951, both inclusive. 

From the sworn application and the record thereon, it appears that: 

(a) Written notice of the application has been duly given to the Governor of 
Alaska. Notice of the application was also published in the Federal Register on 
May 13, 1941, in which it was stated that any person desiring to be heard or to 
make any protest in reference to the application should file a petition or protest on 
or before May 26, 1941. No protest, petition or request to be heard in opposition 
to the granting of the application has been received. 

(b) The actual legitimate cost of the applicant’s licensed project as of April 30, 
1980, has been determined by the Commission to be $735,301.99._ Claimed licensed 
project net additions thereafter, and work in progress as of December 31, 1940, 
amounted to $62,445.04, which would make $797,747.03 as total project cost. If 
there be added the book investment of $71,666.03 in an internal combustion plant 
not part of the project, the total plant investment thus indicated is $869,413.06. 

(c) The applicant proposes to sell the bonds privately for cash to the Occidental 
Life Insurance Company of Los Angeles, California, and the California-Western 
States Life Insurance Company of Sacramento, California, at 100% of the prin- 
cipal amount thereof, plus accrued interest thereon at the date of delivery. 

(d) The bond issue will not be underwritten, but R. G. Hamilton & Co., San 
Francisco, California, a nonaffiliated company, will be paid a fee of $7,500, as 
compensation for its services in negotiations with the proposed purchasers of the 
bonds. None of the expenses incurred by R. G. Hamilton & Co. in connection with 
the sale of the bonds are to be reimbursed by the applicant. ; 

(e) The gross proceeds from the sale of the bonds as proposed will be $300,000. 
The applicant estimates the expense incident to the issuance of the proposed 
bonds at $14,950, inclusive of the fee of $7,500 to be paid to R. G. Hamilton & Co., 
making the estimated net proceeds $285,050. This is proposed to be utilized to 
redeem on August 1, 1941, all first mortgage 7% gold bonds of the applicant out- 
standing on said date. The total of the principal amount of the bonds to be 
refunded, redemption premiums thereon and accrued interest will aggregate 
$295,650. The difference between this amount and the net amount realized from 
the proposed sale of bonds will be supplied from general funds of the applicant. 

(f) The applicant proposes to charge to earned surplus the unamortized debt 
discount and expense and call premium applicable to the bonds to be refunded. 

(¢) The proposed bonds will be issued under a mortgage of chattels and trust 
indenture, dated as of June 15, 1941, to Bank of America National Trust and 
Savings Association, as corporate trustee, and William C. Koenig, as individual 
trustee. 

(h) The Governor of Alaska has reported that there is no objection to the 
proposed issue of bonds. 

Upon consideration of the application and the record thereon, the Commission 
finds: 

(1) That the applicant is a corporation organized and existing under and by 
viriue of the laws of the Territory of Alaska. It is engaged in the business of 
generating and selling electric energy at wholesale to the city of Anchorage and 
to various agencies of the United States Government. Applicant’s entire business 
is carried on and its properties are located entirely within the Territory of Alaska 
anda it owns no facilities for the transmission or sale at wholesale of electric enerzy 
which is transmitted from the territory or any other state and consumed at any 
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point outside thereof. The applicant is therefore not a public utility within the 
meaning of that term as used in Part II of the Federal Power Act. 

(2) That the applicant is a licensee under license issued by this Commission. 
It presently holds a license for project-No. 350 issued on October 12, 1928, for a 
period of 50 years for its storage and diversion dams, water conduit, power house 
and transmission line. 

(3) That the applicant develops and transmits power which is distributed and 
sold or used in public service by the city of Anchorage and possibly others of its 
customers engaged in public service within the Territory of Alaska. The Territory 
of Alaska has not authorized, empowered or provided a commission or other 
agency or authority within the territory to regulate or control the amount or 
character of securities to be issued by the applicant. The proposed bond issue is, 
therefore, not exempted from the provisions of sections 19 or 20 of the Federal 
Power Act, but constitutes an issuance of securities within the purview of said 
sections. 

(4) That the issuance of the bonds as proposed will not result in the capitali- 
zation of the right to be a corporation or of any franchise, permit, or contract for 
consolidation, merger, or lease in exvess of the amount (exclusive of any tax or 
charge) actually paid as the consideration for such right, franchise, permit, or 
contract. 

(5) That the services for which the fee of $7,500 will be paid are indicated to 
have been required. 

(6) That the bonds for issuance of which authorization is sought are proposed 
to be issued for the bona fide purpose of financing and conducting the business of 
the applicant by refunding its outstanding bonds; and the proposed refunding 
will effect a substantial reduction in interest rate. 

(7) That the proposed bond issue, as hereinafter authorized, is for a lawful 
object within the corporate purposes of the applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper perform- 
ance by the applicant of service as a licensee and which will not impair its ability 
to perform that service, and is reasonably necessary and appropriate for such 
purposes. 

Upon the foregoing findings the Commission orders: 

(A) That the proposed issue of bonds be and the same hereby is authorized 
upon the terms and conditions and for the purposes set forth in the applica- 
tion; provided that the unamortized debt discount and expense, and call 
premium applicable to the bonds to be refunded are charged to earned surplus. 

(B) That the foregoing authorization is without prejudice to the authority 
of this Commission, or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed’as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or ascertained. 

(C) That nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any of the securities 
to which this order relates. 

(D) That this authorization shall expire unless acted upon within 90 days 
after the entry of, this order. 

(E) That the applicant shall report with reference to the subject matter 
hereof as required by the Commission’s Rules of Practice and Regulations. 
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Order authorizing issuance of license (minor) 
Henry L. Kerr 
(Project No. 1751) 
June 17, 1941 


Upon application filed July 26, 1940, as later supplemented, by Henry L. Kerr, 
of Packwood, Washington, for license for a minor project located on Hager 
Creek, in Lewis County, Washington, affecting lands of the United States within 
the Columbia National Forest; and 

It appearing that: 

(a) The project consists of a concrete diversion dam 3 feet high, 12 feet 
long, and 1 foot thick ; a wood-stave pipe line 3,177 feet long; a stone powerhouse 
14 feet by 16 feet; and a transmission line 1,512 feet long; and occupies, ex- 
clusive of that portion (1,345 feet) of the transmission line lying within the 
boundary of applicant’s project No. 1289, 1.53 acres of lands of the United 
States within the Columbia National Forest ; 

(b) Construction of the project was commenced about June 1, 1940, and 
completed and placed in operation October 6, 1940, the Commission, by letter 
of May 2, 1940, having requested the Forest Service to advise applicant that 
the performance of such work as surveying, clearing of the project site, and 
other preliminary operations, at applicant’s risk, would not prejudice considera- 
tion by the Commission of an application for license therefor, if such work had 
the approval of the Service; 

(c) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application, as supplemented ; 

(d) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has supervision 
over the Columbia National Forest, has reported favorably on the application, 
as supplemented ; 

The Commission, having considered the application, as supplemented, and the 
record thereon, finds: 

(1) That the applicant is a citizen of the United States and has submitted 
satisfactory evidence of compliance with the requirements of all applicable 
State laws insofar as necessary to effect the purposes of such a license; 

(2) That no other application for the use of the lands or in conflict there- 
with is before the Commission ; 

(3) That the project does not affect any Government dams, nor will the 
issuance of a license therefor as hereinafter provided affect the development 
of any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) That a license subject to and containing the terms and conditions here- 
inafter provided will not interfere or be inconsistent with the purposes for 
which the Columbia National Forest was created or acquired nor with any 
reservation or withdrawal of public lands ; 

(5) That the installed capacity of the project is less than 100 horsepower 
and the energy generated is used for operating the applicant’s sawmill and 
furnishing electrical service to the town of Packwood, Washington; 

(6) That the amount of annual charges to be paid by the licensee under the 
license for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Federal Power Act and for recompensing it 
for the use, occupancy, and enjoyment of its lands is reasonable as hereinafter 
fixed and specified ; 
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(7) That the map and specifications filed as part of the application, as 
supplemented, and designated as exhibits F (FPC No. 1751-1) and G, respec- 
tively, conform to the Commission’s rules and regulations; 

(8) That in issuing the license as hereinafter provided,-it will be to the 
public interest to waive the following terms and conditions of part I of the 
Act: 

“Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
War and to public notice; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to deprecia- 
tion reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it relates 
to fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value ;” and 

It is ordered: 

(A) That a license be issued to applicant for a period of 10 years from 
October 6, 1940, for the operation and maintenance of the project on the afore- 
said lands of the United States; 

(B) That the license shall contain the usual conditions and provisions for 
licenses for such projects; 

(C) That subject to the provisions of section 10 (e) of the Act, the amount 
of annual charges under the license be and it is hereby fixed at $5 for reim- 
bursing the United States for the costs of administration of Part I of the Act, 
and $5 for recompensing it for the use, occupancy, and enjoyment of its lands 
involved ; 

(D) That the map and specifications referred to in finding (7) above be 
and they are hereby approved as part of the license ; 

(E) That in issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (8) above be waived to the extent therein specified. 


Order approving reclassification of electric plant accounts, disposition of amounts 
in Account 107, electric plant adjustments, and disposition of amounts in Ac- 
count 108.17, common utility plant adjustments 


Peoples Power Company 
(Docket No. IT-—5684) 
June 17, 1941 


It appearing to the Commission that: 

(a) On January 16, 1939, Peoples Power Company, hereinafter referred to as 
company, filed and submitted proposed reclassification and original cost studies 
required by electric-plant accounts instruction 2—D of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, effective Janu- 
ary 1, 1937, and the Commission’s order of May 11, 1937; 

(b) The Commission’s staff has made a field study of the company’s proposed 
reclassification and original cost studies with respect to electric and common 
utility plant of the company and on October 16, 1940, submitted a report entitled 
“Peoples Power Company, Moline, [llinois, Report on the Reclassification and 
Original Cost Studies of Electric Plant as at January 1, 1937”; 

(c) The Commission's staff report was transmitted to the company on October 
24, 1940, with a request that the accointing adjustments indicated in the report 
be made, copies of the adjusting journal entries be submitted, and a plan be sub- 
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mitted for disposing of the amounts shown in such reports as established in Ac- 
count 107, Electric Plant Adjustments, and Account 108.17, Common Utility Plant 
Adjustments within Account 108, Other Utility Plant; 

(d) By order adopted March 4, 1941, the Commission ordered that the com- 
pany show cause at a public hearing why the adjustments proposed in the Com- 
mission’s staff report should not be made and why disposition of the amounts 
established by such report in Account 107, Electric Plant Adjustments, and in 
Account 108.17, Common Utility Plant Adjustments within Account 108, Other 
Utility Plant, should not be made; 

(e) Thereafter, by petition filed with the Commission on March 22, 1941, the 
company requested the Commission’s approval of a certain journal entry to re- 
flect the adjustments proposed by the Commission’s staff in their “Report on the 
Reclassification and Original Cost Studies of Electric Plant as at January 1, 1937,” 
with certain minor modifications thereof, and of certain plans for the disposition 
of the amounts established in Account 107, Electric Plant Adjustments, and Ac- 
count 108.17, Common Utility Plant Adjustments within Account 108, Other 
Utility Plant; 

(f) The company’s proposed journal entry to reflect the adjustment indicated 
by the Commission’s staff, to be recorded as at January 1, 1937, is as follows: 


100.1. Electric plant in service: 
Intangible plant: 
302. Franchises and consents 
Transmission plant: 
340. Land and land rights__.__...-_.-.._. 
341. Clearing land and rights-of-way 
343. Station equipment. 
344. Towers and fixtures 
ah SE BE BERR acon nn 
346. Overhead conductors and devices 
348. Underground conductors and devices_- 
Distribution plant: 
350. Land and land rights 
351. Structures and improvements 
352, Station equipment 
354. Poles, towers, and fixtures_..._......- 
855. Overhead conductors and devices 
356. Underground conduit 
857. Underground conductors and devices__ 
Geo. Zine treestormerst.... -.- 
358a. Line transformer installations 
359. Services 
360. Meters 
360a. Meter installations._.._..._.....__- 
363. Street lighting and signal systems__-_- 
General plant: 


Debit 


$500. 00 


Credit 


3, 407. 00 
6, 585. 95 
44, 073. 52 
95, 497. 24 
56, 292. 65 
152, 601. 96 
76, 384. 59 


4, 995. 48 
175, 031. 35 
448, 407. 01 
534, 404. 12 
632, 237. 04 

46, 036. 12 
25, 556. 64 
276, 224. 61 
16, 971. 41 
166, 317. 44 
275, 775. 64 
26, 127. 14 
78, 040. 32 


371. 
373. 
374. 
376. 
377. 
378. 


Structures and improvements 
Transportation equipment 
Stores equipment 
Laboratory equipment 

Tools and work equipment 
Communication equipment 


16, 075. 09 
26, 617. 68 
8, 714. 13 
11, 041. 55 
1, 215. 81 
258. 19 
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168, Other utility plant: 
108.11. Common utility plant in service: 

Distribution plant: Debit " Credit 
350. Land and Jand rights $10, 291. 38 

General plant: 7 
370. Land and land rights 2, 395. 83 
871. Structures and improvements__—_ 14, 994. 78 
372. Office furniture and equipment_-_ 58, 305. 67 
373. Transportation equipment 4, 520. 66 
379. Miscellaneous equipment 2, 734. 22 


capi ceili oie eveleabiniles 
108.17. Common utility plant adjustments 1, 048, 220. 87 
108.2. Gas plant 2, 726, 939. 20 
Utility plant in process of reclassification $7,098,225. 28 


7, 098, 225.28 7, 098, 225. 28 


(g) The company proposes to dispose of the amount of $29,372.99 established 
in Account 107, Electric Plant Adjustments, as follows: 
To Account 250, Reserve for Depreciation, representing the cor- 

Serie OF WOUPONINE oi Scie iitt eee cna $14, 702. 39 
To Account 271, earned surplus, representing the adjustment of 

interest during construction and minor items____--___-_-__--__ 15, 073. 50 
To Account 223, Payables to Associated Companies, representing 

Goteection of WING no 0b ink ee es 508. 89 
From Account 126, Receivables from Associated Companies, rep- 

resenting correction of billings (832. 34) 
From Account 131, Materials and Supplies, representing correc- 


(79. 45) 


29, 372. 99 


(h) The company proposes to dispose of the amount of $1,048,220.87 estab- 
lished in Account 108.17, Common Utility Plant Adjustments, within Account 
108, Other Utility Plant, as follows: 

To Account 151, Capital Stock Expense, representing fees paid 

to Secretary of State $2, 000. 00 
To Account 250, Reserve for Depreciation, representing esti- 

mated unrecorded retirements. 448, 272. 04 
To Account 271, earned surplus, representing items erroneously 

included in Account 301, Organization 8, 883. 91 
To Account 271, earned surplus, representing excess of book cost of 

property acquired from predecessors, over the original cost of 

wees regbrey a. dod Sa a a 589, 064. 92 


The Commission finds: 

That the proposed journal entry and the plans for disposition of the amounts 
established in Account 107, Electric Plant Adjustments, and Account 108.17, 
Common Utility Plant Adjustments, within Account 108, Other Utility Plant, 
submitted in the petition filed on March 20, 1941, and described in paragraphs 
(f), (9), and (h) hereof, are in conformity with correct accounting principles 
and the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees ; 
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The Commission orders: 

(A) That the proposed journal entry submitted by the company, as described 
in paragraph (f) hereof, be and it is hereby approved; provided, however, that 
such approval shall be construed as applying only to electric and common utility 
plant; 

(B) That the company dispose of the amounts of $29,372.99 and $1,048,220.87 
established in Account 107, Electric Plant Adjustments, and Account 108.17, 
Common Utility Plant Adjustments, within Account 108, Other Utility Plant, 
respectively, as described in paragraphs (g) and (h) hereof; 

(C) That the proposed journal entries submitted by the company as a part 
of its petition filed on March 20, 1941, reflecting the accounting disposition of 
the amounts included in Account 107, Electric Plant Adjustments, and Account 
108.17, Common Utility Plant Adjustments, within Account 108, as described in 
paragraphs (g) and (h) hereof, be and they are hereby approved ; 

(D) That the permission granted herein shall not be construed as a finding 
with respect to the original cost of the properties of said company ; 

(BE) That the Order to Show Cause, adopted on March 4, 1941, in the above- 
entitled matter, be and the same is hereby dismissed, and the hearing now set 
for June 23, 1941, be and it is hereby cancelled. 


Order to show cause and firing date for hearing 
Aluminum Company of America 
(Docket No. IT-5696) 

June 17, 1941 


It appearing that: 

(a) Aluminum Company of America, of Pittsburgh, Pennsylvania, a Pennsyl- 
vania corporation, owns, operates, and maintains a hydroelectric project known 
as the Calderwood project, for the purpose of developing electric power, across, 
along, and in the Little Tennessee River in Blount and Monroe Counties, 
Tennessee ; 

(b) The Little Tennessee River is a navigable water of the United States situ- 
ated in the States of Tennessee and North Carolina, having such width, depth, 
channel, banks, and flow that it is capable of, has been, and is now used as a 
highway of interstate commerce; 

(c) The aforesaid project is so operated and maintained that it affects the 
interests of interstate commerce in the navigation and navigable capacity of the 
aforesaid Little Tennessee River ; 

(d) The aforesaid project was not constructed, and is not operated or main- 
tained, under and in accordance with the terms of a permit or valid existing 
right-of-way granted prior to June 10, 1920 (within the meaning of those terms 
as used in section 23 (b) of the Federal Power Act), nor of a license granted 
pursuant to the Federal Power Act; 

(e) The construction, operation, and maintenance of the aforesaid project was 
and is in violation of the terms of the Federal Power Act for the reasons herein 
stated ; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Act in the public interest, proper 
action should be taken to determine the issues presented herein; and 








2 


APPENDIX-ORDERS 979 






















It is ordered: 
That a public hearing be held on August 25, 1941, at 9:45 a. m, eastern 
standard time, in the hearing room of the Federal Power Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue NW., Washington, D. C., and at 
said hearing Aluminum Company of America shall show cause, under oath, why: 

(i) It should not forthwith apply for, and secure from the Commission, appro- 
priate authorization for the operation and maintenance of the aforesaid project 
in accordance with the pertinent provisions of the Federal Power Act and the 
rules of practice and regulations of the Commission thereunder; or 

(ii) The Commission should not forthwith enter such order or orders as it may 
find appropriate, expedient, and in the public interest to develop, conserve, and 
utilize the navigation and water-power resources of the region, and to conserve 
and protect the interests of the United States in the premises. 





Order to show cause and fixing date for hearing 
Carolina Aluminum Company 
(Docket No. I'T-5697) 
June 17, 1941 


“It appearing that: 
(a) Carolina Aluminum Company of Badin, North Carolina, a North Carolina 
corporation, Owns, operates, and maintains a hydroelectric project, known as 
the Santeetlah project, for the purpose of developing electric power, across, 
along, and in the Cheoah River, a tributary of the Little Tennessee River in 
Graham County, and on the Little Tennessee River in the same county, North 
Carolina ; 

(b) The Little Tennessee River is a navigable water of the United States in 
the States of Tennessee and North Carolina, having such width, depth, channel, 
banks, and flow that it is capable of, has been, and is now used as a highway 
of interstate commerce ; 

(c) The aforesaid project is so operated and maintained that it affects the 
interests of interstate commerce in the navigation and navigable capacity of 
the aforesaid Little Tennessee River; 

(d) The aforesaid project was not constructed, and is not operated or main- 
tained, under and in accordance with the terms of a permit or valid existing 
right-of-way granted prior to June 10, 1920 (within the meaning of those terms 
as used in section 23 (b) of the Federal Power Act), nor of a license granted 
pursuant to the Federal Power Act; 

(e) The construction, operation, and maintenance of the aforesaid project 
was and is in violation of the terms of the Federal Power Act for the reasons 
herein stated ; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Act in the public interest, 
proper action should be taken to determine the issues presented herein; and 

It is ordered: 

That a public hearing be held on August 25, 1941, at 9:45 a. m., eastern 
standard time, in the hearing room of the Federal Power Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue NW., Washington, D. C., and at 
said hearing Carolina Aluminum Company shall show cause, under oath, why: 

(i) It should not forthwith apply for, and secure from the Commission, appro- 
priate authorization for the operation and maintenance of the aforesaid 
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project in accordance with the pertinent provisions of the Federal Power Act 
and the rules of practice and regulations of the Commission thereunder ; or 

(ii) The Commission should not forthwith enter such order or orders as it 
may find appropriate, expedient, and in the public interest to develop, conserve, 
and utilize the navigation and water-power resources of the region, and to 
conserve and protect the interests of the United States in the premises. 


Order to show cause and fizing date for hearing 
Carolina Aluminum Company 
(Docket No. IT-5698) 
June 17, 1941 


It appearing that: 

(a) Carolina Aluminum Company of Badin, North Carolina, a North Carolina 
corporation, owns, operates, and maintains a hydroelectric project, known as the 
Cheoah project, for the purpose of developing electric power, across, along, and 
in the Little Tennessee River, in Swain and Graham Counties, North Carolina; 

(b) The Little Tennessee River is a navigable water of the United States 
situated in the States of Tennessee and North Carolina, having such width, depth, 
channel, banks, and flow that it is capable of, has been, and is now used as a 
highway of interstate commerce; 

(c) The aforesaid project is so operated and maintained that it affects the 
interests of interstate commerce in the navigation and navigable capacity of the 
aforesaid Little Tennessee River ; 

(d) The aforesaid project was not constructed, and is not operated or main- 
tained, under and in accordance with the terms of a permit or valid existing 
right-of-way granted prior to June 10, 1920 (within the meaning of those terms 
as used in section 23 (b) of the Federal Power Act), nor of a license granted 
pursuant to the Federal Power Act; 

(e) The construction, operation, and maintenance of the aforesaid project 
was aad is in violation of the terms of the Federal Power Act for the reasons 
herein stated; 

The Commission, upon consideration of the premises, finds: 

That in order to effectuate the provisions of the Act in the public interest, 
proper action should be taken to determine the issues presented herein; and 

It is ordered: 

That a public hearing be held on August 25, 1941, ai 9: 45 a. m., eastern stand- 
ard time, in the hearing room of the Federal Power Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue NW., Washington, D. C., and at said hearing 
Carolina Aluminum Company shall show cause, under oath, why: 

(i) It should not forthwith apply for, and secure from the Commission, ap- 
propriate authorization for the operation and maintenance of the aforesaid 
project in accordance with the pertinent provisions of the Federal Power Act and 
the rules of practice and regulations of the Commission thereunder; or 

(ii) The Commission should not forthwith enter such order or orders as it 
may find appropriate, expedient, and in the public interest to develop, conserve, 
and utilize the navigation and water-power resources of the region, and to con- 
serve and protect the interests of the United States in the premises. 
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Order granting permission under balance sheet accounts instruction 6-H 


Northern Indiana Power Company 
(Docket -No. IT-5678) 
June 17, 1941 


Upon application of Northern Indiana Power Compang, filed February 15, 
1941, pursuant to the provisions of balance sheet accounts instruction 6-E of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, for permission to amortize unamortized debt discount and 
expense, call premiums and refunding expenses of certain refinanced and re- 
deemed bond issues ; 

It appearing to the Commission that: 

(a) On February 27, 1940, applicant issued and sold at face value $10,038,000 
principal amount of its 414% first mortgage bonds, series A, dated January 1, 
1940, due January 1, 1965, and $2,469,450.09 principal amount of serial and 
promissory notes, and used the proceeds thereof to call, redeem, and retire 
all of applicant’s then outstanding funded debt which aggregated $13,079,500 
principal amount ; 

(b) As of February 27, 1940, applicant charged the amount of $243,969.76 
unamortized debt discount and expense, to capital surplus of $784,759.40 
which was created at that date and which represented the difference between 
the principal amount, $11,575,900, of bonds held by the parent company, Central 
Indiana Power Company, and the cost, $10,791,140.60 to the parent company, 
which bonds were surrendered by the parent company at cost; 

(c) The remainder of capital surplus, $540,789.64, was transferred during 
the year 1940 to earned surplus (deficit) of applicant, so that, in effect, the 
amount of $243,969.76, referred to in paragraph (b) above, was charged to 
earned surplus (deficit) ; 


(d) The items covered by the application may be summarized as follows: 


Particulars: 
Unamortized debt discount and expense as of Feb. Amount 
27, 1940, after write-off of $243,969.76 $173, 000. 71 
Geli queues 13 Sie ci gui 2g bass 60, 150. 00 
Dupliente interest. 2265s -ssk ek ale 23, 882. 00 
Refunding expenses 


Total as of Feb. 27, 1940. 


(e) After February 27, 1940, and during the remaining ten months of that 
year, the applicant charged to Account 531, Amortization of Debt Discount 
and Expense, $40,885.26 of the amount of $258,026.46, set forth in paragraph 
(d) above, leaving a balance of $217,141.20 as of December 31, 1940; 

(f) Applicant seeks permission to amortize the unamortized balance of debt 
discount and expense and call premium, duplicate interest, and refunding ex- 
penses over the lives of the refunded bonds; 

(g) By order dated February 13, 1940, the Public Service Commission of 
Indiana (Cause No. 14259) approved the issuance and sale of the new bonds 
and notes, the redemption of the then outstanding funded debt and the account- 
ing transactions associated therewith ; 

(hk) Balance sheet accounts instruction 6-E of the Commission’s uniform sys- 
tem of accounts provides that unamortized debt discount, expense or premiums 
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be charged to Account 414, Miscellaneous Debits to Surplus, when long-term 
obligations are refinanced and redeemed by another issue before the date of 
maturity of the first issue, unless the permission of the Commission be obtained 
to amortize such amounts over a period subsequent to the date of redemption; 

The Commission, having considered said application and other matters of 
record and in the files of the Commission, furnished by applicant, finds: 

(1) That applicant owns and operates facilities for the transmission of 
electric energy in interstate commerce and for the sale of electric energy at 
wholesale in interstate commerce, is engaged in the business of such trans- 
mmission and sale, and is, therefore, a public utility within the meaning of the 
Federal Power Act; 

(2) That as of December 31, 1940, the applicant’s earned surplus (deficit) 
was $2,235,106.62, preferred dividends were in arrears to the-extent of $528,570, 
and the reserve for depreciation, $639,807.08, was inadequate for utility plant 
of approximately $19,000,000 ; 

(3) That the refinancing described in paragraph (a) hereof has resulted in 
a tax saving for the year 1940 of approximately $36,000, estimated by the 
company) arising from special deductions for Federal income-tax purposes, and 
will result in an estimated annual saving in interest charges of $172,000; 

(4) That good and sufficient cause has been shown why permission of the 
Commission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E; 

Therefore, the Commission orders: 

(A) That the applicant, Northern Indiana Power Company, shall credit 
Account 140, Unamortized Debt Discount and Expense, and charge earned 
surplus (deficit, with an amount equivalent to the 1940 Federal income tax 
savings which is estimated to be at least $36,583; 

(B) That permission be and it is hereby granted applicant to amortize the 
unamortized balance of debt discount and expense, call premiums, duplicate 
interest and refunding expenses as of December 31, 1940, associated with the 
bonds which were refinanced and redeemed in 1940, less tax savings referred 
to in paragraph (A) above, in the amount of $180,558.20, over a period of 
not exceeding 24 months, beginning with the month of January, 1941, by equal 
monthly charges to Account 531, Amortization of Debt Discount and Expense; 

(C) That the permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant; 

(D) That Northern Indiana Power Company shall, within 30 days after 
issuance of this order, submit to the Commission the journal entries it proposes 
to make in conformity with this order, and a schedule showing the amounts 
which are to be charged off monthly. 


Order to show cause 
Mississippi River Power Company 
(Docket No. IT-5695) 

June 17, 1941 


It appearing to the Commission that: 
(a) On July 31, 1939, Mississippi River Power Company (hereinafter referred 
to as company) filed and submitted its proposed reclassification and original 
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cost studies required by electric plant accounts instruction 2—-D of the Commis- 
sion’s Uniform System of Accounts Prescribed for Public Utilities and Licensees, 
effective January 1, 1937, and the Commission’s order of May 11, 1937; 

(b) The Commission’s staff and the staff of the Illinois Commerce Commis- 
sion have made a field study of the company’s proposed reclassification and 
original cost studies and on May 13, 1941, submitted a joint report to this 
Commission entitled, “Mississippi River Power Company, Keokuk, Iowa, Report 
on the Reclassification and Original Cost Studies of EBlectric Plant as at Janu- 
ary 1, 1937,” which report is herewith served upon the company; and 

(c) Certain adjustments of the company’s accounts are proposed in the 
aforesaid report as well as the disposition of certain of the amounts classified 
in Account 107, Electric Plant Adjustments, by the staffs of this Commission 
and the Illinois Commerce Commission, and a plan of disposition of certain 
other amounts so classified in Account 107 is to be submitted by the company, 
all as more fully set forth in the joint report; 

The Commission orders: 

That Mississippi River Power Company show cause, under oath, if any there 
be, on or before July 15, 1941, why the Commission should not determine by 
order that: 

(A) That adjusting entries be made by the company to bring its accounts 
in conformity with the recommendations made by the staffs of this Commission 
and the Illinois Commerce Commission in the joint report referred to in para- 
graph (b) above, all as more fully set forth in said joint report; 

(B) That a plan be submitted by the company for the disposition of $16,000,- 
000 classified in account 107, Electric Plant Adjustments; 

(C) That disposition be made of certain other amounts classified in Account 
107, in the sum of $6,251,519.24, in accordance with the recommendations of 
the staffs of this Commission and the Illinois Commerce Commission as set 
forth in the joint report; 

And the Commission further orders: 

That the response of the company hereto shall be in the form of an offer to 
prove the facts alleged and shall set forth with particularity the facts upon 
which the company relies; and shall not consist of conclusions of law nor of 
fact but only of such facts as would be admissible in evidence. 


Order permitting joint hearing 
Kentucky Natural Gas Corporation 
(Docket No. G—-174) 
June 19, 1941 


Upon petition of the Public Service Commission of Indiana, as filed on Sep- 
tember 17, 1940, for a joint hearing in this proceeding; 

The Commission orders: 

That the Public Service Commission of Indiana and all other interested state 
commissions be and they are hereby permitted to participate in these proceed- 
ings in accordance with the provisions of section 67.4 of the provisional rules of 
practice and regulations under the Natural Gas Act. 
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Order amending order authorizing license 
Pacific Gas and Electric Company 
(Project No. 1391) 

June 21, 1941 


Upon further consideration of its order of June 2, 1941, authorizing license for 
project No. 1391; 

The Commission orders: 

(1) That paragraph (1) of the ordering clause of the Commission’s order of 
June 2, 1941, herein be, and it is hereby, amended to read as follows: 

“(1) The license for project No. 1391 be issued, as authorized by the order 
of February 19, 1941, subject to the following additional special condition: 

“*As a special condition for the issuance of this license, the licensee expressly 
agrees that, until otherwise directed by the Commission, it will not, without 
first obtaining the approval of the Commission: 

“*(a) Construct additional generating capacity; 

“*(b) Increase any existing generating capacity; 

“*(ce) Acquire any additional generating capacity by lease, purchase, or 
otherwise ; 

“*(d) Enter into any contract for any additional generating capacity; or 

“*(e) Exercise any option under, or otherwise extend, any contract exist- 
ing at the time of service of this order on the licensee; 


“f such construction, increase, acquisition, contract, option or extension will 
make available to it more than 5,000 kilowatts of additional generating capacity 
at any one plant or from any one source or will make available to it a total of 
20,000 kilowatts of additional generating capacity from any number of plants 
or from any number of sources; and that any violation of the provisions of 
this paragraph shall constitute grounds for the revocation of the license. 

“*Prior approval and direction of the Commission as to the matters above 
set forth in this Article, shall not, however, be necessary when any of the 
aforesaid acts, deeds, or transactions are required to be performed, made, or - 
executed pursuant to a valid order of the Railroad Commission of the State of 
California, and when, after due notice to this Commission, the acts, deeds, or 
transactions so required to be performed, made, or executed shall be found not 
to affect the interests of interstate commerce or otherwise conflict with the 
interests of the United States or the authority vested by Congress in the 
Federal Power Commission.’ ” 

(2) That the said order of June 2, 1941, in all other respects, is to remain in 
full force and effect. 


Order denying application for extension of time and terminating license (major) 
The Calso Company 
(Project No. 1514) 


June 24, 1941 
It appearing that: 
(a) The license, which was issued to The Calso Company on February 1, 1940, 
prescribes that rehabilitation of the project works shall begin within six months 
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from the date of issuance of the license, and that thereafter the licensee shall 
in good faith and with due diligence prosecute such rehabilitation, and shall 
complete same within one year and six months from the date thereof; 

(b) On February 26, 1941, an application was filed on behalf of the company 
for extension of the time stipulated in-the license for beginning and completing 
the rehabilitation of the project works, stating that it was at that time in a poor 
position to rehabilitate the project, but considered it an asset to its mining claims 
which it proposed to sell as soon as patent thereon was issued ; 

(c) On April 8, 1941, the Commission entered an order directing The Calso 
Company to show cause, in any there be, under oath and in writing filed with 
the Commission, within thirty days from the date of receipt of said order, why 
it failed to comply with the stipulation in the license for beginning and com- 
pleting the rehabilitation of the project works, why its application for extension 
of time should not be denied, and why the license should not be terminated ; 

(d) In response thereto, The Calso Company informed the Commission that it 
was unable to conclude any arrangement for the working of the mining claim 
so that it could use the prcject; 

(e) Annual charges under the license for the project for the year 1940 have 
been paid; 

The Commission finds: 

(1) That the licensee has not commenced rehabilitation of the project works 
within the period prescribed in the license, and has given no assurance that it 
will be able to commence such rehabilitation ; 

(2) That it is consistent with the public interest to terminate the license and 
to deny the aforesaid pending application for extension of time; and 

It is ordered: 

(A) That the license for the project be and it is hereby terminated as of 
the ninety-first day after service hereof upon the licensee; 

(B) That the February 26, 1941, application for extension of. time be and it 
is hereby denied. 


Order vacating suspension 
Memphis Natural Gas Company 
(Docket Nos. G—202 and G-203) 

June 24, 1941 


It appearing to the Commission that: 

(a) On February 15, 1941, Memphis Natural Gas Company filed with the Com- 
mission a rate schedule dated February 12, 1941, designated in the files of the 
Commission as Memphis Natural Gas Company supplement No. 1 to supplement 
No. 2 to rate schedule FPC No. 3, providing that increased rates or charges for 
sales of natural gas to Mississippi Power & Light Company for resale to domestic 
consumers be made effective as of January 2, 1941; 

(b) On March 11, 1941, the Commission adopted an order herein entering upon 
a public hearing and suspending said Memphis Natural Gas Company supplement 
No. 1 to supplement No. 2 to rate schedule FPC No, 3; 

(c) On March 7, 1941, Memphis Natural Gas Company filed with the Commis 
sion a rate schedule dated March 5, 1941, designated in the files of the Commis- 
sion as Memphis Natural Gas Company supplement No. 1 to supplement No. 1 to 
rate schedule FPC No. 2, providing that increased rates or charges for sales of 
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natural gas to Arkansas Power & Light Company for resale to domestic con- 
sumers be made effective as of April 21, 1941; 

(d@) On March 25, 1941, the Commission adopted an order herein entering upon 
& public hearing and suspending said Memphis Natural Gas Company supplement 
No. 1 to supplement No. 1 to rate schedule FPC No. 2; 

(e) On June 4, 1941, Memphis Natural Gas Company filed with the Commission 
a letter of transmittal dated June 2, 1941, together with copies of letters dated 
May 26 and May 27, 1941, containing formal requests for permission to withdraw 
Memphis Natural Gas Company supplement No. 1 to supplement No. 2 to rate 
schedule FPC No. 3 and supplement No. 1 to supplement No. 1 to rate schedule 
FPC No. 2, respectively ; 

The Commission orders: 

(A) That Memphis Natural Gas Company be and it is hereby permitted to with- 
draw its supplement No. 1 to supplement No. 2 to rate schedule FPC No. 3 and 
supplement No. 1 to supplement No. 1 to rate schedule FPC No. 2, respectively, 
filed on February 15 and March 7, 1941; and Memphis Natural Gas Company rate 
schedules FPC No. 3 and supplement No. 2 thereto and FPC No. 2 and supplement 
No. 1 thereto shall remain and continue in full force and effect until such time as 
they may be changed in a manner provided by the Natural Gas Act; 

(B) That the proceedings initiated by the Commission’s orders herein be and 
the same are hereby terminated. 


Order granting permission under balance sheet accounts instruction 6-—E 
? Appalachian Electric Power Company 
(Docket No. IT-5668) 


June 24, 1941 





Upon application of Appalachian Electric Power Company, filed January 24, 
1941, pursuant to the provisions of balance sheet accounts instruction 6-E of the 
Commission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees, for permission to amortize the unamortized balance of call premium 
of a certain refinanced and redeemed bond issue; 

It appearing to the Commission that: 

(a) During December 1940, Appalachian Electric Power Company issued and 
sold $70,000,000 principal amount of first mortgage bonds 314% series due 1970, 
at 105; 

(b) On December 20, 1940, the applicant called, for redemption on January 20, 
1941, the following: 


Description : ! 
: Principal Calt 
First Mortgage Bonds, 4% Series due amount premium 
Pee? 2; 1908. soci ee ees $57, 000,000 106 or $3, 420, 000 









Sinking Fund Debentures, 414% Series 
Gee Pak 2, Women se a 





9, 250,000 10314 or 823, 750 





$66, 250, 000 

(c) As of December 1, 1940, the applicant charged to earned surplus the balance 
of $3,506,668.51 of unamortized debt discount and expenses applicable to the 
$66,250,000 principal amount of bonds and debentures referred to in paragraph 
(b) above, $323,750 of call premium associated with the redemption of the 
$9,250,000 sinking fund debentures, 444% series, due February 1, 1948, and the 
remaining balance of $2,145,559.95 of unamortized debt discount, expense and 
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call premium applicable to certain bonds refunded during 1938, a total charge to 
earned surplus of $5,975,978.46 ; 

(d) Applicant seeks permission to amortize the unamortized balance of call 
premium of $3,420,000 associated with refinanced and redeemed first mortgage 
bonds, 4% series due February 1, 1963, over the life of the new bonds at the rate 
of $9,500 per month, commencing December 1, 1940, in accordance with the plan 
of amortization approved by the Railroad and Public Utilities Commission of 
Tennessee, by order of December 6, 1940 (Docket No. 2460), and the State Cor- 
poration Commission of Virginia by order entered December 4, 1940 (Case No. 
7118) ; 

(e) During the month of December 1940, the applicant commenced amortiza- 
tion of call premium at the rate of $9,500 per month in accordance with the orders 
of the State commissions referred to in paragraph (d) above, by charges to 
Account 531, Amortization of Debt Discount and Expense, leaving an unamor- 
tized balance of call premium of $3,410,500 as of December 31, 1940; 

(f) Balance sheet accounts instruction 6-E of the Commission’s uniform 
system of accounts provides that such call premium be charged to Account 414, 
Miscellaneous Debits to Surplus, when obligations are refinanced and redeemed 
by another issue before the date of maturity of the first issue, unless the permis- 
sion of the Commission be obtained to amortize such amounts over a pericd sub- 
sequent to the date of redemption ; 

The Commission having considered said application and other matters of record 
and in the files of the Commission, furnished by applicant, finds: 

(1) That applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale in 
interstate commerce, is engaged in the business of such transmission and sale, 
and is, therefore, a public utility within the meaning of the Federal Power Act; 

(2) That the refinancing described in paragraph (a) hereof has resulted in a 
reduction in the coupon rate of interest to 314% from the previous interest rates 
of 4% on the refinanced and redeemed bonds and 414% on the sinking fund 
debentures, referred to in paragraph (b) above; the estimated annual savings 
resulting from the refinancing, after allowing for the estimated Federal income 
taxes applicable thereto, would appear to be in excess of $770,090; 

(3) That good and sufficient cause has been shown why permission of the 
Commission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E; 

(4) That the proposed accounting treatment of call premium requested by 
applicant is not the only recognized accounting treatment nor necessarily the best 
accounting practice ; 

Therefore, the Commission orders: 

(A) That permission be and it is hereby granted applicant to amortize the 
unamortized balance of call premium as of December 31, 1940, associated with its 
refinanced and redeemed first mortgage bonds, 4% series due February 1, 1963, 
in the amount of $3,410,500 over a period not to exceed four years, beginning 
with the month of January 1941, by equal monthly charges to Account 531, 
Amortization of Debt Discount and Expense; 

(B) That the permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations or tariffs of applicant; 

(C) That Appalachian Electric Power Company shall, within thirty days after 
issuance of this order, submit to the Commission the journal entries it proposes 
to make in conformity with this order and a schedule showing the amounts which 
are to be charged off monthly. 
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Order to show cause and fixing date for hearing 
Carolina Power & Light Company 
(Docket No. IT-5701) 
June 24, 1941 


It appearing to the Commission that: 

(a) On March 29, 1940, Carolina Power & Light Company (hereafter referred 
to as company) filed and submitted its proposed reclassification and original cost 
studies purportedly in accordance with the requirements of the Commission's 
Uniform System of Accounts Prescribed for Public Utilities and Licensees, effec- 
tive January 1, 1937, and the Commission’s order of May 11, 1937; 

(b) The Commission’s staff has made a field study of the company’s pro- 
posed reclassification and original cost studies and submitted a report to the 
Commission, entitled, “Carolina Power & Light Company, Raleigh, North Caro- 
lina, Report on the Reclassification and Original Cost Studies of Electric 
Plant as at January 1, 1937,” which report is to be served herewith upon the 
company ; 

(c) As is indicated in said report, the staff of the Commission has reversed 
the company’s reclassification of its utility plant in its entirety, establishing 
$23,920,862.08 in Account 107, Electric Plant Adjustments, and transferring 
the balance of $67,178,846.23 to Account 100.6, Electric Plant in Process of 
Reclassification ; . 

(d) It is recommended in said report that the company submit a plan 
for the disposition of the amount of $23,920,862.08 established in Account 107, 
Electric Plant Adjustments ; . 

(e) The balance of $67,178,846.23 was established in Account 100.6, Electric 
Plant in Process of Reclassification, by the staff of the Commission, because, 
as is more fully set forth in the report, such amounts had not been classified 
by the company in accordance with the requirements of the Comynission’s 
uniform system of accounts and the Commission’s order of May 11, 1937, referred 
to in paragraph (a) hereof; 

(f) It is recommended in said report that the company’ reclassify the 
balance of $67,178,846.23, established in Account 100.6, Electric Plant in Process 
of Reclassification, in accordance with the requirements of the uniform system 
of accounts and the Commission’s order of May 11, 1937; 

The Commission finds: 

That it is advisable, necessary and proper in the public interest that 
Carolina Power & Light Company be required to show cause, if any there be, 
at a public hearing: 

(1) Why the Commission should not order Carolina Power & Light Com- 
pany: 

(i) To record on its books the adjustments recommended by the staff of 
the Commission in the above-mentioned “Report on the Reclassification and 
Original Cost Studies of Electric Plant as at January 1, 1937” ; 

(ii) To dispose of the amount of $23,920,862.08, established in Account 107, 
Hlectric Plant Adjustments, by the staff of the Commission in accordance with 
the evidence adduced at the hearing; 

(iii) To prepare and submit to the Commission a reclassification of the 
amount of $67,178,846.23, established by the report referred to in paragraph 
(bd) hereof, in Account 100.6, Electric Plant in Process of Reclassification, in 
accordance with the requirements of the Uniform System of Accounts Pre- 
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scribed for Public Utilities and Licensees, effective January 1, 1937, and the 
Commission’s order of May 11, 1937; 

(2) Why it has failed to comply with the requirements of the Commission’s 
uniform system of accounts and the, Commission’s order of May 11, 1937; 

(3) Why the Commission should not institute appropriate proceedings against 
it, its officers, and directors for failure or refusal to comply with the Com- 
mission’s uniform system of accounts and the Commission’s order of May 11, 
1987, referred to in paragraph (a) hereof; 

The Commission orders: 

(A) That the Secretary serve a copy of the report referred to in paragraph 
(b) hereof upon the company concurrently with the service of this order 
upon the company ; 

(B: That a public hearing be held on July 21, 1941, at 9:45 a. m., in the 
Federal Court Room, Federal Building, Ra‘eigh, North Carolina, and at such 
hearing Carolina Power & Light Company show cause why the Commission 
should not determine by order that: 

(i) Adjusting entries be made to bring the company’s accounts in con- 
formity with all the recommendations made by the staff of the Commission 
in the “Report on the Reclassification and Original Cost Studies of Electric 
Plant as at January 1, 1937,” referred to in paragraph (0b) hereof; 

(ii) Disposition be made of the amount of $23,920,862.08 established in 
Account 107, Electric Plant Adjustments, by the report referred to in para- 
graph (0b) hereof in accordance with the evidence adduced at such public 
hearing ; 

(iii) Carolina Power & Light Company prepare and submit to the Com- 
mission a reclassification of the amount of $67,178,846.23 established in Account 
100.6 Electric Plant in Process of Reclassification, by the report referred to in 
paragraph (b) hereof, in accordance with the requirements of the Commission's 
uniform system of accounts and the Commission’s order of May 11, 19387; 

(iv) Appropriate proceedings be instituted against Carolina Power & Light 
Company, its officers and directors, for failure or refusal to comply with the 
requirements of the Commission’s uniform system of accounts and the Com- 
mission’s order of May 11, 1937; 

(C) That the Utilities Commission of North Carolina and the Public Service 
Commission of South Carolina may participate in the hearing, as provided in 
part 39, section 39.4, of this Commission’s Rules of Practice and Regulations 
prescribed pursuant to the provisions of the Federal Power Act. 


Order rescinding authorization of issuance of new license (minor) and 
dismissing application for license 


Mrs. Caroline Garster (Deceased) 
(Project No. 1189) 


June 24, 1941 


It appearing that: 
(a) Pursuant to application filed May 11, 1938, the Commission, by order 
dated April 4, 1939, authorized issuance of a new license to Mrs. Caroline 
Garster, of Juneau, Alaska, for constructed minor project No. 1189, affecting 
lands of the United States within the Tongass National Forest; 
(b) The license was not issued because Mrs. Garster died in the interim; 
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The Commission finds that the order dated April 4, 1939, should be rescinded 
and the application dismissed ; and 

It is ordered: 

That the order of April 4, 1939, authorizing new license for minor project 
No. 1189, be and it is hereby rescinded and the application for license be and 
it is hereby dismissed. 


Recommendation for the curtailment of the use of electric energy in the 
Southeastern States 


(Docket No. IT-—5703) 
June 27, 1941 


The President of the United States in his proclamation of an unlimited 
national emergency calls upon “all loyal citizens to place the nation’s needs 
first in mind and in action to the end that we may mobilize and have ready 
for instant defensive use all of the physical powers, all of the moral strength 
and all of the material resources of this nation.” 

The production of strategic defense materials and particularly the production 
of aluminum, which is vital to the aircraft program, will be seriously impeded 
by a shortage of electre energy in the southeastern part of the United States 
unless steps are taken immediately (a@) to secure a curtailment of the use of 
electricity by all consumers except for direct or indirect utilization in defense 
production and (0b) to provide additional transmission interconnections to assure 
the widest availability of electricity which can be generated. 

The Federal Power Commission has completed a comprehensive survey of the 
many factors involved in meeting the emergency power situation now prevailing 
in the southeastern area of the United States. 

This critical power situation is due to the necessity of keeping defense indus- 
tries producing without interruption in spite of a growth in defense load greatly 
exceeding expectations and a drought which practically eliminated the seasonal 
power on which the aluminum and certain national defense industries were 
relying for a large part of their power requirements. 

The citizens and industries of Alabama and Georgia have recently joined with 
the electric utilities serving those states in a voluntary patriotic effort to curtail 
the use of electric energy in order to assure continuity of power supply for 
all-out defense production. The sharing of this patriotic duty of curtailment 
of the use of electric energy by all consumers in the southeastern states is 
vitally needed for continued expansion of the production of defense materials. 

On the basis of the conclusions drawn from its recent comprehensive survey, 
the Commission hereby finds and determines: 

That an emergency, within the meaning of section 202 (c) of the Federal 
Power Act, exists in the southeastern area of the United States, resulting from 
a sudden increase in the demand for electric energy to meet the requirements 
of naticnal defense production, coupled with a shortuge of electric energy due 
to drought and insufficient steam generating and transmission facilities; and 

The Commission urgently recommends to all publicly and privately owned 
utilities and to all citizens of the States of Virginia, North Carolina, South 
Carolina, Georgia, Alabama, Tennessee, Mississippi, and Florida, that: 

(1) The use of electricity for all nonessential and nondefense purposes be 
curtailed, including the use by and sale to domestic and commercial consumers, 
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industrial consumers to the extent that they are not engaged in production 
for the defense program, and the use of electric energy by municipalities for 
street and ornamental lighting to the extent consistent with the public safety 
and the public interest. Z 

(2) The publicly and privately owned utilities in the designated States advise 
with the Commission as to the speeific steps to be taken to expedite the carrying 
out of this recommendation. 


Order requiring interconnection of facilities 


Florida Power & Light Company and Florida Public Service Company 


(Docket No. IT-5704) 
June 27, 1941 


The Federal Power Commission having this day determined that an emer- 
gency, under section 202 (c) of the Federal Power Act, exists in the south- 
eastern area of the United States by reason of a sudden increase in the de- 
mand for electric energy coupled with a shortage of electric energy, a shortage 
of facilites for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes, which determination is by 
reference made a part hereof; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric 
facilities and the coordinated operation thereof ; 

The Commission finds: 

That in order to meet the emergency and serve the public interest, an emer- 
gency connection of facilities is necessary between the Florida Power & Light 
Company at Sanford, Florida, and the Florida Public Service Company at 
Benson Springs, Florida. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, the Commission orders: 

(A) The Florida Power & Light Company and the Florida Public Service 
Company to interconnect in such manner as shall be mutually agreed upon 
between them, and during the period of the emergency to maintain and operate 
their respective existing steam electric stations located at or near Sanford, 
Florida, and Benson Springs, Florida, and provide the necessary transformer, 
switching and other equipment for interconnecting the said facilities; and to 
provide for such generation, delivery, interchange and transmission of electric 
energy as will best meet the emergency and serve the public interest; 

(B) The acts herein required to be done pursuant to paragraph (A) above 
shall be initiated immediately and shall be carried forward without delay, and 
in no event shall compliance herewith be delayed pending determination of the 
terms or conditions of any agreement between the companies affected. In the 
event that the parties affected by this order fail to agree upon the terms or 
conditions of any arrangement which may be necessary or appropriate to the 
execution of this order, the Commission will, by supplemental order, prescribe 
such terms and conditions as it finds to be just and reasonable, including the 
compensation or reimbursement which shall be paid to or by any such party; 

(C) The parties affected by this order shall keep the Commission currently 


informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 
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Order requiring interconnection of facilities 
Duke Power Company; Carolina Aluminum Company 
(Docket No. IT-5705) 
June 27, 1941 


The Federal Power Commission having this day determined that an emer- 
gency, under section 202 (c) of the Federal Power Act, exists in the south- 
eastern area of the United States by reason of a sudden increase in the 
demand for electric energy coupled with a shortage of electric energy, a 
shortage of facilities for the generation and transmission of electric energy, a 
shortage of water for generating facilities, and other causes, which determina- 
tion is by reference made a part hereof; and 

Having given careful consideration to the circumstances and to the neces- 
sity for alleviating such shortages in the area by interconnections of electric 
facilities and the coordinated operation thereof ; 

The Commission finds: 

That in order to meet the emergency and serve the public interest, an addi- 
tional or emergency connection of facilities is necessary between the Duke 
Power Company Albemarle substation near Albemarle, North Carolina, and the 
Carolina Aluminum Company Badin substantion at Badin, North Carolina. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, the Commission orders: 

(A) The Duke Power Company to construct, and during the period of the 
emergency maintain and operate, an additional 100,000-volt circuit from 
its Albemarle substation to the Badin substation of the Carolina Aluminum 
Company, and install the.necessary transformers, switching, and other equip- 
ment for interconnecting the said facilities; and to provide for such genera- 
tion, delivery, interchange and transmission of electric energy as will best 
meet the emergency and serve the public interest; 

(B) The acts herein required to be done pursuant to paragraph (A) above 
shall be initiated immediately and shall be carried forward without delay, 
and in no event shall compliance herewith be delayed pending determination 
of the terms or conditions of any agreement between the companies affected. 
In the event that the parties affected by this order fail to agree upon the 
terms or conditions of any arrangement which may be necessary or appro- 
priate to the execution of this order, the Commission will, by supplemental 
order, prescribe such terms and conditions as it finds to be just and reasonable, 
including the compensation or reimbursement which shall be paid to or by 
any such party; 

(C) The parties affected by this order shall keep the Commission currently 
informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Order requiring interconnection of facilities 


New Orleans Public Service, Inc.; Mississippi Power Company; and Louisiana 
Power & Light Company 


(Docket No. IT-6706) 
June 27, 1941 


The Federal Power Commission having this day determined that an emergency, 
under section 202 (c) of the Federal Power Act, exists in the southeastern area 
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of the United States by reason of a sudden increase in the demand for electric 
energy coupled with a shortage of electric energy, a shortage of facilities for the 
generation and transmission of electric energy, a shortage of water for generating 
facilities, and other causes, which determination is by reference made a part 
hereof; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric 
facilites and the coordinated operation thereof ; 

The Commission finds: 

That in order to meet the emergency and serve the public interest, an emergency 
connection of facilities is necessary between the facilities of New Orleans Public 
Service, Inc., and the Mississippi Power Company Landon substation at Gulfport, 
Mississippi, via facilities of the Louisiana Power & Light Company. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: 

(A) The New Orleans Public Service, Inc., the Louisiana Power & Light Com- 
pany, and ‘the Mississippi Power Company to construct in their respective operat- 
ing territories, or as may be mutually agreed upon between them, and during the 
period of the emergency maintain and operate, a 110,000-volt circuit interconnect- 
ing the facilities of New Orleans Public Service, Inc., at New Orleans, Louisiana, 
and the Landon substation of the Mississippi Power Company and install the 
necessary transformer, switching and other equipment for the proper operation 
of the said circuit; and to provide for such generation, delivery, interchange 
and transmission of electric energy as will best meet the emergency and serve 
the public interest; 

(B) The acts herein required to be done pursuant to paragraph (A) above 
shall be initiated immediately and shall be carried forward without delay, and 
in no event shall compliance herewith be delayed pending determination of the 
terms or conditions of any agreement between the companies affected. ‘In the 
event that the parties affected by this order fail to agree upon the terms or condi- 
tions of any arrangement which may be necessary or appropriate to the execution 
of this order, the Commission will, by supplemental order, prescribe such terms 
and conditions as it finds to be just and reasonable, including the compensation 
or reimbursement which shall be paid to or by any such party; 

(C) The parties affected by this order shall keep the Commission currently 
informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Order requiriny interconnection of facilities 
Georgia Power & Light Company; Georgia Power Company 
(Docket No. IT-5707) 

June 27, 1941 


The Federal Power Commission having this day determined that an emergency, 
under section 202 (c) of the Federal Power Act, exists in the southeastern area of 
the United States by reason of a sudden increase in the demand for electric 
energy coupled with a shortage of electric energy, a shortage of facilities for the 
generation and transmission of electric energy, a shortage of water for generating 
facilities, and other causes, which determination is by reference made a part 
hereof; and 
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Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric facilities 
and the coordinated operation thereof ; 

The Commission finds: 

That, in order to meet the emergency and serve the public interest, an emer- 
gency connection of facilities is necessary between the Georgia Power & Light 
Company substation near Waycross, Georgia, and the Alma substation near Alma, 
Georgia, of the Georgia Power Company. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: 

(A) The Georgia Power & Light Company and the Georgia Power Company to 
construct in their respective operating territories, or as may be mutually agreed 
upon between them, and during the period of the emergency maintain and operate 
a 66,000-volt circuit interconnecting the Waycross substation of the Georgia Power 
& Light Company with the Alma substation of the Georgia Power Company and 
install the necessary transformer, switching and other equipment for the proper 
operation of the said circuit; and to provide for such generation, delivery, inter- 
change and transmission of electric energy as will best meet the emergency and 
serve the public interest; 

(B) The acts herein required to be done pursuant to paragraph (A) above shall 
be initiated immediately and shali be carried forward without delay, and in no 
event shall compliance herewith be delayed pending determination of the terms or 
conditions of any agreement between the companies affected. In the event that 
the parties affected by this order fail to agree upon the terms or conditions of 
any arrangement which may be necessary or appropriate to the execution of this 
order, the Commission will, by supplemental order, prescribe such terms and con- 
ditions as it finds to be just and reasonable, including the compensation or reim- 
bursement which shall be paid to or by any such party; 

(C) The parties affected by this order shall keep the Commission currently in- 


formed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Order requiring interconnection of facilities 
Florida Power Corporation.; and Florida Power & Light Company 
(Docket No. IT—-5708) 
June 27, 1941 


The Federal Power Commission having this day determined that an emer- 
gency, under section 202 (c) of the Federal Power Act, exists in the south- 
eastern area of the United States by reason of a sudden increase in the demand 
for electric energy coupled with a shortage of electric energy, a shortage of 
facilities for the generation and transmission of electric energy, a shortage of 
water for generating facilities, and other causes, which determination is by 
reference made a part hereof; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric facilities 
and the coordinated operation thereof ; 

The Commission finds: 

That in order to meet the emergency and serve the public interest, an emer- 
gency connection of facilities is necessary between the Florida Power Corpora- 
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tion substation at Jasper, Florida, and the Florida Power & Light Company 
substation near Lake City, Florida. 

Wherefore, pursuant to provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: é 

(A) The Florida Power Corporation to reconstruct, and during the period 
of emergency maintain and operate, at 66,000-volt operation, its existing low 
voltage circuit between its Jasper, Florida, substation and White Springs, 
Florida, and at such latter point said corporation shall interconnect with the 
facilities of the Florida Power & Light Company, and install the necessary 
transformer, switching and other equipment for the proper operation of the said 
circuit at the increased voltage; 

(B) The Florida Power & Light Company to construct, and during the period 
of the emergency maintain and operate, a 66,000-volt circuit between its Lake 
City, Florida, substation and White Springs, Florida, at which point it shall 
interconnect with facilities of the Florida Power Corporation, and install the 
necessary transformer, switching and other equipment for proper operation 
of the said circuit; 

(C) The Florida Power Corporation and the Florida Power & Light Company 
to provide for such generation, delivery, interchange and transmission of 
electric energy as will best meet the emergency and serve the public interest; 

(D) The acts herein required to be done pursuant to paragraphs (A), (B), 
and (C) above shall be initiated immediately and shall be carried forward with- 
out delay, and in no event shall compliance herewith be delayed pending 
determination of the terms or conditions cf any agreement between the rom- 
panies affected. In the event that the parties affected by this order fail to 
agree upon the terms or conditions of any arrangement which may be necessary 
or appropriate to the execution of this order, the Commission will, by supple- 
mental order, prescribe such terms and conditions as it finds to be just and 
reasonable, including the compensation or reimbursement which shall be paid 
to or by any such party; 

(E) The parties affected by this order shall keep the Commission currently 
informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Order requiring interconnection of facilities 


Georgia Power & Light Company, Florida Power Corporation, and Georgia Power 
Company 


(Docket No. IT-5709) 


June 27, 1941 


The Federal Power Commission having this day determined that an emergency, 
under section 202 (c) of the Federal Power Act, exists in the southeastern area 
of the United States by reason of a sudden increase in the demand for electric 
energy coupled with a shortage of electric energy, a shortage of facilities for the 
generation and transmission of electric energy, a shortage of water for generating 
facilities, and other causes, which determination is by reference made a part 
hereof ; and 

Having given careful consideration to the circumstances and to the necessity for 
alleviating such shortages in the area by interconnections of electric facilities and 
the coordinated operation thereof ; 
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The Commission finds: 

That in order to meet the emergency and serve the public interest it is necessary 
(1) for the Florida Power Corporation to strengthen its existing facilities between 
its Inglis steam-electric station and its Jasper substation, both in Florida, and (2) 
for the Florida Power Corporation and the Georgia Power Company to make an 
emergency connection of their respective facilities at Jasper, Florida, and Tifton, 
Georgia, via the facilities of the Georgia Power & Light Company. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: 

(A) The Florida Power Corporation, the Georgia Power & Light Company and 
the Georgia Power Company to construct, and during the period of the emergency 
maintain and operate, a 110,000-volt circuit between the Florida Power Corporation 
substation at Jasper, Florida, and the Georgia Power Company substation at 
Tifton, Georgia, and install the necessary transformer, switching and other equip- 
ment for the proper operation of the said circuit, the Florida Power Corporation 
to construct the portion of the circuit from its substation at Jasper, Florida, to 
the Florida-Georgia state line, the Georgia Power & Light Company to construct 
the portion of the circuit from the Georgia-Florida state line to Barneyville, 
Georgia, and the Georgia Power Company to construct the portion of the circuit 
between Barneyville, Georgia, and its substation at Tifton, Georgia; and to pro- 
vide for such generation, delivery, interchange and transmission of electric energy 
as will best meet the emergency and serve the public interest ; 

(B) The Florida Power Corporation to strengthen one of its existing 66,000-volt 
circuits between its Inglis steam-electric station at Inglis, Florida, and its sub- 
station at Jasper, Florida, to permit operation of the said circuit at 110,000 volts, 
and install the necessary transformer, switching and other equipment for the 
proper operation of the said circuit at the increased voltage ; 

(C) The acts herein required to be done pursuant to paragraph (A) above shail 
be initiated immediately and shall be carried forward without delay, and in no 
event shall compliance herewith be delayed pending determination of the terms or 
conditions of any agreement between the companies affected. In the event that 
the parties affected by this order fail to agree upon the terms or conditions of any 
arrangement which may be necessary or appropriate to the execution of this order, 
the Commission will, by supplemental order, prescribe such terms and conditions 
as it finds to be just and reasonable, including the compensation or reimbursement 
which shall be paid to or by any such party ; 

(D) The acts herein required to be done under paragraph (B) above shall be 
initiated immediately and shall be carried forward without delay ; 

(E) The parties affected by this order shall keep the Commission currently 
informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Order requiring interconnection of facilities 


Alabama Electric Cooperative, Florida Power Corporation, and Alabama 
Power Company 


(Docket No. IT-5710) 
June 27, 1941 


The Federal Power Commission having this day determined that an emer- 
gency, under section 202 (c) of the Federal Power Act, exists in the south- 
eastern area of the United States by reason of a sudden increase in the de- 
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mand for electric energy coupled with a shortage of electric energy, a shortage 
of facilities for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes, which determination is by 
reference made a part hereof; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric facil- 
ities and the coordinated operation thereof; 

The Commission finds: 

That in order to meet the emergency and serve the public interest, an emer- 
gency connection of facilities is necessary between the Florida Power Corpora- 
tion Quincy substation near Quincy, Florida, and the Alabama Power Company 
Pinckard substation near Pinckard, Alabama. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, the Commission orders: 

(A) The Alabama Electric Cooperative to construct, and during the period 
of the emergency maintain and operate, a 110,000-volt circuit interconnecting 
the Florida Power Corporation Quincy substation and the Alabama Power Com- 
pany Pinckard substation via River Junction, Florida, and, except as herein- 
after specified in paragraph (B), install the necessary transformer, switching, 
and other equipment to interconnect the said substations and connected 
facilities ; 

(B) The Florida Power Corporation and the Alabama Power Company to in- 
stall in their respective Quincy and Pinckard substations the necessary trans- 
formers, switching and other equipment for interconnecting their said sub- 
stations and connected facilities with the 110,000-volt circuit to be constructed 
by the Alabama Electric Cooperative, pursuant to paragraph (A) above; 

(C) The Alabama Electric Cooperative, the Alabama Power Company and 
the Florida Power Corporation to provide for such generation, delivery, inter- 
change, and transmission of electric energy as will best meet the emergency 
and serve the public interest ; 

(D) The acts herein required to be done shall be initiated immediately and 
shall be carried forward without delay, and in no event shall compliance here- 
with be delayed pending determinaticn of the terms or conditions of any agre<- 
ment between the parties affected. In the event that the parties affected by 
this order fail to agree upon the terms or conditions of any arrangement which 
way be necessary or appropriate to the execution of this order, the Commission 
will, by supplemental order, prescribe such terms and conditions as it finds 
to be just and reasonable, including the compensation or reimbursement which 
shall be paid to or by any such party; 

(E) The parties affected by this order shall keep the Commission currently 
informed of all arrangements made or entered into for the effectuation of the 
purposes hereof. 


Recommendation for study on interconnection of facilities 
Tennessee Valley Authority; Cincinnati Gas & Electric Company 
(Docket No. IT-5711) 

June 27, 1941 


The Federal Power Commission, within the meaning of section 202 (c) of 
the Federal Power Act, hereby determines that an emergency exists in the 
southeastern area of the United States by reason of a sudden increase in the 
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demand for electric energy coupled with a shortage of electric energy, a shortage 
of facilities for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes. 

Having given careful consideration to the circumstances and to the necessity 
for coordinating the operation and the interconnection of electrie facilities 
to alleviate such shortages, the Commission recommends that in order to meet 
the emergency and serve the public interest the Tennessee Valley Authority 
and Cincinnati Gas & Electric Company shall study and report to the Com- 
mission, within two weeks from the date of receipt of this recommendation, 
their conclusions with regard to the construction of a heavy interconnecting 
transmission line and appurtenances, between the facilities of the Tennessee 
Valley Authority at Watts Bar and at Nashville, both in the State of Ten- 
nessee, and the Columbia steam electric generating statiom of the Cincinnati 
Gas & Electric Company via the site of the proposed Wolf Creek hydroelectric 
plant, said transmission line to be capable of transmitting and exchanging large 
blocks of power from and between the Cincinnati area and areas now connected 
thereto and the Tennessee Valley Authority and the southeastern area of the 
United States. 


Order directing generation and delivery of electric energy 
Carolina Aluminum Company 
(Docket No. IT-5713) 
June 28, 1941 


The Federal Power Commission having determined on June 27, 1941, that 
an emergency, under section 202 (c) of the Federal Power Act, exists in the 
southeastern area of the United States by reason of a sudden increase in the 
demand for electric energy coupled with a shortage thereof, a shortage of 
facilities for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes, which determination is by 
reference made a part hereof; and 

The Commission having been advised that certain generation of electric energy 
by the Carolina Aluminum Company at its hydroelectric plants on the Yadkin 
River in North Carolina and certain delivery by the Carolina Aluminum Com- 
pany of such electric energy is now threatening to increase the shortage of 
electric energy prevailing in the southeastern area of the United States by 
reducing the amount of water now in reservoirs on the Yadkin River avail- 
able for the generation of electric energy and thus to reduce the amount of 
power available throughout the balance of the year for the manufacture of 
aluminum for national defense purposes ; 

The Commission finds: 

That to best meet the emergency and assure the maximum continuous de- 
liveries of electric energy for the production of aluminum for defense purposes, 
the Carolina Aluminum Company should, until further notice, cause no further 
drawdown of its reservoirs located in the Yadkin River and should reduce its 
contract deliveries of electric energy to the Duke Power Company to not to 
exceed 1,600,000 kilowatt-hours per week. 

Therefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: 

(A) That the Carolina Aluminum Company shall, on and after 6:00 a. m., 
June 30, 1941, and until further notice, generate and deliver continuously for 
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the production of aluminum the maximum possible supplies of electric energy 
from its hydroelectric plants on the Yadkin River in North Carolina, and that, 
to assure such maximum continuous generation and delivery for production 
of aluminum, it shall (1) cause no further drawdown of its reservoirs at said 
plants and (2) reduce its deliveries to the Duke Power Company to not to 
exceed 1,600,000 kilowatt-hours per week ; 

(B) Should any ehange in the emergency situation now prevailing in the 
southeastern area of the United States occur, which in the judgment of the 
Commission under section 202 (c) of the Federal Power Act will justify the 
rescission, modification, or amendment of this order, such further orders as 
may be necessary in the premises shall issue. 


Order denying application for determination under section 24 of the Federal 
Power Act 


Lands Withdrawn in Project No. 187 
(Docket No. DA-583-California C. W. Robbins) 
July 1, 1941 


Upon application filed September 24, 1940, on behalf of C. W. Robbins, of 
Downieville, California, for a determination under section 24 of the Federal 
Power Act for restoration to mineral entry of the following described lands: 


Mount Drasto Meriran, CALIFORNIA 


T. 20N., R. 11 E.: 


Sec. 26, SE4SwW% 
Sec. 35, NEYNW%4 
Area: 80 acres; 

And it appearing that: 

(a) The lands are listed in the Federal Power Commission withdrawal no- 
tification letter dated May 5, 1924, as reserved pursuant to filing of amenda- 
tory application for preliminary permit for proposed water power Project No. 
187 ; 

(b) The North Fork Yuba River flows westward through the lands near the 
common boundary of the two subdivisions; the lands have high recreational 
value and may be used for future conduit right-of-way, either flow line or tun- 
nel; and restoration may injure their potential power value; 

(c) The Forest Service has reported that any mineral value which may 
exist in the lands can be realized under its special use permit; 

The Commission finds that: 

A determination that the value of the lands will not be injured or destroyed 
for the purposes of power development by location, entry or selection under 
the public land laws, for mining purposes, is not justified ; and 

It is ordered that: 

The aforesaid application be and it is hereby denied. 
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Determination of proportion of annual charges due for headwater benefits 


Southern California Edison Company Ltd., Projects Nos. 67 and 120, and 
San Joaquin Light and Power Corporation and its successor, Pacific Gas and 
Electric Company, Project No. 96 


(Docket No. IT-5650) 
July 1, 1941 


Upon application filed September 24, 1940, by Southern California Edison Co., 
Ltd., for a determination under section 10 (f) of the Federal Power Act of the 
equitable proportion of annual charges for the year 1939 for interest, main- 
tenance and depreciation on its storage reservoirs and other headwater improve- 
ments located on tributaries of the San Joaquin River in California and of 
benefit to the San Joaquin Light and Power Corporation and its successor, 
Pacific Gas and Electric Company, upon which application no hearings have 
been requested; and 

Upon the record before the Commission, including the several records of 
hearings held on the March 5, 1929 application for a determination of the 
equitable proportion of annual charges and exhibits submitted in connection 
therewith, and in consideration of the findings and opinion of the Commission 
entered January 28, 1939, and Exhibits A and B, prepared in accordance with 
said Commission opinion and submitted with the present application, the Com- 
mission determines that: 

The respective proportions of annual charges to be paid by the San Joaquin 
Light and Power Corporation or its successor, Pacific Gas and Electric Com- 
pany, to Southern California Edison Company, Ltd., for interest, maintenance and 
depreciation on the several storage reservoirs and other headwater improve- 
ments of the Southern California Edison Company, Ltd., for benefits directly re- 
ceived for the year 1939 are as follows: 

Item: Percent 
Huntington Lake 3. 37 
Florence Lake 8. 37 
Shaver Lake__----~- cvdainisvenhineas Duliinvdenrinintciniin tertidiieip ten tategls 3. 37 
SR is ss delta deiacenicdianttieenahinearaparanecabdoaees apts enaetensa tana laecabaiaes 3. 37 
Upper Florence Tunnel and Intake 
Lower Florence Tunnel . 2942 
Mono-Bear Diversion Works and Conduit : . 5240 
Upper Shaver Conduit 7 . 5047 
Lower Shaver Conduit . . 0385 


Order resuming hearing and to show further cause 
Pacific Power & Light Company 
(Docket No. IT-5611) 
July 1, 1941 


It appearing to the Commission that: 
(a) On April 16, 1940, the Commission, having under consideration the failure 
of Pacific Power & Light Company of Portland, Oregon, to comply with electric 
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plant accounts instruction 2-D of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, and with the Commission’s order 
adopted May 11, 1937, ordered the company to show cause, if any there be, at a 
public hearing: 3 . 

(i) Why it had failed to comply with electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts and with the order of the 
Commission adopted May 11, 1937; 

(ii) Why the petition of the company dated December 20, 1939, for an extension 
of time to July 1, 1940, should not be denied ; and 

(iii) Why the Commission should not institute appropriate proceedings against 
the company, its officers or directors for failure to comply with the provisions of 
electric plant accounts instruction 2-D of the Commission’s Uniform System of 
Accounts and the Commission’s order dated May 11, 1937; 

(bo) Pursuant to the order of April 16, 1940, a public hearing was begun on 
May 20, 1940, before an examiner of the Commission at Washington, D. C., and the 
hearing was recessed from day to day until May 24, 1940, upon which day the 
hearing was adjourned by the Commission’s examiner, subject to further orders 
of the Commission ; 

(c) The company, since the adjournment of the hearing referred to in par- 
agraph (6) hereof, filed, on July 3, 1940, its proposed reclassification and original 
cost studies required by electric plant instruction 2-D of the Commission's 
Uniform System of Accounts, and the Commission's order of May 11, 1937; 

(d@) The Commission’s staff and the staff of the Public Utilities Commissioner 
of Oregon have made a field study of the company’s proposed reclassification and 
original cost studies and have submitted a joint report to this Commission 
entitled, “Pacific Power & Light Company, Portland, Oregon, Report on the 
Reclassification and Original Cost Studies of Electric Plant as at January 1, 
1937,” which report is to be served herewith upon the company ; 

(e) The company has not fully complied with the requirements of electric 
plant instruction 2—D of the Commission’s Uniform System of Accounts and the 
Commission’s order of May 11, 1937; 

(f) The company has not properly determined the amounts includible in 
Account 100.5, electric plant acquisition adjustments ; 

(g) The joint report, described in paragraph (d) above, proposes certain ad- 
justments of the company’s accounts, the disposition of certain amounts classified 
in Account 107, electric plant adjustments, and recommends that the company 
make a proper reclassification of the amount transferred to Account 100.6, 
electric plant in process of reclassification; all as more fully set forth in said 
joint report ; 

The Commission finds that: 

(1) It is advisable, necessary and proper in the public interest to resume and 
to enlarge the scope of the hearing which pursuant to the Commission’s order of 
April 16, 1940, was begun on May 20, 1940, and was by the Commission’s examiner, 
adjourned on May 24, 1940, subject to the further orders of the Commission; 

Therefore the Commission orders that: 

(A) The Secretary serve a copy of the report referred to in paragraph (d) 
hereof upon the company concurrently with the service of this order upon the 
company ; 

(B) The hearing referred to in paragraphs (b) and (1) hereof be resumed on 
August 25, 1941, at 9: 45 a. m., Pacific Standard Time, in Cireuit Court Room 704, 
New Courthouse Building, at Portland, Oregon; 

(C) At said hearing Pacific Power & Light Company show further cause, if any 
there be: 
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(i) Why it has failed to comply fully with electric plant accounts, instruction 
2-D of the Commission’s Uniform System of Accounts and with the order of the 
Commission adopted May 11, 1937; 

(ii) Why the company shquid not make the adjusting entries on its books to 
conform with the recommendations made by the staffs of this Commission and 
the Public Utilities Commissioner of Oregon in the joint report referred to in 
paragraph (d) above; 

(iii) Why the company should not submit a plan for the disposition of the 
amounts which may be properly established in Account 100.5, electric plant 
acquisition adjustments, in accordance with the evidence adduced at said hearing; 

(iv) Why the company should not submit plans for the disposition of the 
amount of $9,694,593.47, classified in Account 107, electric plant adjustments ; 

(v) Why the company should not prepare and submit to the Commission a 
proper reclassification of the amount of $492,571.76 transferred in the joint report, 
referred to in paragraph (d) hereof, to Account 100.6, electric plant in process of 
reclassification ; 

(vi) Why the company should not be required to make such other studies as are 
recommended in the joint report referred to in paragraph (d) hereof, and as fully 
set forth in the said joint report ; 

(vii) Why this Commission should not by order determine that disposition be 
made of the amounts properly established in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments, in accordance with 
the evidence adduced at said hearing ; 

(viii) Why the Commssion should not institute appropriate proceedings against 
the company, its officers, or directors, for failure to comply with the provisions 
of electric plant accounts instruction 2—D of the Commission’s Uniform System of 
Accounts and the Commission’s order dated May 11, 1937; 

(D) The Public Utilities Commissioner of the State of Oregon and the Wash- 
ington Department of Public Service may participate in said hearing, as provided 
in Part 39, section 39.4 of this Commission’s Rules of Practice and Regulations 
prescribed pursuant to the provisions of the Federal Power Act. 


Order authorizing grouping of gas plant properties by districts for accounting 
: purposes 


Lone Star Gas Company 
(Docket No, G—171) 
July 1, 1941 


It appearing to the Commission that: 
(a) On February 15, 1940, Lone Star Gas Company of Dallas, Texas, filed with 
the Commission an application for permission to account for the operating cost 
and maintenance of its transmission lines by operating districts, as shown by a 
map attached to said application ; 

(b) Subsequent to February 15, 1940, said application by Lone Star Gas Com- 
pany was amended whereby permission is sought also to account for the operating 
cost and maintenance of gathering systems by operating districts, as set forth in 
said map attached to the original application ; 

(c) Additional data submitted with the application of Lone Star Gas Company 
sets forth that separate records by prescribed accounts are maintained for the 
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operating cost and maintenance of each compressor station, and each gasoline 
plant operated by the company ; 

(d) Lone Star Gas Company further specifies that separate plant records are 
maintained by prescribed accounts of the plant cost of each gathering line, each 
transmission main, each compressor station and each gasoline plant; 

(e) General instruction 11, “Records for Each Plant,” contained in the Uniform 
System of Accounts Prescribed for Natural Gas companies provides, in part, that— 

“Separate records shall be maintained by gas plant accounts of the book 
cost of each plant owned or operated and the cost of operating and maintaining 
each plant. The term ‘plant,’ as here used, means each gas production plant, 
each gathering system, each transmission main, and each compressor station 
other than distribution compressor station; provided, however, that the cost of 
operating and maintaining gas wells may be grouped to include all wells within 
one pool of gas. If a natural gas company operates more than one gathering 
system, or many transmission mains, or relatively small compressor stations, 
it may, with the approval of the Commission, group certain gathering systems, 
or certain transmission mains, or certain compressor stations for the purpose 
of complying with the portion of this instruction requiring a segregation of 
the cost of operating and maintaining each plant.” 

(f) That portion of the application of Lone Star Gas Company which relates to 
accounting for the operating cost and maintenance of each compressor station and 
each gasoline plant and to separate records of the plant cost of each gathering line, 
each transmission main, each compressor station and each gasoline plant consti- 
tutes compliance with the pertinent portions of general instruction 11 relating 
thereto; therefore, the company’s application for grouping plant affects only the 
matter of accounting for operation and maintenance expenses by operating districts 
for gathering systems and transmission lines; 

(g) The gas plant of Lone Star Gas Company, as described in the map attached 
to the application filed herein, consists of several gathering systems and of many 
transmission mains extending over a wide area, a number of which mains parallel 
each other or are located in groups ; and, therefore, it is not practicable in this in-’ 
stance to record cost of maintenance and operation separately for each main line; 
and the separate records maintained by the applicant of gathering system expenses 
of each operating district constitute, in this instance, a satisfactory basis of 
grouping for the purposes of general instruction 11; 

(h) Applicant claims that each of the fifteen operating districts, into which its 
gathering systems and transmission mains are divided, as described in the map 
attached to the application herein, are set up in a manner to afford economical 
operation and supervision ; 

(i) The gathering lines in district 1 are stated to be used to a limited extent 
in underground storage operations, such operations not being readily separable 
from natural gas production operations, and not of sufficient extent at this time 
to warrant separate records of the plant devoted to such underground storage 
operations, or of separate records for operating and maintaining plant facilities 
devoted to such underground storage operations; 

(j) A statement of expenses attached to the application herein includes a 
group of common gathering system expenses not distributed to operating dis- 
tricts; also a group of common transmission expenses applicable to both trans- 
mission lines and transmission compressor stations, but not distributed to 
operating districts or to respective transmission compressor stations; 

The Commission orders that: 

(A) The application of Lone Star Gas Company for permission to continue 
its present basis of grouping its gas plant into 15 operating districts (as de- 
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scribed in map and statement of expenses attached to application) for ex- 
pense accounting purposes, be and it is hereby granted on the following basis: 


Gathering system expenses Accounted for by prescribed accounts 
for each operating district ; 

Gathering system common expenses... Accounted for as a separate group for 
certain general office and other com- 
mon gathering system expenses 
which are not directly assignable to 
operating districts; 

Transmission line expenses Accounted for by prescribed accounts 
for each operating district; 

Transmission common expenses Accounted for as a.separate group for 
certain general office and other trans- 
mission expenses which are not di- 
rectly assignable to operating dis- 
tricts, or to individual compressor 
stations for common transmission 
compressor station expenses ; 

Gasoline plant expenses___________--_. Accounted for by prescribed accounts 
for each gasoline plant; 

Storage project expenses Not accounted for separately from 
other operations, since the storage 
operations are presently not exten- 
sive; 


provided, however, (a) that no change shall be made by the applicant as to the 
boundaries of any of said districts, without previous notice to and consent of 
the Commission; (b) that gathering system common expenses be allocated on 
an equitable basis to the appropriate gathering system expense accounts of the 
respective operating districts, and that transmission common expenses be al- 
located on an equitable basis to the appropriate transmission line expense ac- 
counts of the respective operating districts and to the appropriate transmission 
compressor station expense accounts of each transmission compressor station; 
and (c) that, if the underground storage operation in district 1 becomes more 
extensive at a later date, or if additional underground storage projects are 
developed, notice shall be given to the Commission for the purpose of enabling 
the Commission to determine whether separate records of the cost of operating 
and maintaining such storage facilities shall be required; 

(B) Authority is reserved in the Commission to modify or change the 
boundaries, or the locations of the operating districts, or the bases of grouping 
set forth in this order, after opportunity for hearing. 


‘ 


Finding upon petition for exemption 


Repollo Oil Company 
(Docket No. G-195) 
July 1, 1941 


Upon consideration of the petition filed February 1, 1941, by Repollo Oil 
Company (hereinafter referred to as petitioner) for exemption from the provi- 
sions of the Natural Gas Act; 
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It appearing to the Commission that: 

(a) Petitioner is a Wyoming corporation engaged in the production of crude 
petroleum and in the production and gathering of natural gas; 

(bo) Petitioner is not engaged in the-transportation of natural gas other than 
the gathering thereof through a small diameter pipe for a short distance to 
the line of one purchaser ; 

(c) As a part of petitioner’s operations, natural gas is produced in the State 
of New Mexico and sold, at or in the immediate vicinity of the well mouth; 

(d) There is no present affiliation direct or indirect between petitioner and 
any person to which interstate sales of natural gas are made by petitioner and 
petitioner’s position in the operated field is not now sufficiently dominant to 
enable it to control prices or production ; 

Upon the above facts presented in the petition, the Commission, therefore, 
finds that: 

Repollo Oil Company is not a “natural-gas company,” and is not subject to 
the general orders, rules and regulations of this Commission, applicable solely 
to natural-gas companies, as defined in the Natural Gas Act. 


Order firing date for resumption of public hearing and providing for the 
issuance of subpoenas duces tecum 


The Peoples Natural Gas Company 
(Docket No. G—159) 
July 2, 1941 


It appearing to the Commission that: 

(a) By order dated March 12, 1940, the Commission instituted an investiga- 
tion of The Peoples Natural Gas Company for the purpose of enabling the 
Commission 

(i) to determine with respect to The Peoples Natural Gas Company whether 
(a) it is a natural-gas company within the meaning of the Natural Gas Act 
and whether (b) in connection with any transportation or sale of natural gas 
subject to the jurisdiction of this Commission, any rates, charges, or classifica- 
tions demanded, observed, charged, or collected, or any rules, regulations, 
practices or contracts affecting such rates, charges or classifications are unjust, 
unreasonable, unduly discriminatory or preferential, and 

(ii) if the Commission, after hearing has been had, shall find that The 
Peoples Natural Gas Company is a natural-gas company within the meaning of 
the Natural Gas Act and that any of the rates, charges, classifications, rules, 
regulations, practices or contracts subject to the jurisdiction of this Commis- 
sion are unjust, unreasonable, unduly discriminatory or preferential to deter- 
mine and fix by appropriate order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices or contracts to be thereafter observed 
and in force. 

(b) As recited in the Commission’s order of March 12, 1940, The Peoples 
Natural Gas Company sells natural gas to the New York State Natural Gas 
Corporation for transportation and resale by the latter in the State of New 
York and the price charged the New York State Natural Gas Corporation by The 
Peoples Natural Gas Company for such natural gas will have a substantial 
bearing upon the determination of the reasonableness of the rates and charges 
of the New York State Natural Gas Corporation which latter matter is pre- 





1006 FEDERAL POWER COMMISSION 


sently pending before the Commission at Docket No. G-114, Public Service 
Commission of the State of New York, complainant v. New York State Natural 
Gas Corporation and Docket No. G-125, In the Matter of New York State 
Natural Gas Corporation; 

(c) The Peoples Natural Gas Company is 100 percent owned by Standard Oil 
Company (N. J.); New York State Natural Gas Corporation is 100 percent 
owned by Lycoming United Gas Corporation; Standard Oil Company (N.. J.) 
owns 81 plus percent of Lycoming United Gas Corporation and controls the 
latter company; the sale of natural gas by The Peoples Natural Gas Company 
to the New York State Natural Gas Corporation is a sale and purchase between 
affiliates ; 

(d) By order dated December 21, 1940, the Commission set for public hear- 
ing the matters at issue in this proceeding, and after a finding as to their 
relevancy and materiality, directed The Peoples Natural Gas Company to pro- 
duce at said hearing certain of the company’s accounts, books, records, papers, 
or memoranda bearing upon the matter of the rates and charges demanded or 
made by the company ; . 

(e) Pursuant to the order of December 21, 1940, public hearings in this pro- 
ceeding were held on January 21, January 29, February 5, 6, 7, 1941, and said 
hearings were adjourned on February 7, 1941, until such further date as may 
be set by the Commission ; 

(f) The Peoples Natural Gas Company did not produce the books and records 
called for by the order of December 21, .1940; among other matters, testimony 
and evidence was adduced at the hearings above referred to by both The 
Feoples Natural Gas Company and the staff of this Commission on the subject of 
the operations of the company bearing upon the status of the Company as a 
natural-gas company as defined in the Natural Gas Act; 

(g) Numerous requests have been made of The Peoples Natural Gas Com- 
pany, both before, during and after the hearings above referred to, that the 
company give representatives of this Commission access to its accounts, books, 
records, papers or memoranda bearing upon the matter of the rates and charges 
demanded or made by said company, but The Peoples Natural Gas Company 
has repeatedly refused te grant such access or otherwise make such accounts, 
books, records, papers or memoranda available; 

The Commission, having considered the record made in this matter as of this 
date and the persistent refusal of The Peoples Natural Gas Company either to 
grant access to or otherwise make available its accounts, books, records, papers 
or memorandum referred to above, finds that: 

The Peoples Natural Gas Co.’s general ledger or ledgers and all subsidiary 
ledgers kept by said company including, without limitation, the company’s plant 
ledgers, accounts receivable ledgers, accounts payable ledgers, expense ledgers, 
revenue ledgers, lease ledgers, materials and supplies ledgers, work or job order 
ledgers are relevant and material to this proceeding; 

The Commissiun orders that: 

(A) Public hearings in this proceeding be resumed beginning at 9:45 a. m., 
August 4, 1941, in the hearing room of the Federal Power Commission, 1800 
Pennsylvania Avenue NW., Washington, D. C.; 

(B) Appropriate subpoenas duces tecum be issued and directed to The Peoples 
Natural Gas Company or to its appropriate officers or employees ‘to cause the 
rroduction before the Commission or its duly designated trial examiner of any 
or all of the books and records described in the finding above made. 
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Order instituting investigation 


Lone Star Gas Company 


(Docket No. G-209) 


July 3, 1941 


It appearing to the Commission that: 

(a) On June 14, 1941, the city of Dallas, Texas, a municipal corporation, filed 
with the Commission a complaint (docket No. G-208) which, among other 
things, alleges in substance: that the Lone Star Gas Company, a corporation 
organized and existing under the laws of the State of Texas, is engaged in 
interstate transportation of natural gas from fields in the Texas Panhandle 
through southwestern Oklahoma and thence to the city gate at Dallas, at which 
point the said gas is sold by the said Lone Star Gas Company to its affiliate, 
Dallas Gas Company, which latter company distributes and resells the gas to 
residential, commercial and industrial consumers in the said city; that the 
rates and charges demanded and collected by Lone Star Gas Company from 
the Dallas Gas Company are unjust and unreasonable and result in unreason- 
ably high rates that are being charged by the said Dallas Gas Company to 
consumers in the said city; that the said Lone Star Gas Company operates a 
natural gas transmission pipe line system serving 280 odd communities with 
natural gas in smaller quantities than it sells at the Dallas gate, but at the 
same gate rate charged at Dallas, namely, 40 cents per million cubic feet for gas 
that is resold for domestic and commercial uses; the said city of Dallas requests 
the Commission to institute an investigation of the rates and charges of the Lone 
Star Gas Company and after said investigation to fix and determine the just 
and reasonable rates or charges for gas sold to the Dallas Gas Company by 
the said Lone Star Gas Company; 

(b) On June 27, 1941, the Commission received a communication from the 
chairman of the Railroad Commission of Texas, indicating its interest in the 
aforesaid petition of the city of Dallas, Texas, and requesting a joint hearing 
on said petition ; 

(c) On June 27, 1941, the Commission also received a communication from 
the Corporation Commission of the State of Oklahoma, stating that the said 
commission “is directly interested in any matters pertaining to the reduction 
of the Lone Star gate rate”; 

(d@) On June 28, 1941, the Commission also received a communication from 
the city of Terrell, Texas, wherein it is stated that the said city is served with 
gas by Community Natural Gas Company, a subsidiary of Lone Star Gas Com- 
pany, and desires to join with the city of Dallas, or by separate proceeding 
if necessary, in presenting its petition for a reduction of the gate rate at 
Terrell and consequent reduction in consumers rates of natural gas furnished 
in the said city; 

(e) Lone Star Gas Company is engaged in the transportation of natural gas 
in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption for domestic, commercial, industrial, 
and other uses, and may be a natural-gas company within the meaning of the 
Natural Gas Act; 

(f) It is necessary and proper, in the public interest, and to aid in the 
enfotcement of the provisions of the Natural Gas Act that an investigation 
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be instituted by the Federal Power Commission, on its own motion, (1) to 
determine whether Lone Star Gas Company is a natural-gas company within 
the meaning of the Natural Gas Act; and (2) into and concerning all rates, 
charges, or Classifications demanded, observed, charged, or collected by the 
Lone Star Gas Company in connection with any transportation or sale of 
natural gas subject to the jurisdiction of the Commission, and any rules, reg- 
ulations, practices, or contracts affecting such rates, charges, or classifications; 

The Commission, on its own motion, orders that: 

An investigation of the Lone Star Gas Company be and it is hereby instituted 
for the purpose of enabling the Commission: 

(i) To determine with respect to the said company (a) whether it is a 
natural-gas company within the meaning of the Natural Gas Act, and (b) 
whether in connection with any transportation or sale of natural gas subject 
to the jurisdiction of this Commission, any rates, charges, or classifications 
demanded, observed, charged, or collected, or any rules, regulations, practices, 
or contracts affecting such rates, charges, or classifications, are unjust, un- 
reasonable, unduly discriminatory or preferential; and 

(ii) If the Commission, after hearing has been had, shall find that the 
Lone Star Gas Company is a natural-gas company within the meaning of the 
Natural Gas Act, and that any of its rates, charges, classifications, rules, 
regulations, practices, or contracts, subject to the jurisdiction of-this Com- 
mission, are unjust, unreasonable, unduly discriminatory, or preferential, to 
determine and fix by appropriate order or orders, just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be thereafter 
observed and in force. 


Order modifying order authorizing issuance of license 
Pacific Gas and Electric Company and Sacramento Valley Utility Co. 
(Project No. 1403) 


July 8, 1941 


It appearing that: 

(a) The State of California, through its State engineer, by letter of May 138, 
1941, requested modification of the Commission’s order of March 11, 1941, 
authorizing the issuance of a major license to the above-named joint applicants 
covering Project No. 1403 at the Debris Dam on the Yuba River in California; 

(db) On June 30, 1941, in compliance with pawagraph (A) (i) of the order 
of March 11, 1941, relating to ownership, control, or operation of the project 
and the disposition of power generated by it, the applicants submitted for 
approval an agreement entered into under date of January 17, 1941, by which 
Pacific Gas and Electric Company is to acquire from F. E. Bonner (managing 
vice president of Sacramento Valley Utility Co.) control over the Sacramento 
Valley Utility Co., and said agreement having been extended to July 17, 1941; 

The Commission, having considered the record and all pertinent data, finds 
that: 

Modification of the aforesaid March 11, 1941, order as hereinafter provided 
and approval of the agreement of January 17, 1941, between Pacific Gas and 


Electric Company and F. E. Bonner is appropriate under the circumstances; 
and 
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It is ordered that: 

(A) The Commission’s order of March 11, 1941, authorizing the issuance 
of a major license for Project No. 1403 be, and it is hereby modified as follows: 

(i) Subparagraph (v) of paragraph (B) to read: 

(v) The operation of the proposed development shall be in accordance with 
and subject to that certain agreement between the Department of Finance of 
the State of California and Sacramento Valley Utility Co., executed December 
30, 1988, and accepted by the latter on December 31, 1938, designated “Release 
from Priority of Applications 5631 and 5632 to Appropriate Water from the 
Yuba River, filed by Department of Finance, pursuant to Chapter 286, Statutes 
of California 1927, as Amended, Subject to Conditions and Limitations as 
Stated” ; 

(ii) Paragraph (C) to read: 

(C) The license shall provide that, after the first twenty years of operation 
of the project, 6 percent per annum is the specified rate of return on the net 
investment in the project under license for determining surplus earnings, in 
accordance with the provisions of section 10 (d) of the Act, for the establish- 
ment and maintenance of amortization reserves to be held until the termination 
of the license, or in the discretion of the Commission, to be applied from time 
to time in reduction of the net investment in the project, and one-half of all 
surplus earnings in excess of 6 percent per annum received in any calendar 
year shall be paid into and held in such amortization reserves; provided, how- 
ever, that depreciation reserves shall be accumulated according to the 4 percent 
compound interest method so as to equal the actual legitimate original cost 
(less salvage, if any) of the project at the end of thirty years, and the annual 
depreciation shall conform to the amortization requirements under the release 
of priorities agreement with the State of California referred to in paragraph 
(B) (v) hereof; 

(B) The agreement dated January 17, 1941 (as extended to July 17, 1941), 
between Pacific Gas and Electric Company and F. E. Bonner, referred to above, 
is hereby approved; and 

(C) The foregoing authorization of license and approval of contract is with- 
out prejudice to the authority of this Commission or any other regulatory 
body with respect to rates, valuations, services, accounts, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body; and nothing in this order or the order of March 11, 1941, shall be con- 
strued as an acquiescence by this Commission in any valuation of property 
claimed or asserted: by the joint applicants. 


Finding upon petition for exemption 
Sinclair Prairie Oil Company 
(Docket No. G—197) 

July 8, 1941 


Upon consideration of the petition filed February 1, 1941, by Sinclair Prairie 
Oil Company (hereinafter referred to as petitioner) for exemption from the 
provisions of the Natural Gas Act; 

It appearing to the Commission that: 

(a) Petitioner is a Maine corporation engaged in the production of crude 
petroleum and in the production and gathering of natural gas; 
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(b) Petitioner is not engaged in the transportation of natural gas other 
than the gathering thereof; 

(c) As a part of petitioner’s operations, natural gas is produced in the States 
of Oklahoma, Kansas, and Texas and sold at or in the immediate vicinity of 
the well mouth; 

(d) There is no present affiliation direct or indirect between petitioner and 
any person to which interstate sales of natural gas are made by petitioner, 
and petitioner’s position in the operated field is not now sufliciently dominant 
to enable it to control prices or production ; 

Upon the above facts presented in the petition, the Commission, therefore, 
finds that: 

The Sinclair Prairie Oil Company is not a “natural-gas company,” and is not 
subject to the general orders, rules and regulations of this-Commission applic- 
able solely to natural-gas companies, as defined in the Natural Gas Act. 


Order granting permission under balance shect accounts instruction 6-H 
The Delmarva Power Company 
(Docket No. IT-—5673) 
July 8, 1941 


Upon application of The Delmarva Power Company (hereinafter referred 
to as applicant), filed January 31, 1941 pursuant to the provisions of balance 
sheet accounts instruction 6-E of the Commission’s Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, for permission to continue 
the amortization of unamortized debt discount and expense, associated with 
a certain issue of bonds which have been refunded, over the intended original 
life of such issue; 

It appearing to the Commission that: 

(a) Prior to April 8, 1940, Eastern Shore Public Service Company (Dela- 
ware), applicant’s parent, owned the entire issue, in the principal amount of 
$1,150,000.00, of applicant’s first mortgage 5% percent gold bonds, Series A, 
due 1949; 

(b) On April 8, 1940, applicant issued to Eastern Shore Public Service Co. 
(Delaware), $1,150,000.00 principal amount of first mortgage bonds, 4 percent 
series, due 1969, in payment of a like amount of applicant’s first mortgage 51% 
percent gold bonds, Series A, due 1949; 

(c) As of December, 1940, the new bonds were still owned by applicant’s 
parent ; 

(d) As of April 8, 1940, the date of refunding, the unamortized debt discount 
and expense, associated with the first mortgage 5% percent gold bonds, Series 
A, due 1949, remaining on applicant’s books was $51,130.76, which was in«the 
process of amortization to 1949, the maturity of the refunded bonds; 

(e) Applicant seeks permission to continue to amortize the unamortized 
debt discount and expense, as of April 8, 1940, applicable to the first mortgage 
514 percent gold bonds, Series A, due 1949, over the intended original life of 
the refunded issue; 

(f) Balance sheet accounts instruction 6-E of the Commission’s Uniform 
System of Accounts provides that unamortized debt discount, expense or pre- 
miums be charged to account 414, miscellaneous debits to surplus, when long- 
term obligations are refinanced and redeemed by another issue before the date 
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of maturity of the first issue, unless permission of the Commission be obtained 
to amortize such amounts over a period subsequent to the date of redemption ; 

The Commission having considered said application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission of electric 
energy in interstate commerce and for the sale of electric energy at wholesale 
in interstate commerce, is engaged in the business of such transmission and 
sale, and is, therefore, a public utility subject to the jurisdiction of the Com- 
mission within the meaning of the Federal Power Act; 

(2) No change in ownership of applicant’s bonds has occurred as a result 
of the refunding of applicant’s first mortgage 5%4 percent gold bonds, Series A, 
due 1949; 

(3) The refinancing of applicant’s first mortgage 5% percent gold bonds, 
Series A, due 1949, has resulted in a reduction in interest rate from the previous 


interest rate of 5% percent on the redeemed bonds to 4 percent on the new 


bonds described in paragraph (b) hereof; 

(4) There was no call premium on the refunded issue nor sales discount 
nor sales premium associated with the refunding issue; 

(5) Good and sufficient cause has been shown why permission of the Com- 


mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E; 


Therefore, the Commission orders that: 

(A) Permission is hereby granted applicant to continue to amortize the 
unamortized debt discount and expense, in the amount of $51,130.76 as of 
April 8, 1940, associated with applicant’s first mortgage 5% percent gold bonds, 
Series A, due 1949, over the intended original life of such issue: 


(B) The permission herein granted is for accounting purposes only and 


shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any; proceedings affecting 
the rates, charges, practices, rules, regulations or tariffs of applicant. 


Vacation of withdrawal under section 24 of the Federal Water Power Act 


Lands withdrawn in project No. 744, 
Sierra and San Francisco Power Co. 


July 15, 1941 

It appearing that: 

(a) Under the provisions of section 24 of the Federal Water Power Act and 
pursuant to filing of application by Sierra and San Francisco Power Company 
for license for project No. 744, the following described lands were, from Septem- 
ber 17, 1926, reserved from entry, location, or other disposal under the laws of 
the United States until otherwise directed by the Commission or by Congress: 


Mount DIABLO MERIDIAN, CALIFORNIA 

= 2, & WE: 

Sec. 27, SEYSWY, ; 

Sec. 28, NEYSEY,; 
T. 4 N., R. 18 E., Unsurveyed: 

See. 14, SWY4NWY, SWYSWY,; 

See. 15, E4YNEWY, NEYSE%, 848%; 

Sec. 21, SEYNE\; 
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Sec. 22, N%, N“YSWY; 
Sec. 23, NUNW%; 
Sec. 30, SANWY, NYUSWY,; 
T. 4N., R. 19 E., Unsurveyed: 
Sec. 9, NEY, SEYNW4,, EXSW\ SEY; 
Sec. 10, SW'YZANE\UY, Wt; 


and all portions of the following described subdivisions lying within 20 feet of the 
center line of the transmission line location as shown on map designated 
“Exhibit K, Sheet 1,” and entitled “Map of Transmission Line From Spring 
Gap To Stanislaus P. H.,” and filed in the office of the Federal Power Com- 
mission on September 17, 1926: 


T. 3 N., R. 15 E.: 

Sec. 5, lot 1; 

Sec. 6, NYSE; 
T.4N., R. 15 E.: 

Sec. 25, NESE, S%8%; 

Sec. 26, S%S%; 

See. 27, NW4SE\Y, NEYSWY, 8S%S%; 

Sec. 28, 8S%SE%; 

Sec. 82, SEY%SEY; 

Sec. 33, W14NE\Y, SEYNW%, NEYSWK, S%SWYK; 
T. 4N., R. 16 E.: 

Sec. 20, SKYSW%, SWY%SEX ; 

Sec. 21, SEYSW\%, S“SEX; 

Sec. 22, SWY4SWY; 

Sec. 23, S%SEY4; 

Sec. 24, S%SW%, N4SEM, SWY%SEX; 

Sec. 26, N44N%; 

Sec. 27, N44N%4; 

Sec. 28, NUNWY%, NWYNEX; 

Sec. 29, NYNEY, NWYNWK; 

Sec. 30, lots 2, 3, NYNEY, SWY%NEM, SEYNWY; 
7.43, 20 =: 

Sec. 19, lot 3, NEYSW%, N%SEX%; 

Sec. 20, N%4A8S%, SEYSEX; 

Sec. 21, NEYSW%, S%SWY; 


(b) At the Commission’s January 18, 1928, meeting, the application for li- 
cense for project No. 744 was denied because the project did not conform to the 
best comprehensive scheme for the development of the resources involved ; 

(c) By the Commission's July 25, 1932 letter to the Commissioner of the 
General Land Office, the lands withdrawn in T. 4 N., Rs. 18 and 19 E. were 
described in the terms of the plat of survey as follows: 


T. 4N., R. 18 E.: 
Sec. 10, SEYSEY ; 
Sec. 183, WYNWY; 
Sec. 14, NEYNE\%, SIYANEY, W%; NYSE; 
See. 15, NEYNEY, 8%; 
Sec. 22, N'4NEY, SWYNEY, NW; 
Sec. 30, lots 4 and 5; 
T.4N., R. 19 E.: 
Sec. 9, NEY, SEYZNW%, EXYSWK, NYSE, SWY4SWK; 
Sec. 10, W4NBY, NW%, NYSWH, NWY%SEX; 
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(d) On July 1, 1935, the Sierra and San Francisco Power Co. filed applica- 
tion for license for constructed project No. 1318, which embraced the lands re- 
served pursuant to the filing of application for license for project No. 744 and 
certain additional lands; 

(e) By Commission letter dated April 28, 1941, the Commissioner of the 
General Land Office was notified of the reservation of all of the lands lying 
within the boundaries of project No. 1318; 

The Commission, having considered the project record and all pertinent 
data finds that: 

The power withdrawal pertaining to the above described lands under section 
24 of the Federal Water Power Act, pursuant to the filing of application for 
license for project No. 744, is no longer necessary or desirable; and 

It is ordered that: 

The power withdrawal of the lands described in paragraphs (a@) and (c) 
above, under the provisions of section 24 of the Federal Water Power Act, 
pursuant to filing of application for license for project No. 744, be and it is 
hereby vacated. 


Order to show cause and instituting investigation 


Compania Internacional Difusora de Reynosa, S. A., Central Power and Light 
Company, and Carr P. Collins and James Mitchell Collins (doing business 
under the style of Collins & Collins) 


(Docket No. IT-5720) 


July 25, 1941 


It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, authorized Compania Internacional 
Difusora de Reynosa, S. A., (Docket No. IT-5025) to transmit electric energy 
from the United States to Mexico, subject to the further order of the 
Commission ; 

(b) Central Power and Light Company of Corpus Christi, Texas, by appli- 
cation dated February 18, 1936, joined in the application of Compania Inter- 
nacional Difusora de Reynosa, S. A., for authority pursuant to section 202 (e) 
of the Federal Power Act; 

(c) Compania Internacional Difusora de Reynosa, 8S. A., experienced a change 
in ownership in March 1939, Mr. Carr P. Collins of Dallas, Texas, purchasing 
the entire interest of the former owner ; 

(d@) James Mitchell Collins, of Collins & Collins, an organization with offices 
in Reynosa, Mexico, Dallas, Texas, and Chicago, Illinois, of which the afore- 
said Carr P. Collins appears to be a member, has represented to the Commission 
that Compania Internacional Difusora de Reynosa, S. A., has purchased all of 
its electric energy from a local company in Reynosa, Coahuila, Mexico, since the 
change in ownership occurred, and has not since that time transmitted electric 
energy nor does it now transmit electric energy from the United States to 
Mexico; 

(e) Central Power and Light Company has reported to the Commission that 
it has an existing and presently effective contract with Compania Internacional 
Difusora de Reynosa, S. A., and that in 1939 it sold to this customer 1,096,300 
kilowatt-hours of electric energy and 1,669,700 kilowatt-hours of electric energy 
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in 1940, and that it is at the present time delivering energy to a metering point 
at Hidalgo, Texas, under the existing contract; 

(f) Central Power and Light Company has reported to the Commission that, 
since November 1938, the bills for the energy sold by it under the contract with 
Compania Internacional Difusora de Reynosa, S. A., have been paid by Com- 
pania Servicios Publicos Fomentos de Reynosa, S. A.; 

The Commission upon consideration of the premises and the reports and 
correspondence relating to this matter finds that: 

(1) There is a presently existing transmission of electric energy across the 
international boundary of the United States from a point near Hidalgo, Texas, 
to a point in or near Reynosa, Coahuila, Mexico; 

(2) Central Power and Light Company is now furnishing-electric energy for 
transmission across the international boundary of the United States and is 
delivering such electric energy to a metering point near Hidalgo, Texas; 

(3) It is necessary and proper, in the public interest, and to aid in the en- 
forcement of the provisions of the Federal Power Act that an investigation be ° 
instituted by the Federal Power Commission, on its own motion, into and con- 
cerning all past and present transactions relating to the transmission of electric 
energy from the United States to Mexico, among Compania Internacional 
Difusora de Reynosa, 8. A., Central Power and Light Company, and Carr P. 
Collins and James Mitchell Collins (doing business under the style of Collins 
& Collins), and between each other, and that each of the aforesaid parties be 
required to disclose, under oath, a complete statement of the relation of each 
to the aforesaid transmission, and all matters within the knowledge of each 
relating to the aforesaid transmission, and to answer promptly and completely 
under oath all interrogatories directed to them by the Federal Power 
Commission ; 

(4) In order to make the provisions of section 202 (e) of the Act effective 
in the public interest, it is necessary that authorizations by the Commission 
to transmit electric energy to a foreign country be granted to and held by 
responsible persons or corporations engaged in such transmission, and persons 
or corporations which are able at any time to renew the representations re- 
quired of original applicants for such authorization by section 32.30 et seq. 
of the Rules of Practice and Regulations of the Commission: 

Compania Internacional Difusora de Reynosa, 8S. A., is no longer a corpora- 
tion qualified to engage in the transmission of electric energy from the United 
States to Mexico as contemplated by section 202 (e) of the Act and is not able 
at this time to renew the representations required of an original applicant for 
authorization by the Commission to transmit such electric energy ; 

(5) In order to make the provisions of section 202 (e) of the Act effective 
in the public interest, it is necessary that the owner of a source of supply of 
electric energy who has entered into a contract for the sale of electric energy 
to be transmitted to a foreign country and who has joined in the application for 
authorization under section 202 (e) of the Act, be deemed a joint party to 
any authorization granted to such transmitter : 

Under section 202 (e) of the Act, Central Power and Light Company was a 
necessary party to the application by Compania Internacional Difusora de 
Reynosa, S. A., to transmit electric energy from the United States to Mexico 
and by its application for joinder dated February 18, 1936, became a joint 
and necessary party to the resultant authorization granted by the Commission 
to Compania Internacional Difusora de Reynosa, S. A., on February 25, 1936; 

Wherefore, the Commission upon its own motion orders that: 

(A) Compania Internacional Difusora de Reynosa, S. A., Central Power and 
Light Company, Carr P. Collins and James Mitchell Collins (doing business 
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under the style of Collins & Collins) are hereby joined as respondents in an 
investigation which is hereby instituted for the purpose of enabling the Com- 
mission (1) to determine the true status of each of the parties and the relation 
of each to each other and of each of the aforesaid parties to the above-described 
transmission of electric energy to Mexico from the United States; (2) to de- 
termine whether the aforesaid transmission impairs the sufficiency of electric 
supply within the United States, or impedes or tends to impede the coordina- 
tion in the public interest of facilities subject to the jurisdiction of the Com- 
mission; and (3) whether further orders respecting the authorization granted 
to Compania Internacional Difusora de Reynosa, S. A., and Central Power and 
Light Company by order dated February 25, 1936, are necessary in the public 
interest ; 

(B) The aforesaid Compania Internacional Difusora de Reynosa, S. A., shall 
show cause, if any there be, in writing, under oath, filed with this Commission 
on or before August 15, 1941, why 

Authorization granted to it by the Commission under section 202 (e) of the 
Federal Power Act by order dated February 25, 1936, to transmit electric 
energy to Mexico and held jointly by it and Central Power and Light Company, 
should not be rescinded ; 

(C) The aforesaid Central Power and Light Company of Corpus Christi, 
Texas, shall show cause, if any there be, in writing, under oath, filed with this 
Commission on or before August 15, 1941, why 

(i) Authorization granted to Compania Internacional Difusora de Reynosa, 
S. A., under section 202 (e) of the Federal Power Act by order dated February 
25, 1936, to transmit electric energy to Mexico and held jointly by it and 
Compania Internacional Difusora de Reynosa, 8S. A., should not be rescinded, 
and 

(ii) It should not forthwith be required to cease and desist from the sale 
or delivery of electric energy at Hidalgo, Texas, for transmission across the 
international boundary to Mexico under the existing contract with Compania 
Internacional Difusora de Reynosa, S. A. 


Order approving installation of additional generating unit 
City of Kaukauna, Wis. 
(Project No. 1510) 
July 30, 1941 


Upon application filed May 27, 1941, by City of Kaukauna, Wisconsin, 
licensee for project No. 1510, to provide for the installation of a proposed 
edditional generating unit in its project ; and 

It appearing that: 

There is at present one 2,400-kilowatt generating unit installed in the project; 
Article 7 of the license contemplates the installation of additional units; and 
the application covers the installation of an additional 2,400-kilowatt generating 
unit and appurtenant equipment, and the enlargement of the power house; 

The Commission, having considered the application and the project record 
finds that: 

(1) Installation of the proposed additional generating unit is desirable in 
the public interest to supply the needs of the market served by the licensee; 
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(2) Exhibit M 1, sheet 1, a general description of the proposed unit, filed as part 
of the application, conforms to the Commission’s rules and regulations ; 

It is ordered that: 

(A) Approval be and it is hereby given for the installation of the proposed 
additional generating unit and appurtenant equipment, and the enlargement of 
the power house: provided that the licensee (1) complete the work within 
two years from the date of receipt of this order; and (2) file revised and 
additional exhibits, in accordance with the Rules of Practice and Regulations 
of the Commission ; 

(B) The exhibit specified in finding (2) above be and it is hereby approved 
as part of the license. 


Order denying petition for reconsideration of the Commission’s findings 
Copper District Power Co. 
(Docket No. DI-145) 
August 6, 1941 


Upon consideration of a petition filed by declarant, Copper District Power 
Company, on July 31, 1939, petitioning for reconsideration of the findings of 
the Commission made on June 27, 1939, and served upon the declarant on July 
8, 1939, and praying that upon reconsideration of the record the Commission 
modify its findings so as to eliminate that portion which finds that the dam 
affects interstate or foreign commerce; 

It appearing that: 

The record amply sustains such findings, and the petition raises no contentions 
which were not advanced by the declarant and considered by the Commission 
in connection with the findings of June 27, 1939; 

The Commission orders that: 

Said petition for reconsideration be and it hereby is denied. 


Order modifying order requiring filing of revised rates and charges 
Chicago District Electric Generating Corporation 
(Docket No. IT—5500) 
August 6, 1941 


Upon application filed with the Commission on August 2, 1941, by Chicago 
District Electric Generating Corporation, praying that the operation of the 
Commission’s order dated July 16, 1941, in the above-entitled matter, be stayed 
and suspended pending the filing by the respondent, and disposition by the 
Commission, of a petition for rehearing and reargument to be filed herein; 

The Commission orders that: 

(A) The time fixed by the Commission’s order of July 16, 1941, herein for 
respondent to revise its rates and charges as set forth in Rate Schedule FPC 
No. 6, and file with the Commission the revised schedule required by said order 
of the Commission, be and the same hereby is extended to September 16, 1941, 
provided, however, that the extension herein granted shall not be deemed an 
acquiescence in or a recognition of the validity of the various reasons for 
rehearing or stay recited in respondent’s motion; 
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(B) As proffered in its motion for stay, the respondent shall only collect 
on its monthly invoices to Commonwealth Edison Company an amount not 
exceeding the charges that would be due under the Commission’s order of 
July 16, 1941; ? 

(C) The Commission’s order of July 16, 1941, and opinion herein, shall, in 
all other respects, remain and continue in full force and effect. 


Order rescinding authorization under section 202 (e) of the Federal Power Act 
Central West Public Service Co. of North Dakota 
(Docket No. IT-5016) 


August 6, 1941 

It appearing that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission, 
by order adopted February 21, 1936, authorized Central West Public Service 
Company of North Dakota, a Delaware corporation, to transmit electric energy 
to Canada (to be sold at wholesale, for resale to domestic consumers in the 
town of Waskada, Province of Manitoba) subject to the further order of the 
Commission ; 

(6) Arthur B. Darling and E. Ennalls Berl, trustees of the company, notified 
the Commission by letter dated January 12, 1938, that service across the inter- 
national boundary was terminated on January 8, 1938, and that the company 
would no longer transmit electric energy to Canada; 

(c) Central West Public Service Company has disposed of the distribution 
system of Waskada, Manitoba, and the village now supplies itself with electric 
energy by means of its own generating plant, and electric energy is no longer 
being transmitted from the United States to Canada by virtue of the above- 
described authorization ; 

The Commission finds that: 

It is appropriate in the public interest to rescind such authorization ; 

It is ordered that: 

The aforesaid authorization granted to Central West Public Service Com- 
pany of North Dakota be and it is hereby rescinded. 


Order authorizing the invocation of the aid of the United States District Court 
pursuant to section 14 (d) of the Natural Gas Act 


The Peoples Natural Gas Company 
(Docket No. G—159) 
August 9, 1941 


It appearing to the Commission that: 

(a) By order dated March 12, 1940, the Commission instituted an investiga- 
tion of The Peoples Natural Gas Company (hereinafter sometimes referred to 
as Peoples) for the purpose of enabling the Commission: 

(i) To determine with respect to The Peoples Natural Gas Company whether 
(a) it is a natural-gas company within the meaning of the Natural Gas Act 
and whether (b) in connection with any transportation or sale of natural gas 
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subject to the jurisdiction of this Commission, any rates, charges, or classifica- 
tions demanded, observed, charged or collected or any rules, regulations, prac- 
tices or contracts affecting such rates, charges, or classifications are unjust, 
unreasonable, unduly discriminatory or preferential; and 

(ii) If the Commission, after hearing has been had, shall find that The 
Peoples Natural Gas Company is a natural-gas company Within the meaning of 
the Natural Gas Act and that any of the rates, charges, classifictions, rules, 
regulations, practices, or contracts subject to the jurisdiction of this Commis- 
sion are unjust, unreasonable, unduly discriminatory or preferential, to deter- 
mine and fix by appropriate order or orders just and reasonable rates, charges, 
classifications, rules, regulations, practices or contracts to be thereafter observed 
and in force; 

(b) Pursuant to said order, and to carry on the investigation instituted 
thereby, representatives of the Commission have attempted from time to time 
to gain access to The Peoples Natural Gas Company’s books of account in the 
offices of the company at Pittsburgh, Pennsylvania, but the company has re- 
peatedly refused to grant such access or examination, except the company has 
granted representatives of the Commission access to certain of the books and 
records which respondent claims bear upon the question of Commission 
jurisdiction ; 

(c) At a public hearing in this matter held beginning January 21, 1941, 
Peoples refused to produce its books of account although directed so to do by 
the Commission’s order of December 21, 1940; at said hearing members of the 
Commission’s staff and a witness for the company presented testimony and evi- 
dence respecting the operations of The Peoples Natural Gas Company bearing 
upon the status of that company as a naturai-gas company as defined in the 
Natural Gas Act; 

(d) The testimony and evidence adduced at said hearing shows, among other 
things, that Peoples sells natural gas at its Pew compressor station in Clarion 
County, Pennsylvania, to New York State Natural Gas Corporation, an affiliated 
company, and that the latter immediately transports said natural gas into the 
State of New York where it sells the same to others for resale for ultimate 
public consumption; the sale of natural gas by Peoples to New York State 
Natural Gas Corporation is a continuous process and appears to be a Sale in 
interstate commerce of natural gas for resale for ultimate public consumption ; 

(e) By its order dated July 2, 1941, the Commission directed a resumption 
of the public hearing in this matter on August 4, 1941, and authorized the issu- 
ance of a subpoena duces tecum to Edward M. Borger, president, The Peoples 
Natural Gas Company, directing the said Edward M. Borger to appear and 
testify and produce before the Commission’s duly designated trial examiner 
The Peoples National Gas Company’s general ledger and all subsidiary ledgers 
thereof and thereto kept by the company including without limitation the com- 
pany’s plant ledgers, accounts receivable ledgers, accounts payable ledgers, 
expense ledgers, revenue ledgers, lease ledgers, materials and supplies ledgers, 
work or job order ledgers; 

(f) Said subpoena duces tecum was duly issued by a member of this Com- 
mission on July 3, 1941, and service thereof was had on said Edward M. Borger 
on July 7, 1941, in the offices of The Peoples Natural Gas Company, 545 William 
Penn Way, Pittsburgh, Pennsylvania ; 

(g) At the public hearing held August 4, 1941, said Edward M. Borger ap- 
peared and was duly sworn as a witness for the Commission by Samuel H. 
Crosby, the Commission’s duly designated trial examiner, and testified that he 
had failed to produce the books called for by the Commission’s subpoena duces 
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tecum heretofore issued and served upon him, as more fully appears from the 
following testimony at pages 472 and 477 of the transcript of the record in this 
proceeding : 

P. 472— - 

“Q. That subpoena, Mr. Borger, directed you to—among other things—to 
bring with you at this hearing held on August 4, 1941, the following accounts, 
books, records, papers or memoranda of The Peoples Natural Gas Company: 

“First, the company’s general ledger. Have you brought with you the 
company’s general ledger? 

“A. I have not. 

“Q. The subpoena then directed you to bring all subsidiary ledgers of the 
general ledger with you. Have you brought any or all of the subsidiary 
ledgers with you? : 

“A. I have brought none of them.” 

* * « 


P. 477— 

“Q. Mr. Borger, may I ask you if, at this time, the company is willing and 
will grant access in its oftices in Pittsburgh to representatives of the Commis- 
sion, to their books of account? 

“A. I think the answer is obvious, Mr. Wolf. It is still the same as it has 
been for the same reason. 

“Q. The same ‘no.’ It will not grant the access? 

“A. An additional no. 

“Q. Now, the situation then is that the company refuses to grant access 
to the books of account in Pittsburgh and refuses to produce the books sub- 
poenaed under the subpoena that was served on you and on the company 
July 7, is that correct? 

“A. Yes; for the reasons stated by Mr. Sayers.” 

(h) The books and records referred to in paragraph (e) above and specified 
by the subpoena duces tecum issued to and served on Edward M. Borger are 
relevant and material to the conduct and purposes of the investigation of The 
Peoples Natural Gas Company referred to in paragraph (@) above, aS more 
fully appears from the following testimony of S. J. Ratcliffe, Treasurer of The 
Peoples Natural Gas Company at pages 504 and 505 of the transcript of the 
record in this proceeding: 

“Q. With respect to the cost of the pipe line, P-4360, to which you referred 
earlier this morning, I think you stated that that cost could be determined by 
reference, for example, to the line ledger as one book, is that correct? 

“A. If you are referring to the line north from Pew station, the answer 


is yes. 


“Q. Yes; that is the line I am referring to. Now, had that ledger or book 
been produced here, we could then determine what that cost was by an examina- 
tion of the book at this time, could we not? 

“A. You could. 


“Q. By the same token, if an accountant or other representative of the staff 
of the Federal Power Commission had had access to that book in the offices of 
the company in Pittsburgh, that individual, in turn, could likewise have deter- 
mined the cost of that particular pipe line, is that correct? 

“A. It is. 

“Q. By the same token, with respect to all the other questions that I have 
asked you this morning relative to costs of various items of property of Peo- 
ples Natural Gas Company, if the books had been produced here in response 
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to the subpoena we could have, by an examination of those books or by in- 
terrogation, have determined those costs, is that correct? 

“A. That is correct. 

“Q. And also, by the same token, respecting the same costs and same items 
of property which we have discussed up to now this morning, had répresenta- 
tives of the Commission had access to the books in the offices of the company 
at Pittsburgh, we could have or they could have determined those costs at that 
time in the offices of the company, is that correct? 

“A. That is correct. 

“Q. And I presume the situation remains identically the same with respect 
to the various items of operating expenses which we discussed this morning? 

“A. That is correct. : 

“Q. So, too, with the revenues of the company, had the books been made avail- 
able in Pittsburgh in your offices or had the books been produced here in response 
to the subpoena, we would have been able to determine, by inspection and 
examination, what the revenues of the company have been and are, is that 
correct? 

“A, That is correct.” 

The Commission finds that: 

The Peoples Natural Gas Company's general ledger and all subsidiary 
ledgers thereof and thereto kept by the company including without limitation 
the company’s plant ledgers, accounts receivable ledgers, accounts payable 
ledgers, éxpense ledgers, revenue ledgers, lease ledgers, materials and supplies 
ledgers, work or job order ledgers are relevant and material to said proceed- 
ings, are within the purview of the finding qontained in the Commission’s order 
of July 2, 1941, and production thereof and access thereto is essential to enable 
the Commission to proceed with the conduct of its investigation referred to 
in paragraph (a) above; 

Wherefore, the Commission orders that: 

The aid of the District Court of the United States for the District of Co- 
lumbia, or other proper court of the United States, be invoked, pursuant to sec- 
tion 14 (d) of the Natural Gas Act, to require the said Edward M. Borger, Presi- 
dent, The Peoples Natural Gas Company, to appear and produce before the 
Federal Power Commission, or an officer or trial examiner of the Commission 
duly designated by it, those books and records of The Peoples Natural Gas 
Company referred to in the finding clause above and specified in the subpoena 
duces tecum heretofore issued to and served upon said Edward M. Borger. 


Order dismissing application for want of jurisdiction 
Portland General Electric Company 
(Docket No. IT-5700) 
August 9, 1941 


Upon the application filed June 18, 1941, by the Portland General Electric 
Company (hereinafter referred to as the applicant) for an order pursuant to 
section 203 of the Federal Power Act authorizing it to purchase the electric 
facilities of the Butte Light & Power Company ; 

The Commission, having considered the said application and the information 
contained therein, finds that: 
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The electric facilities proposed to be purchased consist solely of local dis- 
tribution facilities, the sale of which is not subject to the jurisdiction of the 
Commission within the meaning of sé¢tion 203 of the Federal Power Act; and 

The Commission orders that: 

The said application of the Portland General Electric Company be and it 
hereby is dismissed. 


Order requiring interconnection of facilities 
Gulf Power Co., Florida Power Corporation and Alabama Power Company 
(Docket No. IT-5727) 
August 19, 1941 


The Federal Power Commission having determined on June 27, 1941, that an 
emergency, under section 202 (ec) of the Federal Power Act, exists in the south- 
eastern area of the United States by reason of a sudden increase in the demand 
for electric energy coupled with a shortage thereof, a shortage of facilities 
for the generation and transmission of electric energy, a shortage of water for 
generating facilities, and other causes, which determination is by reference 
made a part hereof; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such shortages in the area by interconnections of electric 
facilities and the coordinated operation thereof; 

The Commission finds that: 

In order to meet the emergency and serve the public interest, an emergency 
connection of facilities is necessary between the Alabama Power Company sub- 
station at Pinckard, Alabama, and the Florida Power Corporation substation 
at Quincy, Florida, via the Gulf Power Company substation at Graceville, 
Florida, and facilities to be constructed by the Gulf Power Company at 
Marianna, Florida. 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal Power 
Act, the Commission orders: 

(A) The Florida Power Corporation and the Gulf Power Company to con- 
struct, and during the period of the emergeney maintain and operate a 110,000 
volt circuit connecting their respective substations at Quincy, Florida, and 
Graceville, Florida; the Florida Power Corporation to construct the portion 
of the circuit and install the necessary transformer, switching and other 
equipment for the proper operation of the circuit, from its Quincy substation to 
the facilities to be constructed by the Gulf Power Company at Marianna, 
Florida, and the Gulf Power Company to construct the portion of the circuit 
and install the necessary transformer, switching and other equipment for the 
proper operation of the circuit, from its facilities to be constructed at Marianna, 
Florida, to its substation at Graceville, Florida; 

(B) The Gulf Power Company and the Alabama Power Company to recon- 
struct one of their existing 44,000 volt circuits between their respective sub- 
stations located at Graceville, Florida, and Pinckard, Alabama, to permit oper- 
ation of the said circuit at 110,000 volts, and install the necessary transformer, 
switching and other equipment for the proper operation of the said circuit at 
the increased voltage ; 

(C) The Alabama Power Company, the Florida Power Corporation and the 
Gulf Power Company to provide for such generation, delivery, interchange, and 
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transmission of electric energy as will best meet the emergency and serve 
the public interest ; 

(D) The acts herein required to be done pursuant to this order shall be 
initiated immediately and shall be carried forward without delay, and in no 
event shall compliance herewith be delayed pending determination of the terms 
or conditions of any agreement between the companies affected. In the event 
that the parties affected by this order fail to agree upon the terms or conditions 
of any arrangement which may be necessary or apprepriate to the execution of 
this order, the Commission will, by supplemental order, prescribe such terms 
and conditions as it finds to be just and reasonable, including the compensation 
or reimbursement which shall be paid to or by any such party ; 

(E) The parties affected by this order shall inform the Commission on the 
5th and 20th of each month of all arrangements made or entered into for the 
effectuation of the purposes hereof. 


Order authorizing and approving merger of facilities and authorizing issuance 
of securities 


Otter Tail Power Company and Union Public Service Company 
(Docket No. IT-5719) 
August 19, 1941 


The Otter Tail Power Company (hereinafter referred to as Otter Tail) whose 
principal place of business is 125 South Mill Street, Fergus Falls, Minnesota, 
and the Union Public Service Company (hereinafter referred to as Union) 
whose principal place of business is 1415 Pioneer Building, St. Paul, Minnesota, 
(Otter Tail and Union being hereinafter sometimes referred to as applicants) 
by joint application filed July 24, 1941, applied for an order pursuant to section 
203 of the Federal Power Act authorizing and approving the merger or con- 
solidation of their facilities by means of a statutory merger, and an order 
pursuant to section 204 of the Federal Power Act authorizing the corporation 
surviving the merger, which will be Otter Tail, to issue $4,200,000 of 30-year first 
mortgage bonds carrying interest at the rate of 3 percent to become due in 
1971 (hereinafter referred to as the 3 percent series bonds) for the purpose 
of redeeming $3,000,000 of outstanding first mortgage 4 percent bonds of Otter 
Tail due 1961, and $1,200,000. of the $1,227,000 of outstanding first mortgage 
4 percent bonds of Union due 1961. 

Subsequently, on August 9, 1941, the applicants filed an amendment to the said 
joint application applying for authority on the part of the corporation surviving 
the merger to issue a further $1,200,000 of 3 percent series bonds to redeem 
an equal amount of outstanding first mortgage 3% percent bonds of Otter 
Tail due 1969. 

Applicants have waived opportunity for hearing and have requested that the 
matter be disposed of on the application as amended and exhibits, which are 
verified. 

From the sworn application as amended and other matters of record, it 
appears that: 

(a) Written notice of the application as amended has been duly given to the 
Railroad and Warehouse Commission of Minnesota, the Public Service Commis- 
sion of North Dakota, the Public Utilities Commission of South Dakota, and 
the Governor of each of those states. Notice of the application was also pub- 
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lished in the Federal Register on July 29, 1941, and of the amendment on 
August 14, 1941, in which it was stated that any person desiring to be heard 
or to make any protest in reference-to the application as amended should file 
a petition or protest on or before August 11, 1941, or August 18, 1941, respec- 
tively. No protest, petition or request to be heard in opposition to the granting 
of the application as amended has been received. 

(b) The Board of Directors of both Otter Tail and Union have executed an 
agreement of merger dated July 9, 1941, under the statutes of the State of 
Minnesota whereby the joint applicants will merge under the Minnesota statute 
into Otter Tail as the surviving corporation. 

(ec) Otter Tail has presently outstanding 30,905 shares of $4.50 dividend 
preferred shares without par value; 17,512 shares of special common shares 
without par value; and 6,400 shares of founders common shares without par 
value. Its funded debt consists of $3,000,000 of first mortgage bonds 4 percent 
series of 1961, and $1,200,000 of first mortgage bonds 344 percent series of 1969. 
The holders of special common shares have voting rights only under limited cir- 
cumstances and for specified purposes. 

(d@) Union has presently outstanding 3207 shares of Series A and Series B 
$7 preferred stock of $100 par value; 2987 shares of Series C and Series D 
$6 preferred stock without par value; and 2424 shares of common stock having 
a par value of $100 per share. Its funded debt consists of $1,227,000 of first 
mortgage bonds 4 percent Series A of 1961. 

(e) The said agreement of merger provides that the presently outstanding 
Otter Tai! $4.50 dividend preferred shares shall not be disturbed or changed 
in any manner; that five common shares of the surviving corporation having 
one vote and a par value of $10 each will be issued in exchange for each 


founders common share and each special common share of Otter Tail, 
both without par value; that one $4.50 dividend preferred share of the sur- 
viving corporation will be isued in exchange for each share of each class of 
preferred stock of Union; and that 344 common shares of the surviving cor- 
poration having one vote and a par value of $10 each, will be issued for each 
share of common stock of Union. 


(f) The proposed bonds will be issued under and secured by a second supple- 
mental indenture of mortgage from Otter Tail to the First Trust Company of 
St. Paul and Louis S. Headley, as trustees. The indenture of mortgage and 
the first supplement thereto are to be amended to conform to the Trust 
Indenture Act of 1939. 

(g) Otter Tail proposes to sell the said 3 percent series bonds privately 
for cash to several insurance companies pursuant to agreements of purchase 
dated August 6, 1941. The said bonds are to be sold at 100 percent of the 
principal amount thereof plus accrued interest. Applicants estimate the ex- 
penses incident to the issuance of the proposed bonds at $30,750. 

(h) Otter Tail proposes to issue $3,000,000 of said 3 percent series bonds 
and to use the proceeds thereof with other funds to redeem on October 1, 1941, 
its outstanding first mortgage 4 percent bonds due 1961. The proposal to issue 
these bonds is not contingent upon consummation of the proposed merger. 

(i) Subject to the aforesaid agreement of merger becoming effective, Otter 
Tail further proposes to issue $1,200,000 of said 3 percent series bonds and to 
use the proceeds thereof with other funds to redeem on December 1, 1941, the 
outstanding $1,227,000 of Union’s first mortgage 4 percent bonds due 1961. 

(j) Otter Tail further proposes to issue $1,200,000 of said 3 percent series 
bonds and to use the proceeds thereof with other funds of the company to 
redeem on March 1, 1942, its outstanding 3% percent first mortgage bonds 
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due in 1969. The proposal to issue these bonds is not contingent upon consum- 
mation of the proposed merger. 

(k) No underwriters’ or finders’ fees are to be paid in connection with the 
proposed security transactions. 

(1) The applicants propose, forthwith upon the issuance of the said 3 
percent series bonds refunding the present outstanding three issues of bonds, 
to charge against earned surplus the entire unamortized debt discount and 
expense and call premium pertaining to said bonds to be refunded. 

(m) Public Service Commission of the State of North Dakota'by order dated 
August 15, 1941, approved the said agreement of merger dated July 9, 1941, and 
authorized Otter Tail to issue $5,400,000 of 3 percent series bonds. 

Upon consideration of the application, as amended, the record thereon, and 
the original cost studies, the power system statements (FPC Form No. 64) and 
the annual reports (FPC Form No. 1) filed by the applicants, the Commission 
finds as follows: 

(1) Otter Tail is a corporation organized and existing under the laws 
of the State of Minnesota and is engaged principally in the business of 
generating, transmitting, distributing and selling electric energy within the 
States of Minnesota and North Dakota and transmitting to, and distributing 
and selling electric energy within the State of South Dakota. 

(2) Union is a corporation organized and existing under the laws of the 
State of Minnesota and is engaged in the business of generating, transmitting, 
distributing and selling electric energy within the States of Minnesota and 
South Dakota. 

(3) Otter Tail owns ané@ operates facilities, among others, for the transmis- 
sion and for the sale at wholesale of electric energy which is transmitted 
between and among the States of Minnesota, North Dakota, and South Dakota, 
and consumed by persons other than the transmitter at points outside the 
respective states from which it is transmitted. Otter Tail is, therefore, a public 
utility within the meaning of that term as used in sections 203 and 204 of the 
Federal Power Act. 

(4) Union owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted between the 
States of Minnesota and South Dakota, and consumed by persons other than 
the transmitter thereof at. points outside the respective states from which 
it is transmitted. Union is, therefore, a public utility within the meaning of 
that term as used in section 203 of the Federal Power Act. 

(5) By the proposed statutory merger, Otter Tail and Union, respectively, 
will merge or consolidate facilities owned and operated by them, subject to 
the jurisdiction of the Commission under the Federal Power Act, with the 
facilities of the other. Such proposed merger or consolidation is, therefore, 
subject to the provisions of sectién 203 of the Federal Power Act. 

(6) Upon consummation of the proposed merger or consolidation, it is pro- 
posed that the properties of Otter Tail and Union will be physically inter- 
connected by facilities extending from Dawson, Minnesota, to Camby, Minne- 
sota, and from Ortonville, Minnesota, to Milbank, South Dakota. 

(7) Union’s reclassification and original cost studies filed with the Commission 
on January 12, 1940, pursuant to the requirements of electric plant accounts 
instruction 2—-D of the Commission’s Uniform System of Accounts, shows the 
amount of $16,428.42 and $42,110.18 established in Account 100.5, electric 
plant acquisition adjustments, and in Account 107, electric plant adjustments, 
respectively. 
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(8) As an incident to the contemplated merger, it is proposed to increase 
the capital represented by Union’s preferred shares Series C and D, to $100 
per share, which is their involuntary liquidation value. Such increase will 
require a credit for said Class C shares of $22,605.25 and for said Class D 
shares of $55. 

(9) The consummation of the proposed merger or consolidation, as herein- 
after authorized and approved, will tend to promote the maintenance of ade- 
quate service and will advance the integration and coordination in the public 
interest. of facilities subject to the jurisdiction of the Commission under the 
Federal Power Act. 

(10) The consummation of the proposed merger or consolidation, as herein- 
after authorized and approved, will be consistent with the public interest. 

(11) The proposed issuance of common shares, $4.50 dividend preferred 
shares and 8 percent series bonds will constitute the issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(12) Neither the State of Minnesota nor South Dakota has any law under 
which the proposed issuance of securities by Otter Tail is regulated by a state 
commission. Otter Tail is, therefore, not organized and operating in a state 
under the laws of which its security issues are regulated by a state commission 
within the meaning of section 204 (f) of the Federal Power Act and the 
proposed security issues are, therefore, not exempted by that section from 
the provisions of section 204 (a) and 204 (b) of that Act. 

(13) Otter Tail is not shown to be subject to the requirements of the Public 
Utility Holding Company Act of 1935 or of a rule, regulation or order there- 
under, in respect of the proposed issuance of securities and such issuance is, 
therefore, not exempted by section 318 of the Federal Power Act from the 
provisions of sections 204 (a) and 204 (b) of that Act. 

(14) The issuance of securities as proposed will not result in the capitaliza- 
tion of the right to be a corporation or of any franchise, permit, or contract 
for consolidation, merger, or lease in excess of the amount (exclusive of any 
tax or annual charge) actually paid as the consideration for such right, 
franchise, permit, or contract. 

(15) The proposed issuance of securities, as hereinafter authorized, is for 
a lawful object within the corporate purposes of Otter Tail and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance by Otter Tail of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably necessary 
and appropriate for such purposes. 

Upon the foregoing findings, the Commission orders: 

(A) The merger or consolidation of facilities as proposed in the aforesaid 
application as amended, subject to the terms and conditions thereof, be and 
the same hereby is authorized and approved insofar as such merger or con- 
solidation involves facilities subject to the jurisdiction of this Commission; 
provided that the amounts finally determined acceptably to the Commission 
as properly includible in Account 100.5, electric plant acquisition adjustments, 
and in Account 107, electric plant adjustments, be charged to Account 271, 
earned surplus, and Account 270, capital surplus, respectively, and provided 
further that the increase in the stated value of Series C and D preferred stock 
of Union be charged to Account 271, earned surplus. 

(B) The issuance of common shares and $4.50 preferred dividend shares as 
provided for in the aforesaid agreement of merger and the issuance of 3 per- 
cent series bonds, as proposed, be and the same hereby are authorized upon 
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the terms and conditions and for the purposes set forth in the application as 
amended; provided that the unamortized debt discount and expense and call 
premiums applicable to the bonds refunded are charged to earned surplus. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body, with respect to rates, service, 
aceounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as ap acquiescence of this 
Commission in any estimate or determination of costs, or any valuation of 
property claimed or ascertained. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to 
which this order relates. 

(E) This authorization shall expire unless acted upon within eight months 
after the entry of this order. 

(F) The applicants shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order rescinding order requiring interconnection of facilities 


Alabama Electric Cooperative, Florida Power Corporation, and Alabama 
Power Co. 


(Docket No. IT-5710) 
August 19, 1941 


It appearing to the Commission that: 

(a) By its order dated June 27, 1941, issued in this matter, the Commission 
ordered the Alabama Electric Cooperative, the Florida Power Corporation, and 
the Alabama Power Company to construct, install, interconnect, operate, and 
maintain certain facilities for the transmission of electric energy to aid in 
meeting the emergency with respect to the supply of electric energy in the 
southeastern area of the United States; 

(b) The Alabama Electric Cooperative, the Florida Power Corporation, and 
the Alabama Power Company have advised the Commission that plans have 
been devised to carry out the requirements of the Commission’s order of June 
27, 1941, which differ from the specific directions contained in said order but 
which better meet the needs and convenience of said parties ; 

(c) Said plans have been incorporated in an order adopted by the Com- 
mission this day in Docket No. IT-5727; 

The Commission finds that: 

The emergency with respect to the supply of electric energy here involved 
can be met and the public interest served by rescinding the Commission’s order 
of June 27, 1941, issued in this matter (Docket No. IT-5710) and by the con- 
struction, installation, interconnection, operation and maintenance of the facili- 
ties for the transmission of electric energy specified ‘and required by the order 
adopted this day in docket No. IT-5727. 

The Commission orders that: 

The order dated June 27, 1941, heretofore issued in this matter, be and 
the same is hereby rescinded. 
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Order authorizing issuance of unsecured purchase-money notes 
-Montana-Dakota Utilities Co. 


(Docket No. IT-5721) 


August 25,.1941 


Montana-Dakota Utilities Co. (hereinafter referred to as the applicant), 
whose principal place of busines is at 831 Second Avenue South, Minneapolis, 
Minnesota, on July 29, 1941, applied for an order pursuant to section 204 of 
the Federal Power Act authorizing it to issue $350,000 in principal amount of 
unsecured purchase money notes. The notes are proposed to be dated as of 
their respective dates of issue, which will be simultaneous with the dates of 
acquisition by the applicant of title to the properties for which they are to be 
issued, which dates will be not later than December 31, 1941. The notes will 
be payable in three equal installments on or before April 1, 1943, January 1, 
1944, and October 1, 1944, respectively, and will bear interest at 2% percent per 
annum. The applicant requests that a public hearing in this matter be waived. 

From the sworn application and the record thereon it appears that: 

(a) Written notice of the application has been duly given to the Public 
Service Commission of Wyoming, the Public Service Commission of North 
Dakota, the Public Utilities Commission of South Dakota, the Board of Rail- 
road Commissioners of Montana, the Railroad and Warehouse Commission of 
Minnesota, and to the governor of each of thoSe states. Notice of the applica- 
tion was also published in the Federal Register on August 1, 1941, stating that 
any person desiring to be heard or to make any protest in reference to the 
said application should file a petition or protest on or before August 15, 1941, 
No protest, petition, or request to be heard in opposiiton to the granting of 
the application has been received. 

(b) The proposed notes will consist of four guvclidhe money notes to be 
issued and delivered as follows 

(i) A’ $90,000 purchase-money note to be issued to the American Pipe and 
Supply Company as the purchase price of natural gas field and gathering lines 
to be constructed in the Bowdoin gas field in Phillips and Valley Counties, 
Montana, said note to be endorsed by the payee without recourse to The 
National City Bank of New York. 

(ii) An $80,000 purchase-money note to be issued to the American Pipe 
and Supply Company as the purchase price of a 4-inch natural-gas pipe line 
to be constructed extending approximately 25 miles from the Bowes gas field 
eastward to Harlem, Mont., said note to be endorsed by the payee without 
recourse to The National City Bank of New York. 

(iii) An $85,000 purchase-money note to be issued to the Youngstown Sheet 
and Tube Company as the purchase price of construction supplies consisting of 
natural gas steel pipe to be used by the applicant in the vicinity of Shelby, 
Mont., said note to be endorsed by the payee without recourse to The National 
City Bank of New York. 

(iv) A $95,000 purchase-money note to be issued to Mountain States Power 
Company as the purchase price of existing electric public utility properties 
located in and near Baker, Montana, said note to be endorsed by the payee 
without recourse to Northwestern National Bank & Trust Company of 
Minneapolis. 
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(c) By application filed August 14, 1941, Docket No. IT-5726, the applicant 
requested an order authorizing the merger or consolidation of its facilities 
with those to be acquired as stated in paragraph (b) (iy), above. 

(d) The proposed notes will be issued at face amount without accrued in- 
terest and without the payment of any underwriter’s or finder’s fees. Inci- 
dental expenses are estimated at $1,000. 

‘ (e) The proposed notes will be issued under the indenture of November 1, 
1940, between Montana-Dakota Utilities Co. and the City Bank Farmers Trust 
Company, New York, as trustee. 

(f) The Public Service Commission of North Dakota on August 14, 1941, 
issued an order granting an application for authority to issue the proposed 
notes. : 

Upon consideration of the application and the record thereon, the Commis- 
sion finds as follows: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware, and carries on electric and 
natural gas utility business in the States of Montana, North Dakota, and 
South Dakota and a gas utility business in the State of Wyoming. 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the States of North Dakota and Montana, and consumed, by persons other 
than the transmitter thereof, at points outside the state from which it is trans- 
mitted. The applicant also owns and operates facilities in the State of Montana 
for the transmission of electric energy from that state, which energy is con- 
sumed, by persons other than the transmitter thereof, at points in the Province 
cf Saskatchewan, Dominion of Canada. The applicant is, therefore, a public 
utility within the meaning of that term as used in section 204 of the Federal 
Power Act. 

(3) The proposed issuance of notes will constitute the issuance of securities 
within the purview of section 204 of the Federal Power Act. 

(4) Of the states referred to in paragraph (1) above, only the State of 
North Dakota has any Jaw under which the applicant’s security issues are regu- 
lated by a State commission. The applicant is, therefore, not organized and 
operating in a state under the laws of which its security issues are regulated 
by a State commission within the meaning of section 204 (f) of the Federal 
Power Act, and the proposed issue of notes is, therefore, not exempted by that 
section from the provisions of section 204 of that Act. 

(5) The applicant is not shown to be subject to the requirements of the 
Public Utility Holding Company Act of 1935 or of a rule, regulation or order 
thereunder, in respect of the proposed issuance of notes, and such issuance is, 
therefore, not exempted by section 318 of the Federal Power Act from the 
provisions of section 204 of that Act. 

(6) The issuance of the notes referred to in subparagraphs (i), (ii), and 
(iii) of paragraph (b), above, as proposed will not result in the capitalization 
of the right to be a corporation or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any tax 
or annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract. 

(7) The proposed issue of the notes referred to in subparagraphs (i), (ii), 
and (iii) of paragraph (b), above, is for a lawful object within the corporate 
purposes of the applicant and compatible with the public interest, which is 
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appropriate for and consistent with the proper performance by the applicant 
of service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

Upon the foregoing findings, the Commission orders as follows: 

(A) The proposed issue of the notes referred to in subparagraphs (i), (ii), 
and (iii) of paragraph (b), above, ‘is authorized upon the terms and conditions 
and for the purposes set forth in the application. 

(B) Action on the note referred to in subparagraph (iv) of paragraph (b), 
above, is deferred, pending consideration of the application in docket No. 
IT-5726. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission, or any regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of costs, or any valuation of property claimed 
or asserted. 

(D) This authorization shall expire unless acted upon on or before December 
31, 1941. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to which 
this order relates. 

(F) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order consolidating proceedings for purposes of hearing 


City of Detroit, Michigan, and County of Wayne, Michigan, v. Panhandle Bastern 
Pipe Line Company and Michigan Gas Transmission Corporation, Panhandle 
Dastern Pipe Line Company and Michigan Gas Transmission Corporation 


(Docket No. G-200, Docket No. G—207) 
September 2, 1941 


It appearing to the Commission that: 

(a) By order of June 10, 1941, the Commission fixed the date of hearing in 
the above-entitled proceeding at docket No. G-—200 for July 15, 1941, and 
hearing thereon was held on July 15, 16, and 18 and was adjourned to reconvene 
on September 2, 1941; 

(b) The proceedings in the above-entitled matters at docket No. G-200 and 
docket No. G-207 involve similar issues and facts; 

The Commission orders that: 

(A) A public hearing in the proceeding at docket No. G—207 be held com- 
mencing on September 2, 1941, at 9:45 a. m. (E. S. T.), at 1800 Pennsylvania 
Avenue N. W., in the City of Washington, D. C.; 

(B) The proceedings in the above-entitled matters at docket No. G-200 and 
docket No. G-207 be and they are hereby consolidated for the purposes of 
hearing thereon. 
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Order authorizing issuance of license (major) 
Beaver City, Utah 
(Project No. 1858) 
September 9, 1941 


Upon application filed June 20, 1941, by Beaver City, Utah, for license for 
2 proposed major project to be lecated on Beaver River, in Beaver Connty, 
Utah, which will partly occupy lands of the United States within the Fishlake 
National Forest; and 

It appearing that: 

(a) The project will consist of a diversion dam about 17.feet high, a 30-inch 
welded steel pipe line about 2 miles long. a powerhouse, and a 6,900-voit 
transmission line about 4.1 miles long extending from the power house to a 
substation near the city limits of Beaver City: 

(b) The area of lands of the United States to be occupied by the project, 
exclusive of the transmission line, will be approximately 13 acres, and that 
to be occupied by the transmission line will be a right-of-way about 50 feet 
wide and about 2.4 miles long: 

(c) Telluride Power Company, of Salt Lake City, Utah, whose interests in 
projects Nos. 814 and 994 will be encroached upon by reason of construction 
of the proposed project, has approved of such construction, provided the license 
therefor include certain conditions hereinafter provided for, which conditions 
are, according to telegram received by the Commission on August 27, 1941, 
from the Mayor of Beaver Ctiy, satisfactory to applicant: 

(d) The Assistant Secretary of Agriculture has reported favorably on the 
aforesaid application for license, subject to conditions hereinafter provided for ; 

(e) The Secretary of the Interior has been invited to report on the aforesaid 
application for license, but to date no report has been received; 

The Commission, having considered the appiication and the record thereon, 
finds that: 

(1) The applicant is a municipality organized under the laws of the State 
of Utah and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to éffect the 
purposes of a license for the project; 

(2) No other application for a similar preject or in conflict with the present 
application is before the Commission ; 

(3) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Fishlake 
National Forest was created or acquired, nor with any reservation or with- 
drawal of public lands, nor wiil it affect any Government dam or the develcp- 
ment of any water power resources for public purposes which should be 
undertaken by the United States itself; 

(4) The project is best adapted to a comprehensive plan for the improvement 
and utilization of water power development and for other beneficial public 
uses, including recreational purposes; 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 750 horsepower and the energy to be generated thereby will be used mainly 
to supply the domestic and industrial requirements of applicant and the rural 
electric requirements of Beaver Valley Electric Association, Inc.; 

(6) In accordance with section 10 (d) of the Federal Power Act, the rate 
of return upon the net investment in the project and the proportion of surplus 
earnings to be paid into and héld in amortization reserves are reasonable as 
hereinafter specified ; 
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(7) The amount of annual charges te be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act and for recompensing it for the use, occupancy, and enjoy- 
ment of its lands involved is reasonable as hereinafter fixed and specified; 

(8) The maps and plans of the project, filed with the aforesaid application, 
do not conform to the Commission’s rules and regulations and need to be 
revised, but the specifications filed as exhibit M do conform to said rules and 
regulations; and 

It is ordered that: 

(A) A license be issued to the applicant for the aforesaid project for a 
period of 50 years, subject to the provisions of the Act and the rules and 
regulations thereunder ; 

(B) The licerse shall contain the usual conditions and provisions for such 
projects; any conditions that may be reasonably required by the Secretary 
of the Interior for the adequate protection, utilization, and improvement of any 
Government reservation under his supervision, and for the protection of fish 
life; and shall contain the following special conditions: 

(i) The licensee shall begin the construction of the project works within 
6 months from the date of issuance of the license, and shall thereafter in 
good faith and with due diligence prosecute and complete such construction 
within one year from said date of issuance; 

(ii) The licensee agrees that if in the judgment of the regional forester the 
steel penstock will interfere with the use of the existing or proposed forest 
highway, it will permit fills not exceeding 10 feet in depth being made over 
its penstock at points where crossed by the road; 

(iii) The licensee agrees that its diversion dam structure will not encroach 
upon Telluride Power Company’s Lower Beaver station grounds of project 
No. 814; that the spillway of the dam shall be not less than 35 feet in width; 
that such flash board structure as it may install on its diversion dam crest 
shall be of such design as will eliminate automatically the additional increased 
water elevation resulting therefrom when same-has reached a point two feet 
higher than the crest of the dam; and that the crest of the dam shall be 
at an elevation not exceeding 17.95 feet below the floor of said Lower Beaver 
station ; 

(iv) The licensee agrees that its pipe line shall be so located as to interfere 
with or endanger Telluride Power Company's pole lines in Beaver Canyon to 
the least practicable extent, and that should it be found advisable to relocate 
any of said company’s line poles on account of licensee’s pipe line, or should 
damage occur to said company’s line during the construction of the pipe line, 
the licensee shall bear full expense of same; 

(C) Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission, the licensee shall pay to the United States the 
following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the horse- 
power capacity (750) authorized to be installed by the license, plus two and 
one-half (2%) cents per 1,000 kilowatt-hours® of energy generated by the 
project during each fiscal year ended June 30 preceding the submission of a 
bill therefor by the Commission ; 

(ii) For the purpose of recompensing the United States for the use, occu- 


pancy, and enjoyment of its lands, including the transmission line right-of-way, 
$25 ; 
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(D) After the first 20 years of operation of the project, 6 percent per annum 
shall be the specified rate of return on the net investment in the project 
for determining surplus earnings in accordance with the provisions of section 
10 (d) of the Act, for the establishment and maintenance of amortization 
reserves to be held until the termination of the license, or in the discretion 
of the Commission, to be applied from time to time in reduction of the net 
investment in the project, and one-half of all surplus earnings in excess of 
6 percent per annum received in any calendar year shall be paid into and 
held in such amortization reserves ; 

(E), The specifications, specified in finding (8) above as exhibit M, be and 
they are hereby approved as a part of the license for the project, and the 
applicant shall, within 6 months of the date of this order, submit revised 
maps and plans of the project in conformity with the Commission’s rules and 
regulations, which, when approved by the Commission, shall become part of 
the license for the project. 


Order authorizing and approving sale of electric facilities 
Nebraska Public Service Company 
(Docket No. IT-5724) 
September 9, 1941 


Upon application filed August 1, 1941, by Nebraska Public Service Co. (here- 
inafter referred to as the applicant), a Nebraska corporation, whose principal 
business office is at 515 Fifth Street, Sioux City, Iowa, requesting an order 
authorizing and approving, insofar as this Commission has jurisdiction, the 
sale of its electric facilities in the State of Nebraska to Consumers Public 
Power District (hereinafter referred to as the district), a public corporation 
and political Subdivision of the State of Nebraska, under and in accordance 
with the terms of a contract dated July 9, 1941 (exhibit L of the application) ; 
and 

It appearing to the Commission that: 

(a) Written notice of the application has been duly given to the Nebraska 
State Railway Commission and to the Governor of Nebraska, and notice of the 
said application was published in the Federal Register on August 6, 1941, 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before 
August 18, 1941; and no protest or petition or request to be heard in opposition 
to the granting of the said application has been received ; 

(b) Under the Nebraska statute creating the district (chap. 86 of the Laws 
of Nebraska, 1933, and amendments thereto) as a political subdivision of the 
State, the district is vested with the discretion of determining the price and 
other terms and conditions pursuant to which the facilities in question are 
to be acquired; . 

(c) Section 201 of the Federal Power Act excludes the district from the 
provisions of Part II of the Act; 

The Commission, having considered the said application, and the record 
thereon, finds that: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Nebraska and duly qualified to transact 
business in the State of Nebraska ; 
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(2) The district is a public corporation and political subdivision of the State 
of Nebraska, duly organized and existing under and by virtue of the laws of 
Nebraska ; a 

(3) The applicant proposes to sell to the district, and the district proposes to 
purchase, the whole. of applicant's facilities for the transmission, distribution 
and sale of electric energy and other property, real and personal, specifically 
described in the agreement of sale (exhibit L of the application), all of which 
are situated in the State of Nebraska, for the sum of $318,000, subject to cer- 
tain adjustments, as provided in the said agreement ; 

(4) The applicant owns and operates facilities among others for the trans- 
mission and for the sale at wholesale of electric energy which is transmitted 
from the State of Iowa to the State of Nebraska and consumed by persons 
other than a transmitter thereof at points outside the State from which it is 
transmitted, and is, therefore, a public utility within the meaning of that term 
as used in seetion 203 of the Federal Power Act, and its proposed sale of such 
facilities is subject to the requirements of that section ; 

(5) The proposed sale of the facilities by the applicant, upon the terms 
and conditions set forth by the applicant to this Commission, insofar as subject 
to the jurisdiction of the Commission, will be consistent with the public inter- 
est, and the authorization thereof as hereinafter provided will be appropriate 
to secure the maintenance of adequate service and the coordination in the pub- 
lie interest of facilities subject to the jurisdiction of this Commission ; 

Wherefore, the Commission orders that: 

(A) The sale of such facilities by the applicant be and it hereby is authorized 
and approved, upon the terms and conditions shown to this Commission in its 
application and subject to the terms of this order, insofar as it includes facilities 
subject to the requirements of section 203 of the Federal Power Act and to 
the jurisdiction of this Commission ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless acted upon within 120 days after 
the entry of this order ; 

(D) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order terminating proceeding, allowing rate schedule to teke effect, and 
cancelling hearing 


United Gas Pipe Line Company 
(Docket No. G-211) 
September 12, 1941 


It appearing to the Commission that: 
(a) By order of July. 25, 1941, the Commission directed the United Gas Pipe 
Line Company to show cause at a public hearing: 
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(i) Why it had failed to file a schedule of rates and charges for the sale 
in interstate commerce of natural gas to the Willmut Gas & Oil Company for 
resale for ultimate public consumption as required by section 4 (c) of the 
Natural Gas Act and part 54 of the Provisional Rules of Practice and Regula- 
tions under the Natural Gas Act; 

(ii) Why the Commission should not institute appropriate proceedings 
against it, its officers, and/or directors pursuant. to the provisions of the 
Natural Gas Act for its failure or refusal to comply with said act and the 
Provisional Rules.of Practice and Regulations thereunder ; 

(b) On August 6, 1941, the United Gas Pipe Line Company filed an answer 
* to said order to show cause which indicated that the United Gas Pipe Line 
Company had been unable to negotiate an executed contract with Willmut Gas 
& Oil Company and that United Gas Pipe Line Company was under the bona 
fide misapprehension that schedules of rates and charges required to be filed 
with the Commission should be in the form of an executed contract with the 
purchaser ; 

(c) On August 11, 1941, the United Gas Pipe Line Company filed with the Com- 
mission a schedule of rates and charges (in the form of an unexecuted con- 
tract which contains the rates and charges, terms and conditions of sale) 
for the sale of natural gas to the Willmut Gas & Oil Company for resale for 
ultimate public consumption, which has been designated as United Gas Pipe 
Line Company rate schedule FPC No. 48, and said company. has requested 
that such schedule be allowed to take effect retroactively as of January 24, 
1940 ; 

(d@) The United Gas Pipe Line Company has not in this instance willfully 
and knowingly violated the provisions of the Natural Gas Act or the Provi- 
sional Rules of Practice and Regulations thereunder ; 

The Commission orders that: 

(A) The proceeding herein initiated by the Commission’s order of July 25, 
1941, be and it is hereby terminated, and the hearing heretofore ordered to be 
held in this matter be and it is hereby cancelled ; 

(B) United Gas Pipe Line Company rate schedule FPC No. 48 be and it is 
hereby allowed to take effect as of January 24, 1940; 

(C) The aforesaid rate schedule shall be deemed to have been filed and 
published in compliance with the Natural Gas Act; 

(D) Nothing contained- in this order shall be construed as a waiver of the 
requirements of section 7 (b) of the Natural Gas Act; nor shall it be con- 
strued as constituting approval by this Commission of any service, rate, pro- 
vision, or condition contained in the said rate schedule; 

(E) This order is without prejudice to any findings or orders which may be 
made by the Commission in any proceedings now pending or hereafter instituted 
against the United Gas Pipe Line Co. 


Finding of the Commission 
City of Petoskey, Michigan 
(Docket No. DI-162) 
September 16, 1941 
Upon declaration of intention filed July 5, 1941, pursuant to section 23 (b) 


of the Federal Power Act, by city of Petoskey, Michigan, to construct a project 
on the Bear River in Emmet County, Michigan; and 
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It appearing to the Commission, after investigation of the proposed con- 
struction, the declaration of intention, and all pertinent records, that: 

(a) The declarant is a municipal Corporation organized and operating under 
the laws of the State of Michigan; 

(b) The proposed project will consist of a concrete dam about 163 feet long, 
a reservoir of 4 acres, a concrete conduit about 1,100 feet long and 7 feet in 
diameter, a surge tank at the lower end of the conduit, and a concrete power 
house operating under a head of 38 feet and having installed capacity of 
approximately 750 horsepower ; 

(c) The power to be developed by this proposed project will be used as a 
municipal supply for residents of the city of Petoskey and immediate rural 
districts ; 

(d) The Bear River (also known as Bear Creek) rises in Walloon Lake, a 
lake about 12 miles long and one to two miles in width; from the south end 
of the lake it flows east and then north a distance of 17 miles to the city of 
Petoskey, and empties into Littl¢ Traverse Bay, an arm of Lake Michigan; 
the stream drops 85 feet in the last half mile of its course; the drainage area 
is approximately 115 square miles; and estimates of the flow, based on about 
15 years’ record for the nearby Manistee River (drainage area 900 square 
miles) indicate an average flow of 130 to 140 ¢. f. s. and a minimum flow 
about one-half as large; 

(e) Construction and operation of the project as proposed by the declarant 
would not affect any lands or reservations of the United States; 

The Commission finds that: 

The interest of interstate or foreign commerce will not be affected by the 
proposed construction and no lands of the United States will be involved. 


Order modifying order reducing rates and denying application for rehearing 
Chicago District Electric Generating Corporation 
(Docket No. IT--5500) 
September 16, 1941 


Upon consideration of the application filed with the Commission on August 
18, 1941, by Chicago District Electric Generating Corporation (hereinafter re- 
ferred to as respondent), praying for a rehearing and reargument on the Com- 
mission’s order ‘reducing rates entered on July 16, 1941, and the Commission’s 
opinion in this matter; and 

Upon a reexamination of the item disallowed from book cost of interest dur- 
ing construction in the sum of $296,396 by the Commission’s order of July 
16, 1941; 

The Commission finds that: 

(1) The sum of $45,288 of interest during construction (paid during the 
period from July, 1921, to May 1, 1925), which interest was recorded on the 
books of the respondent, should be allowed and added to the amount of $41,- 
232,882 (found by the Commission’s order of July 16, 1941, to be the actual 
legitimate cost before depreciation of respondent’s entire electric plant used 
and useful as of June 30, 1940) to obtain $41,278,170 which is the proper actual 
legitimate cost before depreciation within the meaning of section 208 of the 
Federal Power Act of respondent’s said entire electric plant used and useful 
as of June 30, 1940; 
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(2) The balance of $251,108 should be disallowed from book cost as rep- 
resenting, among other things, improper compounding of interest charges, the 
use of a 360-day year in making computations, and payments to affiliated com- 
panies in excess of a rate of 6 percent; and 

The Commission further finds that: 

No new facts have been presented or alleged and no arguments or principles 
of law have been stated in the respondent’s application for rehearing which 
justify a reversal or modification of the Commission's order of July 16, 1941, 
other than to the extent of the modification provided for in this order; 

Wherefore, it is ordered that: 

(A) The Commission’s order of July 16, 1941, be and it is hereby modified 
by adding the sum of $45,288 of interest during construction (paid during the 
period from July, 1921, to May 1, 1925), thereby increasing the amount found 
by the Commission’s order of July 16, 1941, to be the actual legitimate cost 
before depreciation of respondent’s entire electric plant used and useful as 
of June 30, 1940, to $41,278,170; 

(B) The respondent, in revising its rates {nd charges as set forth in Rate 
Schedule FPC No. 6 and in filing with the Commission the revised rate 
schedule as required by paragraph (A) of the Commission's order of July 16, 
1941, shall compute such rates and charges in accordance with the said order 
as modified herein ; 

(C) The time fixed by the Commission’s order of July 16, 1941, and order 
of August 6, 1941, for respondent to revise its rates and charges as set forth 
in Rate Schedule FPC No. 6, and file with the Commission the said revised 
rate schedule, be and the same hereby is extended to October 1, 1941; 

(D) The Commission’s order of July 16, 1941, herein shall, in all other 
respects, remain and continue in full force and effect ; ; 

(E) The application of the respondent for rehearing and reargument be and 
the same hereby is denied. 


Order dismissing application for license (major) 
West Virginia Power and Transmission Company 
(Project No. 348) 


September 16, 1941 


It appearing that: 

(a) On January 25, 1924, pursuant to application filed August 23, 1922, a 
preliminary permit was issued for a period of three years to West Virginia 
Power and Transmission Company, a West Virginia corporation, for a proposed 
power development, designated as Project No. 343, on Cheat River and its 
tributaries located in Monongalia, Preston, Tucker, and Randolph Counties, 
West Virginia, and in Fayette County, Pennsylvania ; 

(b) On January 27, 1927, the company filed an incomplete application for 
license for the project and on April 28, 1936, the Commission ordered a hearing 
thereon to be held June 15, 1936, to allow the applicant an opportunity to 
present additional necessary and desirable evidence, information, and data; 

(c) On May 5, 1936, the Presidént approved H. R. 3384, an Act to provide 
a preliminary examination of the Cheat River and its tributaries, in the State 
of West Virginia, with a view to the control of its floods, as a result of which 
the Commission, on May 13, 1936, adopted an order postponing the aforesaid 
hearing until its further order; 
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(d) On July 8, 1941, the Commission directed the company to show cause, 
if any there be, on or before August 1, 1941 (which date was subsequently 
extended to September 1, 1941), why its pending application for license for 
Project No. 343 should not be dismissed, and found, among other things, “that 
it is in the public interest that the application for license for the project be 
either dismissed, or the applicant be required to submit data which would bring 
the application up to date, if it is still interested in the development of the 
project covered by the application” ; 

(e) In response thereto, the company, through its counsel, informed the 
Commission in writing that notwithstanding that it had spent substantial sums 
of money in connection with the contemplated developments, prosecution of 
the application had been delayed on account of the economic depression during 
the last decade and the confused status of applicable West Virginia law; and 
that under the circumstances, it would not oppose dismissal of its application 
at this time; 

The Commission finds that: 

(1) Applicant has given no assurance that it intends to complete the afore- 
said application for license should economic conditions warrant; 

(2) It is consistent with the public interest to dismiss the pending applica- 
tion for license; and 

It is ordered that: 

(A) The application for license filed January 27, 1927, be and it is hereby 
dismissed; and 

(B) The proceeding instituted by the Commission’s show cause order of 
July 8, 1941, be and it is hereby terminated. 


Order authorizing issuance of license (major) 
Northern Idaho Rural Electrical Rehabilitation Association, Inc. 
(Project No. 1854) 

September 19, 1941 


Upon application filed April 9, 1941, by Northern Idaho Rural Electrical 
Rehabilitation Association, Inc., of Sandpoint, Idaho, for license for a water 
power project on Priest River about two miles below the outlet of Priest Lake, 
affecting lands of the United States within the Kaniksu National Forest in 
Bonner County, Idaho; and 

It appearing that: 

(a) The project consists of a concrete dam equipped with gates by means 
of which the level of Priest Lake may be regulated between elevations 2,438.95 
and 2,443.05 (U. S. Geological Survey datum) making available a storage ca- 
pacity of 94,569 acre-feet; a power house integral with the dam; and approxi- 
mately 28 miles of 33,000-volt, 3-phase transmission line extending from the 
power plant to a connection with applicant’s system at Wrenco, Idaho; 

(b) The project, exclusive of the transmission line right-of-way, will occupy 
33.84 acres of lands of the United States within the Kaniksu National Forest ; 

(c) By letter dated June 20, 1941, the Commission requested the Forest 
Service to advise the applicant that the performance of such work as clearing 
the project site and the construction of the transmission line at applicant's 
risk would not prejudice consideration by the Commission of the pending 
application for license provided such operations met with the approval of the 
lorest Service ; . : 
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(d) The Secretary of War and the Chief of Engineers have approved the 
plans of the project structures affecting navigation, subject to certain condi- 
tions hereinafter provided for ; 

(e) The Acting Secretary of Agriculture has reported favorably on the 
aforesaid application for license, subject to certain conditions hereinafter 
vrovided for ; 

(f) The Secretary of the Interior has reported favorably on the aforesaid 
application for license, subject to a certain condition hereinafter provided for; 

The Commission, having considered the application and the record thereon 
finds that: 

(1) The applicant is a corporation organized under the laws of the State of 
Idaho and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project ; 

(2) No other application for a similar project or in conflict with the present 
application is before the Commission ; 

(3) Notice that applicant has applied for license for the project has been 
duly published ; 

(4) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Kaniksu 
National Forest was created or acquired, nor with any. reservation or with- 
drawal of public lands, nor will it affect any Government dam or the deyvelop- 
ment of any water power resources for public purposes which should be 
undertaken by the United States itself; 

(5) Under the present circumstances, the project is best adapted to a com- 
prehensive plan for the improvement and utilization of water power develop- 
ment and for other beneficial public uses, including recreational purposes; 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 1,509 horsepower in two units of 750 horsepower each and the energy to be 
generated thereby will supply power for a rural electric distribution system; 

(7) In accordance with section 10 (d) of the Federal Power Act, the rate 
of return upon the net investment in the project and the proportion of surplus 
earnings to be paid into and held in amortization reserves are reasonable as 
hereinafter specified ; 

(8) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the cost of administration of Part I 
of the Act and for recompensing it for the use, occupancy, and enjoyment 
of its lands involved is reasonable as hereinafter fixed and specified or provided 
for; 

(9) The map and specifications filed as part of the application and desig- 
nated as Exhibits L (FPC No. 1854-3) and M conform to the Commission's 
rules and regulations, but adequate maps showing the transmission line right- 
of-way have not been furnished by the applicant ; 

It is ordered that: 

(A) A license be issued to the applicant for the aforesaid project for a period 
of 50 years, subject to the provisions of the Act and the rules and regulations 
thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
for such projects and the following special conditions: 

(i) The licensee shall begin the construction of the project works within six 
months from the date of issuance of the license, shall thereafter in good faith 
and with due diligence prosecute and complete such construction within one 
year from said date of issuance; 
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(ii) The licensee shall clear off all trees, logs, brush, or other debris, up 
to elevation 2,443.05 feet, the margins of Priest Lake and those portions of 
Triest River which shall be used for reservoir purposes under this license, and 
shall dispose to the satisfaction of the Commission, or its designated repre- 
sentative, of all brush and debris resulting from such clearing, together with 
all temporary structures and refuse left on public lands and reservations of 
the United States from the construction and maintenance of said project works. 
In addition, the licensee shall cut and remove any trees or brush above eleva- 
tion 2,443.05 which may be killed due to the regulation of Priest Lake for 
storage purposes ; 

(iii) The licensee shall permit the use of any reservoir included in the 
project for the temporary storage or for the transportation of logs, ties, poles, 
lumber, or other forest products, and shall maintain the log sluice at the dam 
in operating condition at all times, and shall pass such logs, ties, poles, lumber, 
or other forest products, over or around the dam without charge and without 
undue hindrance or delay; provided, that the use of said reservoir or of such 
lugway or logways by owners of such logs, ties, poles, lumber, or other forest 
products, shall be under such rules and regulations adopted by the licensee 
us may be approved by the Secretary of Agriculture ; 

(iv) The licensee shall be permitted to reguiate Priest Lake between eleva- 
tions 2,438.95 feet and 2,443.05 feet above mean sea level, as determined by 
reference to zero of the gauge at the outlet of Priest Lake, the elevation of 
which has been determined by the United States Geological Survey to be 2,437.99 
feet, or to such other bench marks as may be established by the United States 
Geological Survey having the same datum; 

(v) The project area bordering Priest Lake insofar as it may include na- 
tional forest lands, shall be fixed at a level of 2,443.85 feet referred to the 
datum set forth in paragraph (iv) hereof; 

(vi) Between April 15 and July 5, both dates inclusive, of each year, the 
licensee shall cause to be released for log driving, provided there are logs ready 
to be driven, a discharge of 1,500 second-feet, or the natural flow of the river, 
as determined by the Federal Power Commission or its duly authorized repre- 
sentative, when said flow is less than 1,500 second-feet ; 

(vii) During the construction of the dam, the licensee shall pass logs through 
the dam between April 15 and July 5; 

(viii) The licensee shall so manipulate the gates at its dam that the stages 
of Priest Lake shall not rise higher or remain longer above elevation 2,443.05 
feet than they would under natural conditions. The licensee shall also perform 
such channel excavation and other work at the outlet of Priest Lake as may be 
reasonably required by the Commission, to the end .that flood levels of Priest 
Lake above elevation 2,443.05 feet shall not be increased by reason of the 
installation of the project works; 

(ix) The licensee shall, without cost to the United States, construct such 
fishways or take such other steps to maintain existing conditions of fish migra- 
tion or fish culture on Priest River and Priest Lake, and shall install and 
maintain such fish stops or other equipment for the purpose of preventing 
the entrance of fish to the turbines of the power plant as may reasonably be 
prescribed by the Secretary of the Interior; 

(x) The Commission reserves the right to authorize the construction of a 
more comprehensive power project at the outlet of Priest Lake, whether license 
covering such further development be granted to the licensee, or to any other 
party; provided, that if license be issued to any other party, payment shall 
be made to the licensee of at least its net investment in the project and out- 
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standing contracts involving the power generated by said project shall be 
assumed by the new licensee ; 

(xi) The licensee shall locate all transmission lines under this project and 
any future additions to the transmission and distribution system of this project 
with due regard for the recreational and esthetic values of the locality. All 
such lines shall be so located as to preserve to the maximum degree war- 
ranted, the natural environment features as viewed from Priest Lake, Priest 
River, public highways, or the sites of recreational developments. Before any 
construction of such lines is undertaken, the licensee shall obtain from the 
Forest Supervisor, approval of the specific location of transmission and 
distribution line structures; 

(C) After the first 20 years of operation of the projeet under the license, 6 
percent per annum shall be the specified rate of return on the net investment 
in the project for determining syrplus earnings in accordance with the pro- 
visions of section 10 (d) of the Act, for the establishment and maintenance 
of amortization reserves to be held until the termination of the license, or in 
the discretion of the Commission, to be applied from time to time in reduction 
of the net investment in the project, and one-half of all surplus earnings in 
excess of 6 percent per annum received in any calendar year shall be paid 
into and held in such amortization reserves ; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules 
and regulations of the Commission, the licensee shall pay to the United States 
the following annual charges: , 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the horse- 
power capacity (1,500) authorized to be installed by the license, plus two and 
one-half (2%) cents per 1,000 kilowatt-hours of energy generated by the 
project during the fiscal year ended June 30 preceding the submission of a bill 
therefor by the Commission ; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, exclusive of transmission line right-of-way, 
$13.54; and 

(iii) For the purpose of recompensing the United States for the use, oceu- 
pancy, and enjoyment of its lands for transmission lines, the rate per annum 
as specified in the rules and regulations of the Commission ; 

(E) The map and specifications referred to in finding (9) above as conform- 
ing to the Commission's rules and regulations be and they hereby are approved 
as part of the license for the project, and the applicant shall, within 6 months 
of the date of this order, submit revised maps showing the transmission line 
right-of-way in conformity with the Commission's rules and regulations, which, 
when approved by the Commission, shall become part of the license for the 
project. 


Order authorizing abandonment of certain facilities 
United Gas Pipe Line Company 
(Docket No. G-—214) 


October 3, 1941 


Upon application of United Gas Pipe Line Company, a corporation of the 
State of Delaware, filed on September 1%, 1941, for permission to remove and 
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relocate a 60-mile section of its main transmission pipeline, being a part of 
what is known as the “Gulfport Lateral Line” consisting of 12-inch pipe and 
extending from a point on applicant’s Benton-Mobile pipeline near the inter- 
section of said pipeline with the common boundary line between the counties 
of Green and Perry, Mississippi, to a point about 24% miles north of the city 
of Gulfport, Mississippi, which -application contains a prayer that (i) the 
proposed removal and relocation of facilities be held not an abandonment of 
facilities under section 7 (b) of the Natural Gas Act, or, in the alternative, 
(ii) if held by the Commission to be an abandonment of facilities under said 
section of the Act, authority be granted applicant permitting the relocation 
and removal of said facilities under the provisions of said section of the Act; 
and 

It appearing to the Commission that: 

(a) Pursuant to the Commission’s rules and regulations, public notice of 
the filing of said application was duly given and no protest or objection was 
received by the Commission ; 

(b) After appropriate notice had been given, public hearings with respect 
to said application were held on September 23 and September 24, 1941, at the 
conclusion of which hearings oral argument was presented on behaif of appli- 
cant and on behalf of Commission counsel; 

The Commission having considered the said application, the record made 
with respect thereto at the public hearings and the oral argument presented, 
finds that: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Delaware and it owns and operates a natural-gas pipeline system 
situated in the States of Texas, Louisiana, Mississippi, Alabama, and Florida, 
and engages in the transportation of natural gas in interstate commerce and 
in the sale of natural gas for resale for ultimate public consumption for 
domestic, commercial, industrial, and other uses; 

(2) Applicant seeks permission to remove and relocate a certain section of 
its main transmission pipeline, being a 60-mile portion of what is known as 
the “Gulfport Lateral Line,” consisting of a 12-inch pipeline extending from 
a point on applicant’s Benton-Mobile line near the intersection of said line with 
the common boundary line between the counties of Green and Perry, Mississippi, 
to a point approximately 2% miles north of the city of Gulfport, Mississippi ; 

(3) The said Gulfport Lateral Line is presently used exclusively for the 
transmission and delivery of natural gas for resale to the Southwestern Gas 
and Electric Company for distribution to domestic, commercial, and other 
users in ‘the communities of Gulfport, Mississippi City, Biloxi, Pass Christian, 
Long Beach, Handsboro, and Bay St. Louis, Mississippi; with the exception of 
the delivery of small quantities of gas for use as boiler fuel in connection with 
two well-drilling operations, which operations have been abandoned, applicant 
has always operated the said line exclusively for the transmission and delivery 
of natural gas to the communities above named; 

(4) Applicant proposes to continue supplying the said communities enumer- 
ated in paragraph (3) above, with natural gas, without interruption of ‘service, 
through a new section of transmission pipe line (varying in sizes from 12 inches 
to 16 inches in diameter) presently under construction, known as the Lirette- 
Mobile Line, and extending from a gas-producing field at Lirette, Terrebonne 
Parish, Louisiana, in an easterly direction approximately 200 miles to a point 
near Mobile, Alabama, which will connect with the present Gulfport Lateral 


Line at a point approximately 2% miles north of the city of Gulfport, 
Mississippi ; 
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(5) When the said Lirette-Mobile Line shall have been completed to its 
intersection with the Gulfport Lateral, applicant proposes to interconnect said 
lines at the point of intersection and thereafter to deliver natural gas from 
the Lirette-Mobile Line to meet the requirements of the communities named 
in paragraph (3) above; thereafter, applicant will not use and will have no 
further need of said Gulfport Lateral north of its intersection with the 
Lirette-Mobile Line and proposes to utilize the pipe removed from said Gulf- 
port Lateral as a part of the construction of said new Lirette-Mobile Line; 

(6) The portion of the Gulfport Lateral proposed to be removed traverses a 
sparsely settled area of farm and timber lands, in which area applicant has 
made no sales or deliveries of gas, except the small amounts referred to in 
paragraph (3) above, and has received no requests for~sales or deliveries of 
gas in said area; 

(7) The gas reserves in the fields of southern Louisiana from which appli- 
cant can obtain its requirements for the proposed Lirette-Mobile Line appear 
sufficiently adequate to enable it to meet the present demands of new industrial 
consumers as well as demands of its present and prospective customers in the 
said communities of Gulfport, Mississippi City, Biloxi, Pass Christian, Long 
Beach, Handsboro, and Bay St. Louis, Mississippi ; 

(8) The construction of the proposed new transmission line from the Lirette 
gas field in southern Louisiana to and its interconnection with applicant’s 
present Benton-Mobile Line at a point in the vicinity of Mobile, Alabama, 
will augment applicant’s facilities and pipe line capacity and enable it to meet 
the demands for service by industrial consumers engaged in producing materials 
essential to the national defense program, as well as to meet the demands of 
all customers presently served from the Gulfport Lateral ; 

(9) The service heretofore and presently rendered by applicant through that 
portion of the facilities sought to be removed will not be impaired, provided 
applicant shall first construct its proposed new transmission line from the 
Lirette gas field in southern Louisiana to the Gulfport Lateral at a point about 
2% miles north of Gulfport, Mississippi, and interconnect the same for an 
uninterrupted service to those customers now served from the extreme southerly 
terminus of the Gulfport Lateral ; 

(10) The proposed removal of that portion of the Gulfport Lateral from its 
interconnection with the Benton-Mobile Line to the point at which the proposed 
Lirette-Mobile Line will intersect and be interconnected with the Gulfport 
Lateral, approximately 214 miles north of Gulfport, Mississippi, will, if made, 
be an abandonment of facilities within the meaning of section 7 (b) of the 
Natural Gas Act; ; 

(11) The present and future public convenience and necessity will be served 
by allowing applicant to remove and relocate that portion of its Gulfport 
Lateral, approximately 60 miles in length which extends from its present inter- 
connection with the Benton-Mobile Line to a point about 2% miles north of 
Gulfport, Mississippi; 

The Commission orders that: 

(A) Said applicant, United Gas Pipe Line Company, be and it is hereby 
authorized to remove and relocate that portion of its Gulfport Lateral Line, 
approximately 60 miles in length, consisting of 12-inch pipe and extending from 
its present interconnection with applicant’s Benton-Mobile Line to a point ap- 
proximately 21%4 miles north of Gulfport, Mississippi; subject, however, to the 
following conditions: 

(i) That applicant shall 

(a) First complete the construction of that portion of the new Lirette-Mobile 
Line from the Lirette gas field in southern Louisiana to the point of its 
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proposed intersection with the Gulfport Lateral at a point approximately 244 
miles north of Gulfport, Mississippi, and 

(b) Interconnect the same for a-non-interrupted service of natural gas to 
the consumers presently served from the extreme southern terminus of the 
Gulfport Lateral; 

(ii) Within 15 days following the interconnection of the Lirette-Mobile Line 
with the Gulfport Lateral, applicant shall file a sworn statement advising 
the Commission as to the said interconnection and as to the uninterruption of 
natural gas service to the communities presently served off the Gulfport 
Lateral ; 

(iii) Within 15 days after the removal of the facilities from the said 60 mile 
portion of the Gulfport Lateral, applicant shall file a sworn statement advising 
the Commission as to said removal; and within 15 days after the completion 
of the Lirette-Mobile Line and its interconnection with applicant’s Benton- 
Mobile Line near Mobile, Alabama, applicant shall file a sworn statement 
advising the Commission as to said completion and as to the utilization of 
the pipe removed from the Gulfport Lateral. 


Order (1) denying application for service of trial examiner’s report and 
(2) granting oral argument 


City of Cleveland, Complainant v. Hope Natural Gas Company, Defendant ; 

City of Akron, Complainant v. Hope Natural Gas Company, Defendant; In 
the Matter of Hope Natural Gas Company; Pennsylvania Public Utility 
Commission, Complainant v. Hope Natural Gas Company, Defendant. 


(Docket No. G—-100, Docket No. G—101, Docket No. G—113, and Docket No. G—127} 
October 3, 1941 


_ Upon application of Hope Natural Gas Company, filed September 30, 1941, 
requesting, as separate application, (1) that any trial examiner’s report in this 
proceeding be served upon it, and (2) that it be granted oral argument before 
the Commission en banc; 

It appearing to the Commission that: 

(a) Section 19 (a) of the Natural Gas Act provides in part as follows: 

Any person, State, municipality, or State commission aggrieved by an order 
issued by the Commission in a proceeding under this act to which such person, 
State, municipality, or State commission is a party may apply for a rehearing 
within thirty days after the issuance of such order. The application for 
rehearing shall set forth specifically the ground or grounds upon which such 
application is based. Upon such application the Commission shall have power 
to grant or deny rehearing or to abrogate or modify its order without further 
hearing * * *; 

(6) Under this provision of the Act any aggrieved party, in its application 
for rehearing, may take exception to any or all findings of the Commission, its: 
failure to make necessary findings, or any order or conclusions embodied in 
the opinion or order of the Commission ; 

(c) Such statutory procedure provides a direct and adequate means of 
excepting to any part of the Commission’s order by which a party deems himself 
aggrieved and avoids the.cumbersome and frequently futile procedure of taking 
exceptions to the merely advisory findings and conclusions of the examiner, 
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many of which may not be accepted by the Commission or be incorporated in 
the Commission’s order. — 

Wherefore, the Commission orders that: 

(A) Applicant’s request for service upon it of any trial examiner’s report 
which may be made herein be and the same is hereby denied; 

(B) Oral argument on the issues raised at the hearing herein be had before 
the Commission, en banc, on October 27, 1941, at 9:45 a. m., in the Hearing 
Room of the Commission, 1800 Pennsylvania Avenue NW., Washington, D. C. 


Order authorizing certificate of public convenience and necessity 
Ray Phebus 
(Docket No. G—206) 


October. 3, 1941 





Upon application of Ray Phebus (hereinafter sometimes referred to as 
applicant) of Centralia, Illinois, filed on April 26, 1941, and amendment thereto, 
for a certificate of public convenience and necessity, pursuant to section 7 (c) 
of the Natural Gas Act to authorize the construction and operation of a natural 
gas pipe line from a point in Lawrence County, Illinois, to a point near 
Vincennes, Indiana; and 

It appearing to the Commission that: 

(a) Public notice of this application was given to interested State com- 
missions, and by appropriate orders the Commission permitted the Public 
Service Commission of Indiana and the city of Vincennes, Indiana, to intervene 
in this proceeding ; 

(b) After appropriate notice had been given, public hearings with respect 
to this application were held June 3 and 4, 1941, at which hearings all interested 
persons who desired to be heard were given an opportunity to appear and be 
heard; and, thereafter, briefs and reply briefs on behalf of the applicant and 
Commission counsel were filed ; 

The Commission, having considered the application as amended, the record 
made with respect thereto at the public hearings, and the briefs filed by the 
parties, finds that: 

(1) Applicant, as an individual, proposes to construct and operate a 6-inch 
natural gas pipe line approximately 8 miles in length, extending from a point 
in the so-called Russeliville gas field, Lawrence County, Lllinois, to a point ) 
near Vincennes, Indiana, connecting with the facilities of the Hoosier Gas 
Corporation (hereinafter sometimes referred to as Hoosier); applicant pro- 
poses to transport and sell natural gas produced in the State of Illinois, to 
Hoosier for resale by the latter in the cities of Vincennes, Washington and 
Princeton, Indiana, and environs; applicant will thus transport and sell natural 
gas in interstate commerce for resale for ultimate public consumption for 
domestic, commercial and other uses, and will be a natural-gas company as 
defined in the Natural Gas Act; 

(2) Hoosier presently purchases the major portion of its supply of natural 
gas from the Kentucky Natural Gas Corporation (hereinafter sometimes re- 
ferred to as Kentucky) ; Kentucky produces natural gas in the States of Ilinois 
and Kentucky and purchases natural gas produced in said States and the States 
of Texas, Oklahoma and Kansas; Kentucky transports said natural gas into 
and through the States of Kentucky and Indiana where it sells the same for 
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resale; Kentucky transports and sells natural gas in interstate commerce 
for resale and is a natural-gas company as defined in the Natural Gas Act; 

(3) The facilities which applicant proposes to construct and operate are 
facilities for the transportation of natural gas to a market in which natural 
gas is already being served by another natural-gas company, and the sale 
applicant proposes to make to Hoosier is a sale of natural gas in a market in 
which natural gas is already being served by another natural-gas company ; 
such construction and sale are subject to the jurisdiction of the Commission 
under section 7 (c) of the Natural Gas Act; 

(4) The cost of constructing the pipe line and appurtenances proposed by 
applicant is approximately $50,000; such cost appears not unreasonable in 
amount and the proposed facilities will be adequate to provide satisfactory 
service ; 

(5) Applicant has made satisfactory and adequate arrangements to finance 
the cost of constructing said pipe line; no financing involving the issuance of 
any securities to the public is contemplated; the necessary funds are to be 
provided, personally, by applicant and certain associates; 

(6) Hoosier at the present time purchases natural gas from Kentucky at a 
price averaging 35.7 cents per m. c. f.; applicant proposes to sell natural gas 
to Hoosier for resale for domestic and commercial uses at the following prices: 
26 cents per m. c. f. during the first year after deliveries are begun; 25 cents 
per m. c. f. during the second year; and 22 cents per m. ¢c. f. thereafter; during 
the life of the gas supply presently available to him, applicant will be able to 
render and maintain adequate service at rates lower than those prevailing in the 
territory to be served ; 

(7) Applicant’s gas supply, which is to be obtained from associates owning 
gas wells, lands, leases and acreage in the Russellville gas field, Lawrence 
County, Illinois, will have a life of approximately six years based upon esti- 
mated reserves of gas and the anticipated demands of and deliveries to Hoosier ; 

(8) The Public Service Commission of Indiana, as of record in this pro- 
ceeding, has urged that this application be granted, and in its order issued 
January 24, 1941, (in cause No. 14693, on the docket of said Commission)~ 
on petition of Hoosier Gas Corporation to increase its rates, has urged the 
Hoosier Gas Corporation “to make further efforts to procure an adequate supply 
of cheaper gas” ; 

(9) The present and future public convenience and necessity require and 
will require the construction and operation by Ray Phebus (applicant) of a 
natural gas pipe line and appurtenances, as proposed, for the transportation 
and sale of natural gas to or for the public; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be issued to Ray 
Phebus, authorizing the construction of a 6-inch natural gas pipe line and 
appurtenances from Lawrence County, Illinois, to a point near Vincennes, 
Indiana, in accordance with the terms of the amended application filed in 
this proceeding ; 

(B) Said certificate of public convenience and necessity shall be issued upon 
and shall contain the following terms and conditions: 

(i) The term of said certificate shall be eight years from the date of its 
issuance ; 

(ii) Until further order of the Commission, Ray Phebus shall sell natura? 
gas to Hoosier Gas Corporation for resale for domestic and commercial pur- 
poses at rates and charges not to exceed the following: 
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(a) 26 cents per m. ec. f. for gas purchased and delivered during the first 
year, from the date of the initial delivery by Phebus to Hoosier ; 
(b) 25 cents per m. c. f. for gas purchased and delivered during the second 
year, from the date of initial delivery by Phebus to Hoosier ; 
‘ (c) 22 cents per m. ec. f. thereafter ; 

(iii) The construction of the facilities hereby authorized shall be commenced 
within 30 days from the date of issuance of the certificate and shall be com- 
pleted within 90 days of such commencement, and applicant shall report to the 
the Commission in writing the commencement and completion of such con- 
struction within 5 days after such commencement and completion, respectively ; 

(iv) Within 15 days following the completion of such construction, applicant 
shall file with the Commission a sworn statement giving in detail the cost of 
said construction ; 

(v) The certificate shall not be transferable except upon express approval 
of the Commission ; 

(vi) The issuance of said certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts, or 
any other matters whatsoever that may come before the Commission with 
respect to said applicant or said pipe line; and nothing in this order and in 
said certificate shall be construed as an acquiescence by the Commission in any 
estimate or determination of cost, or any valuation of property claimed or 
asserted by the applicant; 

(vii) A violation of any of the terms and conditions of this order, or of said 
certificate, shall render such limited certificate null and void. 












































Order approving accounting adjustments 
Mississippi Power Company 
(Docket No. IT-5736) 


October 7, 1941 






It appearing to the Commission that: 
(a) Mississippi Power Company, by petition filed September 23, 1941, requests 
authority of this Commission to write off $2,202,702.29 of the book amount of 
its utility plant by a charge of $2,173,722.02 to capital surplus and by a charge 
of $28,930.27 to reserve for depreciation; the capital surplus is to be created 
through contributions to capital by Commonwealth & Southern Corporation ; 

(b) The elements comprising the proposed adjustments to utility plant are 


as follows: 

Diiessilanecun.. intangible: MOR. eae ies essantennae ee $2, 130, 770. 30 
Electric plant adjustments (Account 107) —~---.-.-_---.--_------ 46, 130. 37 
pte)  WhOry CEI inp icing aiceimanabbians 18, 894. 43 
Adjustment for retirements of property less provision for de- 


preciation at dates of acquisition of certain properties_--___- 28, 930. 27 
2, 224, 725. 37 
Less: Adjustments for retirements of property heretofore charged 


bo icpplte): SURGE cides cme stent edtinteplanindis 22, 023. 08 


Total reduction of utility plant-.........--.---.-----..-. 2, 202, 702. 29 
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(c) Mississippi Power Company, on August 8, 1941, filed with the Commission 
its reclassification and original cost studies required by the Commission’s 
Uniform System of Account Preseribed for Public Utilities and Licensees ; 

(d) The total book amount of utility plant of the company as of June 30, 
1941, as shown by balance sheet filed with the petition is $18,854,038.44; 

(e) The Commission's staff has not completed its field study of the company’s 
reclassification and original cost studies; 

The Commission finds that: 

,The proposed disposition of the amount of $2,202,702.29 described in para- 
graph (b) hereof is in conformity with correct accounting principles and the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees ; 

The Commission orders that: 

(A) Mississippi Power Company dispose of the amount of $2,202,702.29 by 
charging $2,173,772.02 to capital surplus and by charging $28,930.27 to reserve 
for depreciation ; 

(B) This order shall not be construed as indicating that the amount which 
the company proposes to write off represents the final amount which should be 
disposed of, and is without prejudice to such further action as the Commission 
may require following the reclassification of the company’s accounts in con- 
formity with the Commission’s Uniform System of Accounts. 


Order approving disposition of amounts to be recorded in account 107 
Gulf Power Company 
(Docket No. IT-5735) 
October 7, 1941 


It appearing to the Commission that: 

(a) Gulf Power Company, by petition filed September 23, 1941, requests 
authority of this Commission to write off $10,240,610.08 of the book amount of 
its utility plant by a charge to capital surplus and to increase its utility plant 
account by the amount of $98,092.32 and concurrently therewith to increase 
its reserve for depreciation by the same amount; 

(b) The elements comprising the proposed net adjustment to utility plant 
are as follows: 


Electric plant adjustments (Account 107) $10, 128, 891. 26 
Capital stock expense 10, 088. 66 
Miscellaneous charges ; 101, 630. 16 


10, 240, 610. 08 
Less credit to reserve for depreciation for provision for deprecia- 
tion at dates of acquisition of certain properties, less adjust- 
ment for retirements of property 98, 092. 32 


Total reduction of utility plant 10, 142, 517. 76 


(c) The capital surplus is to be created by a reduction in the stated value 
of common capital stock of the company to $6.50 a share, the aggregate reduc- 
tion being $10,996,610.13, all of which is to be credited to the capital surplus 
account ; 
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(d@) Gulf Power Company, on April 27, 1940, filed with the Commission its 
reclassification and original cost studies, as required by this Commission's 
Uniform System of Accounts Prescribed for Public Utilities and Licensees; 

(e) Included in the amount of $10,240,610.08 which the company proposes 
to write off by a charge to capital surplus, as reflected in paragraph (0b) 
hereof, is the amount of $10,128,891.26 which has been classified by the company 
in Account 107 in its reclassification and original cost studies filed with this 
Commission ; 

(f) Account 107 of the Commission’s Uniform System of Accounts provides, 
among other things, that the amounts recorded therein shall be disposed of as 
the Commission may approve or direct; f 

(7g) The Commission’s staff report on the company’s reclassification and 
original cost studies has not been submitted to the Commission or served upon 
the company ; 

(h) The total book amount of utility plant of the company as of June 30, 
1941, as shown by balance sheet filed with the petition, was $17,869,592.03 ; 

The Commission finds that: 

The proposed disposition of the amount of $10,128,891.26 which has been 
classified by the company in Account 107 in the reclassification and original 
cost studies filed with this Commission is in conformity with correct accounting 
principles and the Commission’s Uniform System of Accounts; 

The Commission orders that: 

(A) Gulf Power Company dispose of the amount of $10,128,891.26, referred 
to in paragraphs (vb) and (e) hereof, by a credit to utility plant account and 
a concurrent charge to capital surplus; 

(B) Action on the adjustments, other than that described in paragraph (A) 
hereof, proposed in the Company’s petition and described in paragraph (b) 
hereof be held in abeyance pending the reclassification of the company’s ac- 
counts in conformity with the Commission’s Uniform System of Accounts; 

(C) This order shall not be construed as indicating that the amount which 
the company proposes to write off represents the final amount which should 
be disposed of, and is without prejudice to such further action as the Com- 
mission may require following the reclassification of the company’s accounts 
in conformity with the Commission’s Uniform System of Accounts. 


Order authorizing abandonment of certain facilities 
Panhandle Eastern Pipe Line Company 
(Docket No. G-215) 

October 7, 1941 


Upon application of the Panhandle Eastern Pipe Line Company, a corporation 
of the State of Delaware, filed September 15, 1941, for authority under. section 
7(b) of the Natural Gas Act to abandon a branch transmission: line of approxi- 
mately 32 miles in length extending from a point on applicant’s main trans- 
mission line in Franklin County, Kansas, to a point at or near Mildred, 
Kansas; and 

It appearing to the Commission that: 

(a) Pursuant to the Commission’s rules and regulations, public notice of the 
filing of said application was duly given and no protest or objection was re- 
ceived by the Commission ; 
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(bo) After appropriate notice had been given, a public hearing with respect 
to said application was held on September 24, 1941, in Emporia, Kansas, at 
the conclusion of which hearing oral argument was presented on behalf of the 
applicant ; 

The Commission, having considered the said application, the record made 
with respect thereto at the public hearing, and the oral argument presented, 
finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
the State of Delaware, and owns and operates a natural gas pipe line system 
situated in the States of Texas, Oklahoma, Kansas, Missouri and Illinois and is 
engaged in the transportation of natural gas in interstate commerce and in 
the sale of natural gas for resale for utimate public consumption for domestic, 
commercial, industrial, and other uses; 

(2) Applicant seeks permission to remove a certain branch transmission 
line, approximately 32 miles in length, known as the Mildred lateral line, con- 
sisting of an 8-inch pipe line extending from a point on applicant’s said main 
transmission line in Franklin County, Kansas, in a southerly direction to 
Mildred, Kansas; 

(3) The said &inch lateral pipe line was originally constructed for the sole 
purpose of supplying the fuel requirements of the Consolidated Cement Corpo- 
ration’s cement plant at Mildred, Kansas, which service was discontinued within 
three weeks by reason of bankruptcy of the cement company; 

(4) With the exception of the period of approximately three weeks’ service 
to the Consolidated Cement Corporation, the said Mildred lateral line was used 
from the time of construction until September 1, 1941, exclusively for the 
transmission and delivery of natural gas for resale to the Kansas Gas and Fuel 
Company for distribution to domestic consumers in the communities of Kincaid, 
Kansas, and Mildred, Kansas; 

(5) The contract under which applicant supplied gas to Kansas Gas and 
Fuel Company expired by mutual cancellation on August 26, 1941; 

(6) In June or July, 1941, Kansas Gas and Fuel Company entered into a 
contractual arrangement for the supply of gas from The Commercial Gas Pipe 
Line Company, which produces natural gas in the State of Kansas and owns 
a system of natural gas pipe lines for the purpose of serving various communi- 
ties in the general area of Kincaid and Mildred, Kansas: 

(7) On or about September 1, 1941, Kansas Gas and Fuel Company com- 
menced to receive all of its gas requirements for resale in Kincaid and Mildred 
from The Commercial Gas Pipe Line Company and at the same time ceased 
taking any gas from the applicant ; 

(8) Since on or about September 1, 1941, that portion of applicant’s 8inch 
lateral pipe line from its main transmission line to a point just west of Kincaid, 
Kansas, has been disconnected and no person, firm, or corporation is now 
receiving natural gas from said line; 

(9) That portion of applicant’s said 8-inch lateral pipe line extending from 
a point just west of Kincaid, Kansas, to Mildred, Kansas, is presently being 
used for the purpose of serving the requirements of the Kansas Gas and Fuel 
Company in the vicinity of Mildred, Kansas; 

(10) The portion of the said 8-inch Mildred lateral proposed to be removed 
traverses a sparsely settled area of farm lands, in which area applicant has 
made no sales or deliveries of gas, except as referred to in paragraph (4) 
above, and has received no requests for other sales or deliveries of gas in said 
area ; 
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(11) The present gas reserves of The Commercial Gas Pipe Line Company 
appear adequate to enable Kansas Gas and Fuel Company to meet the demands 
of its present and prospective customers in the said communities of Mildred 
and Kincaid, Kansas, for approximately fifteen years; 

(12) Upon reclamation of the said 8-inch Mildred lateral line, applicant pro- 
poses to dispose of the pipe to the Illinois Natural Gas Company, its wholly- 
owned subsidiary, which company is to use the pipe to construct a line from 
Canton, Illinois, to Galesburg, Illinois, to supply gas to the Lllinois lowa Power 
Company for the latter’s distribution systems in the cities of Galesburg, Abing- 
don and Knoxville, Illinois; 

(13) New pipe for the necessary line to supply the said cities of Galesburg, 
Abingdon and Knoxville, Illinois, is unavailable by reason of priorities granted 
to the British Government, thus necessitating the use of reclaimed pipe in the 
construction of the transmission line extending from Canton, Illinois, to 
Galesburg, Illinois; 

(14) Upon reclamation of the portion of the 8-inch Mildred lateral line 
from Kincaid to Mildred, Kansas, applicant will substitute a 2-inch line for 
the purpose of serving the community of Mildred, Kansas; 

(15) The present and future public convenience and necessity permits the 
abandonment by the applicant of its entire said 8-inch Mildred lateral line, ap- 
proximately 32 miles in length, extending from its present interconnection with 
applicant’s main transmission line to a point near Mildred, Kansas; 

The Commission orders that: 

Said applicant, Panhandle Eastern Pipe Line Company, be and it is hereby 
authorized to abandon its said entire 8-inch Mildred lateral line, approximately 
82 miles in length, extending from its present interconnection with applicant’s 
main transmission line to a point near Mildred, Kansas, subject, however, to 
the following conditions: 

(i) That applicant shall substitute in lieu of the present 8-inch line extend- 
ing from Kincaid to Mildred, Kansas, a 2-inch pipe line, such substitution to 
be made without unnecessary interruption of service to the consumers in the 
vicinity of Mildred, Kansas; 

(ii) Within 15 days following the substitution of the said 2-inch supply 
line for the present 8-inch line, applicant shall file a sworn statement advising 
the Commission as to the said substitution and as to the noninterruption of 
natural gas service to the communities of Mildred and Kincaid, Kansas. 


Order authorizing issuance of preliminary permit 
The McLaren Gold Mines Company 
(Project No. 1461) 


October 14, 1941 





Upon application filed September 29, 1937, by The McLaren Gold Mines 
Company, of Cooke, Montana, for preliminary permit for proposed Project 
No. 1461, to be located on Clark’s Fork of the Yellowstone River, in Park 
County, Montana, just below the confluence of the Broadwater and Clark’s 
Fork Rivers, affecting lands of the United States within the Absaroka National 
Forest ; and 

It appearing that: 

(a) The proposed project consists of a log crib storage dam 18 feet high 
and about 100 feet long, a constructed log crib diversion dam across Clark’s 
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Fork, a penstock, a power house with installed capacity of 500 horsepower, 
and a transmission line approximately 9.3 miles long; 

(b) The proposed project is located at the site of an abandoned power 
project formerly authorized by a final power permit issued on May 23, 1912, 
by the Secretary of Agriculture to the now defunct Western Smelting and 
Power Company of Seattle, Washington, which permit was subsequently revoked 
on December 9, 1932; 

(c) Applicant proposes to use the power generated for its own mining, 
smelting and milling operations on lands owned by it; 

(d) At the present time the only industries operating in the general area 
of the proposed project are two mining and milling enterprises, both using 
power produced by Diesel engines, and one operating periodically; the larger 
is owned by the applicant and the other, which is about 2 miles from Cooke, 
could be served by applicant’s proposed transmission line; and the demands of 
Cooke and Silver Gate, Montana, the only towns in the area to which John 
Wight, applicant for preliminary permit for proposed Project No. 1457, pro- 
poses to distribute power, are shortly to be met by a small plant on Republie 
Creek owned and operated by one Maki who has built a transmission line 
about a quarter of a mile in length into the town of Cooke, and is presently 
extending a transmission line to Silver Gate; 

(e) The Acting Secretary, acting for the Secretary of Agriculture, who has 
supervision over the Absaroka National Forest, has reported favorably on the 
application as hereinafter provided ; 

The Commission, having considered the application, the record thereon, and 
the record of the hearing on the application, finds that: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Delaware; 

(2) The application is in direct conflict with the application for preliminary 
permit filed by John Wight for proposed Project No. 1457; 

(3) Public notice of the application was duly given; several interested parties 
claiming ownership of the abandoned power project and the mining properties 
in connection therewith protested formally and informally against issuance of 
a preliminary permit to either the applicant for preliminary permit for pro- 
posed Project No. 1457 or the applicant for preliminary permit for proposed 
Project No. 1461; and, pursuant to the Commission’s September 7, 1940 order, 
a hearing was held on September 23, 1940, in the Federal Building in Missoula, 
Montana, at which full opportunity to be heard was given all interested parties; 

(4) Applicant for preliminary permit for the proposed project has shown by 
satisfactory evidence that: 

(i) It has been for many years, and is now, engaged in the mining and 
milling of ores in the general vicinity of the proposed project and proposes 
to use all power proposed to be developed in its own business in lieu of Diesel 
engine power now used by it; 

(ii) It is fully able financially to develop, operate and maintain the project 
proposed by it; and 

(iii) The proposed project covered by its application for preliminary permit 
will fully develop the hydroelectric resources available at the proposed dam site 
by the storage of water from Broadwater and Curl Lakes; and 

(5) It would be appropriate to authorize issuance of a preliminary permit 
for the proposed project ; and 
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It is ordered that: 
(A) Preliminary permit be issued to the applicant for proposed Project No. 
1461 for a period of two years, subject to the Federal Power Act and the rules 
and regulations of the Commission; 

(B) The preliminary permit for the proposed project shall contain the 
usual conditions and provisions for preliminary permits for such projects and 
the following special provision: 

The permittee shall not during the preliminary permit period build trails 
or roads, or perform any act tending to disfigure the native ground cover 
and vegetation within the Beartooth Primitive area except with the written 
approval of the Regional Forester ; . 

(C) The license for the proposed project, if issued, shall contain the usual 
conditions and provisions for licenses for such projects and the following 
special provisions: 

(i) All dams and structures at or near Broadwater and Curl Lakes shall be 
built in such manner and of such materials as to blend with the landscape, 
to be in keeping with the primitive environment and to insure permanence 
and low expenditure for maintenance ; 

(ii) To maintain so far as practicable the beauties and attractiveness of 
Broadwater and Curl Lakes, the water level in the reservoir of said project 
shall be held at or above the spillway level during the periods when the power 
development is not being operated or a drawdown of the reservoir is not 
necessary for dam repair or economic operation of the project ; 

(iii) No portion of the power structures of said project located above ground 
or visible to the eye shall be within the 500-foot strip of land set aside and 
reserved for the Red Lodge-Cooke City Road by Executive Order 5949; but 
if it is necessary that the transmission line cross said strip of land, such line 
shall be placed underground and the design and construction shall be subject 
to the approval of the Regional Forester ; 

(iv) The location and design of the diverting dam, intake reservoir, power 
conduit, power house, transmission lines, and other temporary or permanent 
power structures shall be subject to the approval of the Regional Forester and 
shall not lessen or detract from the natural attractiveness and beauty near 
and visible to users of the Red Lodge-Cooke City Road; 

dv) In order to prevent a long period of non-use or abandonment, the licensee 
shall expressly agree that in the event of non-use for a continuous period of 
5 years the licensee shall waive all objections to the termination of the license 
and shall agree that, after proper notice sent by registered mail to the last 
address of said licensee, such non-use for a period of 5 years shall constitute 
transfer of title to the United States of such project structures as are con- 
structed on lands of the United States under said license. 


Order authorizing issuance of license (major) 
City of Tacoma 
(Project No. 1862) 
October 14, 1941 


Upon application filed August 20, 1941, by city of Tacoma, Washington, for 
license for the construction, operation, and maintenance of a major project 
on Nisqually River in Thurston, Pierce, and Lewis Counties, Washington, af- 
fecting lands of the United States within the Snoqualmie National Forest; and 
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It appearing that: 

(a) The proposed project will consist of two hydroelectric developments: 

(i) The upstream development, “consisting of a concrete arch dam, to be 
known as the Alder Dam, about 300 feet high, a storage reservoir of about 
147,000 acre-feet usable capacity, a power house at the foot of the dam having 
installed capacity of 69,000 horsepower operating under a gross head of about 
265 feet, a switchyard and a 110,000-volt transmission line about 3 miles long 
extending to a switchyard at La Grande; 

(ii) The downstream development, consisting of a concrete gravity diversion 
dam, designated as La Grande Dam, about 200 feet high, a regulating reservoir 
of about 10,000 acre-feet capacity, a concrete-lined tunnel through rock 14% feet 
in diameter and about 6,500 feet long, a surge tank, steel penstocks, a power 
house having installed capacity of 87,000 horsepower, operating under a gross 
head of 420 feet, a switchyard, and a 110,000-volt transmission line about 34 
miles long to the Tideflats substation at Tacoma ; 

(b) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, who has supervision 
over the Snoqualmie National Forest, has reported favorably on the application ; 

(c) The Secretary of the Interior has been invited to report on the applica- 
tion but to date no report has been received ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The applicant is a municipality organized under the laws of the State 
of Washington and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project ; 

(2) No other application for the use of the aforesaid lands or in conflict 
therewith is before the Commission ; 

(3) The project does not affect any Government dam and is best adapted 
to a comprehensive plan for the improvement and utilization of water power 
development and for other beneficial public uses, including recreational 
purposes ; 

(4) The issuance of a license as hereinafter provided will not interfere or 
be inconsistent with the purposes for which the Snoqualmie National Forest 
was created or acquired, nor will it affect the development of any water power 
resources for public purposes which should be undertaken by the United 
States itself; 

(5) The horsepower capacity hereinafter authorized to be installed in the 
project is 156,000 horsepower (69,000 horsepower in the upstream development 
and 87,000 horsepower in the downstream development) and the energy gen- 
erated thereby will be used for various public purposes, industries, and for 
municipal power and light within and tributary to the city of Tacoma; 

(6) The amount of annual charges to be paid under the license for the 
purposes of reimbursing the United States for the costs of administration of Part 1 
of the Federal Power Act, and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified or 
provided for ; 

(7) In accordance with section 10 (d) of the Act, the rate of return upon the 
net investment in the project and the proportion of surplus earnings to be paid 
into and held in amortization reserves are reasonable as hereinafter specified ; 

(8) All the necessary maps, plans, and specifications designated in the ap- 
plication as Exhibits J, K, L and M have not yet been filed by the applicant; 
and 
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It is ordered that: 
(A) A license be issued to the applicant for a period of 50 years for the 
construction, operation, and maintenance of the project on the aforesaid lands 
of the United States, subject to the provisions of the Act and the rules and 
regulations of the Commission thereunder ; 

(B) The license shall contain the usual conditions and provisions for licenses 
for such projects on such lands, any conditions that may reasonably be required 
by the Secretary of the Interior for the adequate protection and utilization of 
the lands of the United States under his supervision which are involved, and 
the following special provisions: 

(i) The licensee shall begin construction of the project works within 3 
months from the date of the license and shall thereafter in good faith and 
with due diligence prosecute and complete such construction by July 1, 1944; 

(ii) The licensee shall make such foundation investigations as may be 
required by the Commission’s representative having supervision over construc- 
tion of the project, and shall before or during construction submit for the 
Commission’s approval such additional detailed plans of dams and other 
structures as may be required by the Commission; 

(iii) The licensee shall at any time during the license period when required 
to do so by rule, regulation or order of the Commission make such changes or 
modifications in the design or structures of the project and shall take such 
other steps as in the Commission’s judgment may be necessary to safeguard 
life, health, and property ; 

(C) The license shall provide that, after the first 20 years of operation of 
the project under the license, 6 percent per annum shall be the specified rate 
of return on the net investment in the project for determining surplus earnings 
in accordance with the provisions of section 10 (d) of the Act, for the estab- 
lishment and maintenance of amortization reserves to be held until the termina- 
tion of the license, or in the discretion of the Commission, to be applied from 
time to time in reduction of the net investment in the project, and one-half 
of all surplus earnings in excess of 6 percent per annum received in any 
calendar year shall be paid into and held in such amortization reserves; 

(D) Subject to the provisions of section 10 (e) of the Act and the rules and 
regulations of the Commission, the licensee shall pay to the United States the 
following annual charges as hereinafter fixed and specified or provided for: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the horse- 
power capacity authorized to be installed by this license (156,000 horsepower), 
plus two and one-half (2%) cents per 1,000 kilowatt-hours of energy generated 
by the project during the fiscal year ended June 30 preceding the submission of 
a bill therefor by the Commission ; 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, an amount hereafter to be determined by 
the Commission ; 

(E) The applicant shall, within 6 months of the date of this order submit 
the necessary maps, plans and specifications, referred to in finding (8) above, 
in conformity with the Commission’s rules and regulations, which, when ap- 
proved by the Commission, shall become part of the license for the project. 








APPENDIX—ORDERS 
Order requiring delivery of electric energy 
Duke Power Company 
(Docket No. IT-5740) 
October 21, 1941 


The Federal Power Commission having determined on July 27, 1941, that 
an emergency, under section 202 (c) of the Federal Power Act, exists in the 
southeastern area of the United States by reason of a sudden increase in the 
demand for electric energy coupled with a shortage thereof, a shortage of 
facilities for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes, which determination is by 
reference made a part hereof; and 

It appearing to the Commission that: 

(a) Thereafter, pursuant to the request of the Federal Power Commission, 
arrangements were made by and between the Duke Power Company and certain 
other companies for the delivery of electric energy at the points and for the 
purposes as follows: 

(i) Duke Power Company and Carolina Aluminum Company at Badin, North 
Carolina, for the production of aluminum ; 

(ii) Duke Power Company and Carolina Power & Light Company at Green- 
ville, South Carolina, for delivery to the Tennessee Valley Authority for dis- 
tribution for the production of aluminum and other defense materials; 

(iii) Duke Power Company and Georgia Power Company, an operating unit 
of the Commonwealth and Southern Corporation’s interconnected system, at 
Tallulah Falls, Georgia, for delivery to the Tennessee Vailey Authority for 
distribution for the production of aluminum and other defense materials ; 

(iv) Duke Power Company and South Carolina Electric and Gas Company, 
for delivery by the latter at Trenton, South Carolina, through the South Caro- 
lina Power Company to the aforesaid Georgia Power Company, for delivery 
to the Tennessee Valley Authority for distribution ‘for the production of 
aluminum and other defense materials; 

(b) Delivery of electric energy has been and is now being made in accord- 
ance with the arrangements described in paragraph (a) hereof; 

The Commission finds that: 

(1) The continued delivery of electric energy in accordance with the 
arrangements described in paragraph (a) hereof will aid in meeting the 
emergency and will serve the public interest ; 

(2) In order further to provide for meeting the emergency and serving the 
public interest, it is necessary that Duke Power Company not only continue 
the delivery of electric energy in accordance with the arrangements hereto- 
fore made and entered into, as described in paragraph (a) hereof, but also 
in addition deliver, from its hydroelectric plants and/or steam electric plants 
and/or from energy which it purchases under contracts with others, (i) to 
Carolina Aluminum Company at Badin, North Carolina, additional energy in 
amounts up to 15,000 kilowatts for the production of aluminum so long 
as energy in required amounts is not available to Carolina Aluminum Com- 
pany from other sources and (ii) to the Georgia Power Company at Tallulah 
Falls, Georgia, or to South Carolina Electric and Gas Company for delivery 
through South Carolina Power Company to the aforesaid Georgia Power 
Company at Augusta, Georgia, all available additional energy in the amount 
of not less than 3 million kilowatt-hours per week during the hours from 
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6:00 a. m., to midnight on week days, except when transmission line or gen- 
erating unit outages necessitate reduction in such deliveries, for ultimate 
delivery to the Tennessee Valley Authority for distribution for the production 
of aluminum and other defense materials ; 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, and subject to further order, the Commission orders that: 

(A) Duke Power Company continue to deliver, in accordance-with the ar- 
rangements entered into pursuant to the request of the Federal Power Com- 
mission and described in paragraph (a) hereof, electric energy in an aggre- 
gate amount per week equivalent to that delivered during the week ending 
October 18, 1941, as shown by the log sheets of Duke Power Company, except 
when transmission line or generating unit outages necessitate reduction in 
such deliveries ; 

(B) In addition to the energy currently being delivered in accordance with 
the arrangements described in paragraph (a) hereof and required to be 
delivered by paragraph (A) above, Duke Power Company (i) deliver to Caro- 
lina Aluminum Company at Badin, North Carolina, additional energy in 
amounts up to 15,000 kilowatts for the production of aluminum so long as 
energy in required amounts is not available to Carolina Aluminum Company 
from other sources and (ii) deliver to Georgia Power Company at Tallulah 
Falls, Georgia, or to South Carolina Electric and Gas Company for delivery 
through South Carolina Power Company to the aforesaid Georgia Power Com- 
pany at Augusta, Georgia, all available additional energy in the amount of 
not less than 3 million kilowatt-hours per week during the hours from 6:00 
a. m., to midnight on week days, except when transmission line or generating 
unit outages necessitate reduction in such deliveries, for ultimate delivery to 
the Tennessee Valley Authority for distribution for the production of aluminum 
and other defense materials; 

(C) Duke Power Company submit to the Commission at the end of each 
week a report in which there shall be set forth the amounts of energy de- 
livered during the week to the companies and at the points hereinbefore des- 
ignated and the circumstances, if any, which may have necessitated a reduction 
in the amount of energy required to be delivered by the terms of paragraphs 
(A) and (B) of this order; 

(D) The arrangements heretofore made and entered into by and between 
the Duke Power Company and certain other companies as described in para- 
graph (a) hereof and the deliveries of energy thereunder be and the same are 
hereby approved and shall be of the same effect as if ordered by the Federal 
Power Commission in accordance with the provisions of section 202 (c) of the 
Federal Power Act. 


Order permitting Peoples Gas Company to intervene 
United Gas Pipe Line Company 
(Docket No. G-216) 


October 28, 1941 


It appearing to the Commission that: 

(a) On October 24, 1941, Peoples Gas Company filed a petition to intervene 
herein ; 

(b) Peoples Gas Company is served with natural gas by United Gas Pipe 
Line Company at the city gate of Port Arthur, Texas; 
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(c) The participation of Peoples Gas Company in the above entitled pro- 
ceedings may be in the public interest; 

The Commission orders that: ~ 

Peoples Gas Company be and it is hereby permitted to become an inter- 
vener and party to these proceedings, subject to the rules and regulations of 
the Commission; provided, however, that the admission of Peoples Gas Com- 
pany as an intervener and party to the proceedings herein shall not be con- 
strued as recognition by the Commission that such party might be aggrieved by 
any order of the Commission issued in these proceedings. 


Order relating to classification and amortization of certain extraordinary 
property losses 


Portland General Electric Company 
(Docket No. IT-5702) 
October 28, 1941 


Upon application filed June 23, 1941, and verification thereto filed July 9, 
1941, by Portland General Electric Company, licensee under license for Project 
No. 135, for permission to charge to Account 141, extraordinary property losses, 
the amount of $18,240.33 representing the loss pertaining to the retirement of a 
section of the road previously used in cennection with the company’s Oak Grove 
Project and to amortize said amount by equal monthly charges to Account 
506, property losses chargeable to operations, over a three year period com- 
mencing June 1, 1941; 

It appearing to the Commission that: 

(1) The company has abandoned 833 linear feet of road situated along the 
west side of the surge tank knoll above the Station “P” power house for the 
purpose of eliminating heavy maintenance expenditures on three wooden 
bridges located in this particular section of the road, and for the reason that 
a new road was constructed around the north side of said knoll to provide a 
more direct route to the dam; 

(2) Account 141, extraordinary property losses, of the Uniform System 
of Accounts Prescribed for Public Utilities and Licensees provides, in part, 
as follows: 

This account shall include, when so authorized or directed by the Com- 
mission, losses in service value of property abandoned or otherwise retired 
from service which are not provided for by the depreciation or other reserves 
and which could not reasonably have been foreseen and provided for. * * * 

(3) The abandonment of this property represents a loss which has not 
been anticipated by the company through the creation of amortization reserves ; 

(4) The loss is an appropriate charge to operation and, therefore, should 
be charged to Account 506, property losses chargeable to operations, of the 
aforementioned Uniform System of Accounts; 

It appearing further from other matters of record and in the files of the 
Commission, furnished by the company, that: 

(5) The company could absorb this charge in its 1941 operations and that 
such charge would not over-burden the company ; 

Therefore, the Commission orders that: 

(A) Permission is hereby granted the company to charge the loss, in the 
amount of $18,240.33, to Account 141, extraordinary property losses, and to 


324886—43—Vol. 2———_70 





1058 FEDERAL POWER COMMISSION 


amortize this amount by equal monthly charges to Account 506, property losses 
chargeable to operations, over a period ending December 31, 1941; 

(B) The permission herein granted is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any future proceeding 
before the Commission ; 

(C) The permission herein granted shall not be construed to relieve the 
company from compliance with the provisions of the Federal Power Act to 
which it is subject by virtue of its being a “licensee” within the meaning 
of that term as used in the said Act, nor to relieve the company from com- 
pliance with provisions and conditions of the license instrument for Project 
No. 135, and the amendments thereto. 


. 


Order authorizing issuance of license (minor) 
State of Washington, Department of Highways 
(Project No. 1841) 

October 28, 1941 


Upon application filed February 15, 1941, by the State of Washington, 
Department of Highways, with headquarters at Olympia, Washington, for 
license to authorize the construction, operation, and maintenance of minor 
Project No. 1841 located at Lanham Creek, tributary of Mill Creek, in Chelan 
County, Washington, and affecting lands of the United States within the 
Wenatchee National Forest; and 

It appearing that: 

(a) The project, construction of which began October 1, 1940, consists of 
a diversion dam of log construction 5.5 feet high by 32 feet long; 1,020 feet of 
10 inch and 8 inch steel pipe line; a power house of concrete and wood-frame 
construction containing a 32 horsepower impulse wheel operating under a 
static head of 155 feet and a 20 kw electric generator; a tailrace about 250 
feet long; a 110/220 volt transmission line 150 feet long; and occupies 0.28 
acre of land within the Wenatchee National Forest ; 

(b) The Acting Chief, Forest Service, under authority delegated by the 
Acting Secretary, acting for the Secretary of Agriculture, has reported 
favorably on the application for license; 

(c) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the application ; 

The Commission, having considered the application and the project record, 
finds that: 

(1) The applicant is an agency of the State of Washington and has submit- 
ted satisfactory evidence of compliance with the requirements of all applicable 
State laws insofar as necessary to effect the purposes of a license for the 
project ; 

(2) No other application for the use of the aforesaid lands or in conflict there- 
with is before the Commission ; 

(3) The project does not affect any Government dam or the development of 
any water resources for public purposes which should be undertaken by the 
United States itself; 

(4) The issuance of a license as hereinafter provided will not interfere or 
be inconsistent with the purposes for which the Wenatchee National Forest 
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was created or acquired, nor with any reservation or withdrawal of public 
lands ; ~~ 

(5) The installed horsepower capacity of the project hereinafter authorized 
is 32 horsepower and the energy generated thereby is used by applicant for 
private lighting, power and heating; 

(6) The map and specifications filed as part of the application and designated 
as Exhibits F (FPC No. 1841-1) and G, respectively, conform to the Commis- 
sion’s rules and regulations ; 

(7) In issuing the license as hereinafter provided, it will be to the public 
interest to waive the following terms and conditions of Part I of the Federal 
Power Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
War and to public notice; 6, insofar as it relates to public notice and to the 
uecceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to depre- 
ciation reserves; 10 (d); 10 (f); 11; 12; 14; 15; 18, except insofar as it 
relates to fishways; 19; 20; 22; and 23 (a), insofar as it relates to the deter- 
mination of fair value; and 

It is ordered that: 

(A) A license be issued to applicant without charge for the operation and 
maintenance of the project on the aforesaid lands of the United States for a 
period of 10 years from October 1, 1940; 

(B) The license shail contain the usual conditions and provisions for li- 
censes for such projects on the lands of the United States involved; 

(C) The map and specifications specified in finding (6) above be and they 
hereby are approved for incorporation in the license; 

(D) In issuing the license, the terms and conditions of Part I of the 
Act set forth in finding (7) above be and they hereby are waived to the 
extent therein specified. 


Order amending order of June 27, 1941, requiring interconnection of facilities 


Georgia Power and Light Company, Florida Power Corporation and Georgia 
Power Company 


(Docket No. IT-5709) 
November 1, 1941 


Upon consideration of the request filed October 24, 1941, by Florida Power 
Corporation and the request filed October 31, 1941, by Georgia Power and Light 
Company and Florida Power Corporation that Paragraph (A) of the Commis- 
sion’s order of June 27, 1941, in the above matter be amended to require 
the Florida Power Corporation instead of the Georgia Power and Light Com- 
pany to take the necessary steps to provide for the financing and construction 
of the portion of the 110,000-volt circuit from the Georgia-Florida State line 
to Barneyville, Georgia ; 

The Commission finds that: 

It is necessary and appropriate under section 202 (c) of the Federal Power 
Act that the Commission’s aforesaid order of June 27, 1942 be 


27, amended as 
hereinafter provided; and 
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The Commission orders that: 

Paragraph (A) of the Commission’s aforesaid order of June 27, 1941 be 
amended to read as follows: 

The Florida Power Corporation and the Georgia Power Company to take 
the necessary steps to construct and, during the period of the emergency, main- 
tain and operate a 110,000-volt circuit between the Florida Power Corpora- 
tion substation at Jasper, Florida, and the Georgia Power Company substation 
at Tifton, Georgia, and install the necessary transformer, switching and other 
equipment for the proper operation of the said circuit, the Florida Power 
Corporation to take the necessary steps to provide for the financing and con- 
struction of the portion of the circuit from its substation at Jasper, Florida, 
to Barneyville, Georgia, and the Georgia Power Company to take the neces- 
sary steps to provide for the financing and construction of the portion of 
the circuit between Barneyville, Georgia, and its substation at Tifton, Georgia; 
and to provide for such generation, delivery, interchange and transmission of 
electric energy as will best meet the emergency and serve the public interest. 


Order requiring delivery and transmission of electric energy 


South Carolina Power Company, Georgia Power Company, Alabama Power 
Company, Mississippi Power Company, Gulf Power Company and South 
Carolina Electric and Gas Company 


(Docket No. IT-5742) 
November 3, 1941 


The Federal Power Commission having determined on July 27, 1941 that 
an emergency, under section 202 (c) of the Federal Power Act, exists in the 
southeastern area of the United States by reason of a sudden increase in 
the demand for electric energy ‘coupled with a shortage thereof, a shortage of 
facilities for the generation and transmission of electric energy, a shortage 
of water for generating facilities, and other causes, which determination is 
by reference made a part hereof; and 

It appearing to the Commission that: 

(a) On April 15, 1941, an agreement was made and entered into between 
South Carolina Public Service Authority and South Carolina Power Company 
by the terms of which agreement South Carolina Power Company through its 
affiliated companies is required to supply power and energy up to 10,000 kilo- 
watts of demand for use by a “new ferrous-alloy industry at Charleston,” South 
Carolina ; 

(b) The agreement described in paragraph (a) hereof has been filed with 
this Commission and has been designated as South Carolina Power Company 
Rate Schedule FPC No. 7; 

(c) The “affiliated companies” referred to in paragraph (a) hereof are: 

Georgia Power Company, Alabama Power Company, Mississippi Power Company, 
and Gulf Power Company ; 

(ad) The “new ferrous-alloy industry” referred to in paragraph (a) hereof 
is Pittsburgh Metallurgical Company, Inc. ; 

(e) Pittsburgh Metallurgical Company, Inc., is engaged in the manufacture 
of materials essential to national defense ; 

(f) South Carolina Power Company has been and is now delivering to 
Pittsburgh Metallurgical Company, Inc., the power and energy necessary to 
operate two electric furnaces of approximately 2.000 kilowatt capacity each; 
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(g) Pittsburgh Metallurgical Company, Inc., will place in operation on No- 
vember 3, 1941, a third electric furnace of approximately 2,000 kilowatt 
capacity ; 

The Commission finds that: 

(1) The continued delivery of electric energy to supply the two electric 
furnaces referred to in paragraph (f) hereof will aid in meeting the emer- 
gency and will serve the public interest ; 

(2) In order further to provide for meeting the emergency and serving the 
public interest, it is necessary that South Carolina Power Company through 
its affiliated companies, Georgia Power Company, Alabama Power Company, 
Mississippi Power Company and Gulf Power Company, not only continue the 
delivery of electric power and energy as described in paragraphs (f) and (1) 
hereof but also in addition deliver upon demand of Pittsburgh Metallurgical 
Company, Inc. sufficient power and energy to operate the electric furnace of 
approximately 2,000 kilowatt capacity which is scheduled to go into opera- 
tion on November 8, 1941; 

(3) It is necessary in consummating the delivery of electric power and 
energy by South Carolina Power Company through its affiliated companies, 
Georgia Power Company, Alabama Power Company, Mississippi Power Com- 
pany, and Gulf Power Company to Pittsburgh Metallurgical Company, Inc., 
to use for transmission purposes the facilities of South Carolina Electric and 
Gas Company, and the use of such transmission facilities will aid in meeting 
the emergency and will serve the public interest; 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, and subject to further order, the Commission orders that: 

(A) South Carolina Power Company continue to deliver the power and 
energy now being delivered by it to Pittsburgh Metallurgical Company, Ine. to 
supply two electric furnaces of approximately 2,000 kilowatt capacity each, and 
in addition thereto, upon demand of Pittsburgh Metallurgical Company, Ince., 
deliver to Pittsburgh Metallurgical Company, Inc., sufficient power and energy 
to operate the third electric furnace of approximately 2,000 kilowatt capacity 
which is to go into operation on November 3, 1941; 

(B) The affiliated companies, Georgia Power Company, Alabama Power 
Company, Mississippi Power Company and Gulf Power Company supply to 
South Carolina Power Company all the power and energy necessary to enable 
the latter company to supply the demand of Pittsburgh Metallurgical Com- 
pany, Inc. as required in paragraph (A) hereof, to the extent that such 
power and energy cannot be provided by the facilities of the South Carolina 
Power Company ; 

(C) South Carolina Electric and Gas Company make available to South 
Carolina Power Company and its affiliated companies, Georgia Power Com- 
pany, Alabama Power Company, Mississippi Power Company and Gulf Power 
Company transmission facilities which are necessary to consummate the deliv- 
ery of power and energy required to be delivered by the terms of paragraphs 
(A) and (B) hereof; 

(D) No part of the energy required to be delivered by the terms of this order 
shall be diverted from or supplied from energy which is required to be deliv- 
ered under and in accordance with the terms of the Commission’s order of 


October 21, 1941, In the Matter of Duke Power Company, Docket No. IT- 
5740. 
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Order authorizing amendment of license (major) and approving installation 
of additional generating capacity 


Emma Rose and Hobart Estate Company 
(Project No. 95) 
November 4, 1941 





Upon application filed October 8, 1940, by Emma Rose and Hobart Estate 
Company, licensees for major Project No. 95, for amendment of license to 
provide for an extension of the time specified therein for completion of con- 
struction of the unconstructed portion (Part 2) of the ‘project works, from 
December 31, 1940 to December 31, 1943, or to such time as the Commission 
may find that market conditions require; and 

It appearing that: 

(a) The application states that the granting of the application for extension 
of time “will be in the public’s interest since the possible loss 6f load to licensees, 
the necessity of licensees increasing their own standby if increased load does 
accrue, the greater efficient use of water already developed, all render the 
immediate completion of Project No. 95, uneconomic” ; 

(b) The licensees, without first securing the Commission’s approval, as stipu- 
lated in Article 31 of the license, have increased the installation of the Angels 
power house from 750 to 1876 horsepower ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The license, further amended as hereinafter provided will not alter any 
of the basic facts upon which the license was issued, nor will it require public 
notice ; 

(2) It will be consistent with the public interest to grant an extension of 
time ; 

(3) It will be appropriate to approve the installation in connection with 
Angels power house inasmuch as the licensees acted in good faith, their failure 
to comply with the requirements of Article 31 of the license having been unin- 
tentional, and the installation of additional generating capacity in the Angels 
power house is a desirable improvement in their generating facilities; and 

It is ordered that: 

(A) The license for Project No. 95 be further amended to extend the time 
for completing construction of the unconstructed portion (Part 2) of the project 
works from December 31, 1940 to December 31, 1943, or to such prior date as 
the Commission may hereafter by its order direct; 

(B) Approval be and it is hereby given for the installation of the additional 
generating capacity in the Angels power house. 


Order approving accounting entries and canceling hearing 
Iowa Union Electric Company 
(Docket No. IT-5685) 
November 6, 1941 


It appearing to the Commission that: 
(a) On December 27, 1938, Iowa Union Electric Company, formerly Keokuk 
Electric Company, hereinafter referred to as company, filed and submitted pro- 
posed reclassification and original cost studies required by electric plant accounts 
instruction 2—D of the Commission’s Uniform System of Accounts Prescribed 
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for Public Utilities and Licensees, effective January 1, 1937, and the Commis- 
sion’s order of May 11, 1937, for its properties and acquired properties, Dallas 
City Light Company and Fort Madison Electric Company ; 

(b) The Commission’s staff has made a field study of the company’s proposed 
reclassification and original cost studies of electric plant and submitted a report 
entitled “Report on the Original Cost Study of Electric Plant of Iowa Union 
Electric Company, formerly Keokuk Electric Company, and Acquired Companies, 
Fort Madison Electric Company and Dallas Light Company, as at December 31, 
1936” ; 

(c) The Commission’s staff report was transmitted to the company on Sep- 
tember 29, 1939, with a request that the accounting adjustments indicated in 
the report be made, and copies of adjusting journal entries be submitted; 

(d@) Under date of November 25, 1940, there was transmitted to the company, 
as a result of correspondence, conferences, and the submission of additional 
data, a supplemental report in which a revised allocation of the differences 
between original cost and book cost of certain gas, electric and railway 
properties of the companies named in paragraph (@) hereof, was made, and 
at the same time the company was requested to submit a plan for the immediate 
disposition of the amounts established in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments, by said 
supplemental report ; 

(e) By order adopted April 1, 1941, the Commission ordered that the com- 
pany show cause at a public hearing why the adjustments proposed in the 
Commission’s staff report should not be made and why disposition of the 
amounts established by such report in Account 100.5, electric plant acquisition 
adjustments, and Account 107, electric plant adjustments, should not be made; 

(f) Thereafter, by petition filed with the Commission on June 7, 1941, the 
company requested the Commission's approval of certain journal entries re- 
classifying its electric, gas and railway plant accounts and of certain plans 
of disposition of amounts included in Account 100.5, electric plant acquisition 
adjustments, Account 107, electric plant adjustments, gas plant acquisition 
adjustments and gas plant adjustments, within Account 108, other utility plant, 
and street railway plant acquisition adjustments and street railway plant 
adjustments, within Account 108, other utility plant; all in accordance with 
the adjustments proposed by the Commission's Staff in their “Report on the 
Original Cost Study of Electric Plant of Iowa Union Electric Company, for- 
merly Keokuk Electric Company, and Acquired Companies, Fort Madison Elec- 
tric Company and Dallas City Light Company, as at December 31, 1936” with 
certain minor modifications thereof ; 

(g) The proposed journal entries referred to in paragraph (f) hereof will 
establish an amount of $209,266.58 in Account 100.5, electric plant acquisition 
adjustments, which amount the company proposes to dispose of as follows: 


To Account 250, reserve for depreciation, representing the excess 
of purchase cost over original cost of properties acquired by Fort 
Madison Electric Company and Dallas City Light Company, spe- 
cifically provided for in the companies’ annual provision for 


eee i: OB ae ee mee = 
From Account 250, reserve for depreciation, representing the exam- 

iners’ adjustment of the amount of such reserve applicable to 

acquired property (5, 230. 02) 
To. Account 250, reserve for depreciation, representing the portion 

of the cost of changing customers’ appliances of Keokuk Electric 

Company specifically provided for in the company’s annual pro- 

vision for depreciation from 1929 to 1940 
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To Account 250, reserve for depreciation, representing the portion 

of the excess of purchase cost over original cost of properties 

acquired by Keokuk Electric Company specifically provided for 

in the company’s annual provision for depreciation from 1929 

to 1940 
To Account 271, earned surplus, representing the excess of purchase 

cost over original cost of properties acquired by Fort Madison 

Electric Company and Dallas City Light Co_._--------------__ 
To Account 271, earned surplus, representing the examiners’ adjust- 

ment of the amount of reserve for depreciation applicable to such 

acquired property (Account 250 contra) -_.----._-_--_-= 
To Account 271, earned surplus, representing the entire cost of 

changing customers’ appliances of Fort Madison Electric Com- 

pany and Dallas City Light Company_-_-_- do ba ce ee eager 
To Account 271, earned surplus, representing that portion of the 

cost of changing customers’ appliances of Keokuk Electric Com- 

pany not provided for by annual provision for depreciation __ é , 009. 55 
To Account 271, earned surplus, representing adjustment of esti- 

mated original cost of parcel of land located in Fort Madison, 

Iowa, which parcel had originally been acquired by Fort Mad- 

ison Electric Company , 100. 00 
From Account 271, earned surplus, representing the adjustment of 

retirements as between acquired and constructed property__ ~~~ (217. 62) 
To Account 537, miscellaneous amortization, representing balance 

of excess of book cost over original cost to be amortized over a 

period of not more than five years through this account beginning 

with the year 1941, in equal annual installments_____._____-_______ 90, 138. 81 


Total 


(h) The proposed journal entries referred to in paragraph (f) hereof will 
establish an amount of $144,051.12 in Account 107, electric plant adjustments, 
which amount the company proposes to dispose of as follows: 


To Account 250, reserve for depreciation, representing unrecorded 

retirements $35, 034. 09 
To Account 250, reserve for depreciation, representing non-existent 

property 14, 433. 61 
To Account 250, reserve for depreciation, representing that por- 

tion of a syndicate write-up of the plant specifically provided 

for in the company’s annual provision for depreciation from 

34, 924. 82 

To Account 271, earned surplus, representing the balance of a syn- _ 

dicate write-up of plant 52, 387. 24 
To Account 271, earned surplus, representing cost of expired fran- 

chises and other items improperly included in organization 

account 7, 030. 38 
To Account 271, earned surplus, representing operating expenses 

improperly capitalized 


144, 051. 12 


(i) The proposed journal entries referred to in paragraph (f) hereof will 
establish an amount of $96,148.06 in gas plant acquisition adjustments within 
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Account 108, other utility plant, which amount the Company proposes to dis- 
pose of as follows: -3 


To Account 250, reserve for depreciation, representing that portion 

of the excess of purchase cost over original cost of gas prop- 

erties acquired by Keokuk Electric Company specifically provided 

for in the company’s annual provision for depreciation from 

1929 to 1940 . $38, 459. 22 
To Account 537, miscellaneous amortization, representing balance 

of excess of book cost over original cost to be amortized over a 

period of not more than five years through this account beginning 

with the year 1941, in equal annual installments_______.__-_-___ 57, 688. 84 


Total ceed ec alleen alin Siete an tet ee hg a ear gen meee ence. 


(j) The proposed journal entries referred to in paragraph (f) hereof will 
establish an amount of $55,879.72 in gas plant adjustments within Account 


108, other utility plant, which amount the company proposes to dispose of as 
follows: 


To Account 250, reserve for depreciation, representing that portion 
of a syndicate write-up of plant, specifically provided for in 
the company’s annual provision for depreciation from 1929 


OO SOG ses Sh ee le ee Lee aee ee 


To Account 271, earned surplus, representing the balance of a syn- 
dicate write-up of plant ' 33, 527. 83 


Total . = _. 55, 879.72 


(k) The proposed journal entries. referred to in paragraph (f) hereof will 
establish an amount of $54,083.28 in railway plant acquisition adjustments 
within Account 108, other utility plant, which the company proposes to dis- 
pose of as follows: 


To Account 250, reserve for depreciation, representing that portion 

of the excess of purchase cost over original cost of railway prop- 

erties acquired by Keokuk Electric Company specifically provided 

for in the company’s annual provision for depreciation from 

1929 to 1940 $21, 633. 31 
To Account 271, earned surplus, representing the balance of excess 

of purchase cost over original cost of railway properties acquired 

by Keokuk Electric Company, which properties have since been 

abandoned ‘ 32, 449. 97 


Total 


(1) The proposed journai entries referred to in paragraph (f) hereof will 
establish an amount of $31,432.34 in railway plant adjustments within Ac- 


count 108, other utility plant, which amount company proposes to dispose of 
as follows: 


To Account 250, reserve for depreciation, representing that portion 

of a syndicate write-up of plant, specifically provided for in the 

company’s annual provision for retirements from 1929 to 1940_. $12, 572. 94 
To Account 271, earned surplus, representing the balance of a syn- 

dicate write-up of plant 
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The Commission finds that: 

The proposed journal entries and the plans for disposition of the amounts 
established in Account 100.5, electric plant acquisition adjustments, Account 
107, electric plant adjustments, gas plant acquisition adjustments and gas 
plant adjustments within Account 108, other utility plant, and street railway 
plant acquisition adjustments and street railway plant adjustments, within 
Account 108, other utility plant, submitted in the petition filed on June 7, 1941, 
and described in paragraphs (g) to (7) hereof, are in conformity with correct 
accounting principles and the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees; 

The Commission orders that: 

(A) The proposed journal entries submitted by the company in its petition 
filed with the Commission on June 7, 1941, be and they are hereby approved; 

(B) The company dispose of the amounts of $209,266.58, established in Ac- 
count 100.5, electric plant acquisition adjustments, $144,051.12 established in 
Account 107, electric plant adjustments, $96,148.06, established in gas plant 
acquisition adjustments within Account 108, other utility plant, $55,879.72, 
established in gas plant adjustments within Account 108, other utility plant, 
$54,083.28 established in railway plant acquisition adjustments within Account 
108, other utility plant, and $31,432.34, established in railway plant adjustments 
within Account 108, other utility plant, respectively, as described in paragraphs 
(g), (h), (1), (Gi), (ke), and (1) hereof; 

(C) The proposed journal entries submitted by the company as a part of 
its petition filed on June 7, 1941, reflecting the accounting disposition of the 
amounts referred to in paragraph (B) hereof be and they are hereby approved ; 

(D) Permission granted herein shall not be construed as a finding with 
respect to the original cost of the properties of said company ; 

(E) The order to show cause, adopted on April 1, 1941, in the above entitled 
matter, be and the same is hereby dismissed, and the hearing now set for 
November 10, 1941, be and it is hereby cancelled. 


Order approving disposition of amounts in account 100.5, electric plant acquisi- 
tion adjustments, and in account 107, electric plant adjustments 


Wisconsin Central Utilities Company 
(Docket No. IT-5717) 
November 12, 1941 


It appearing to the Commission that: 

(a) On January 27, 1941, Wisconsin Central Utilities Company, hereinafter 
referred to as company; submitted proposed reclassification and original cost 
studies required by electric plant accounts instruction 2-D of the Uniform Sys- 
tem of Accounts Prescribed for Public Utilities and Licensees, and the Com- 
mission’s order of May 11, 1937; 

(b) By letter dated May 2, 1941, the company was notified that its reclas- 
sification and original cost studies had been accepted for filing, “but” that 
“such acceptance under no circumstances shall be construed as approving 
the figures contained therein; on the contrary, the Commission reserves the full 
right at any time in the future to make such examination and analysis of the 
study submitted, including an examination of the books of accounts and other 
documents in the possession of the company as it may deem warranted, and 
to order such adjusting entries as may be appropriate.” 
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(ec) The following summary reflects the results of the company’s reclas- 
sification : x 


Title of account: 
100 = Electric plant. 
100.1 Electrie plant in service 
100. 3 Construction work in progress 
100.5 Electrie plant aequisition adjustments 


Total electric plant 
107 +=Blectriec plant adjustments_._._......_.... 


Total accounts 100-107 


(d) A report covering the results of the company’s studies has been prepared 
by the staff of the Public Service Commission of Wisconsin; 

(e) An examination of the report referred to in paragraph (d) hereof shows 
complete agreement therein with the results of the company’s studies; 

(f) The Commission’s staff has made, no field study of the company’s re- 
classification and original cost studies as submitted and filed; 

(g) On July 14, 1941, the company filed with the Commission an application 
requesting the Commission’s approval of its plan of disposition of the amount 
of $11,408.25 included in Account 100.5, electric plant acquisition adjustments, 
and its plan of disposition of the $9,535.19 included in Account 107, electric 
plant adjustments ; 

(h) As shown by the company’s reclassification and original cost studies, 
referred to in paragraph (a) hereof, the items included in Account 107, electric 
plant adjustments, consist of an amount of $4,971.19 representing unrecorded 
retirements of transmission and distribution plant, and an amount of $4,564 
representing excess of reproduction cost over original cost of La Farge Electric 
Company, a predecessor company ; 

(i) The company proposes to dispose of the amount of $11,408.25 included 
in Account 100.5, electric plant acquisition adjustments, by charging an amount 
of $4,470 to Account 252, reserve for amortization of electric plant acquisition 
adjustments, and an amount of $6,938.25 to Account 270, capital surplus; 

(j) The company proposes to dispose of the amount of $9,535.19 included 
in Account 107, electric plant adjustments, by charging an amount of $4,971.19 
to Account 250, reserve for depreciation of electric plant, and an amount of 
$4,564 to Account 270, capital surplus; 

(k) The plans of disposition proposed in the company’s application, and 
described in paragraphs (i) und (j) above, were approved by the Public Service 
Commission of Wisconsin on September 11, 1941; 

(1) Accounts 100.5 and 107 of the Uniform System of Accounts Prescribed 
for Public Utilities and Licensees provide, among other things, that amounts 
recorded therein shall be disposed of as the Commission may approve or 
direct ; 

The Commission finds that: 

The proposed plans of disposition of the amounts included in Account 1005, 
electric plant acquisition adjustments, and Account 107, electric plant adjust- 
ments, submitted in application filed on July 14, 1941, and described in para- 
graphs (i) and (j) hereof, are in conformity with correct accounting principles 
and the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees ; 
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The Commission orders that: 
(A) The company dispose of the amount of $11,408.25 included in Account 
100.5, electric plant acquisition adjustments, as described in paragraph (i) 
hereof ; 

(B) The company dispose of the amount of $9,535.19 included in Account 
107, electric plant adjustments, as described in paragraph (j) hereof; 

(C) The permission granted herein shall not be construed as a finding 
with respect to the original cost of the properties of said company. 


Order rescinding authorization of issuance of license (transmission line), and 
dismissing application for license 


Central Arizona Light and Power Company 
(Project No. 1649) 


November 12, 1941 
































It appearing that: 

(a) By order dated July 9, 1940, the Commission authorized issuance of 
license to Central Arizona Light and Power Company of Phoenix, Arizona, 
for transmission line Project No. 1649, affecting Jands of the United States 
in Maricopa County, Arizona, but to date no draft of license has been sent 
to the company for acceptance; 

(b) The line is a 6,900-volt, single phase, wood-pole type, extending from 
applicant’s existing line, to the Stopford Guest Ranch, in Maricopa County, 
Arizona, and occupies a right-of-way across Government lands for a distance 
of 1.16 miles; 

Upon further examination of the source of energy transmitted over and the 
function served by said line, the Commission finds that it is not a primary 
transmission line as set forth in section 3 (11) of the Federal Power Act, for 
which reason the order of July 9, 1940, should be rescinded and the ete 
for license dismissed without prejudice; and 

It is ordered that: 

(A) The order of July 9, 1940, authorizing issuance of license for trans- 
mission line Project No. 1649 be and it is hereby rescinded, and the pending 
application for license for the transmission line project be and it is hereby 
dismissed without prejudice; 

(B) Said application for license be returned to the applicant for submission 
to the appropriate district land office. 





Order modifying order authorizing amendment of license to permit additional 
diversion for temporary use 


The Niagara Falls Power Company 
(Project No. 16) 
November 14, 1941 


Upon the request filed September 26, 1941, and the further request filed 
October 13, 1941, by The Niagara Falls Power Company, licensee of Project 
No. 16, for reconsideration and modification of the Commission’s order of 
September 16, 1941, authorizing the amendment of the license for Project No. 
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16 'to permit the emergency diversion of 5,000 c. f. s. of water from the Niagara 
River for temporary use through said project, and after conference and discus- 
sion of the changes proposed with representatives of said licensee, and in the 
light of the operating experience of the licensee, in the use of the additional 
diversion under the temporary authorization granted by telegram of June 12, 
1941, and upon reconsideration of the entire matter; 

It appearing to the Commission that: 

(a) The amount charged defense consumers by The Niagara Falls Power 
Company for defense power and defense kilowatt-hours during the period from 
June 13, 1941, to October 31, 1941, both inclusive, equalled an average rate of 
4.16 mills per kilowatt-hour ; 

(bd) The amount charged defense consumers by The Niagara Falls Power 
Company for defense power and defense kilowatt-hours during the month of 
October 1941, equalled an average rate of 4.12 mills per kilowatt-hour; 

(c) The amount to be charged defense consumers by The Niagara Falls Power 
Company for defense power and defense kilowatt-hours during the period fol- 
lowing October 31, 1941, as estimated by the Company, will equal an average 
rate of 4.15 mills per kilowatt-hour. 

(d@) The amount charged industrial consumers by The Niagara Falls Power 
Company for electric power and electric energy during the period from 1937 
to 1940, both inclusive, (exclusive of that sold under the so-called “straight 
hydro” form, of contract, which has not been used for any new sales since 
about 1926) has equalled an average rate of 4.08 mills per kilowatt-hour; 
ranging from 4.44 mills per kilowatt-hour in 1938 to 3.99 mills per kilowatt-hour 
in 1940; and 

The Commission finds that: 

(1)For the purpose of carrying out the provisions of Opinion 65* and the 
provisions of the Commission’s telegram of June 12, 1941, granting The Niagara 
Falls Power Company temporary authorization to divert the additional 5,000 
ec. f. s. of water, and as a condition for the use of such water, the method 
hereinafter provided for computation of the credit to Special Account No. 259, 
Bmergency Diversion Reserve, is reasonable and appropriate ; 

(2) For the purpose of the computation of the credit to Special Account No. 
259, Emergency Diversion Reserve, hereinafter referred to, it is necessary and 
appropriate that the total number of defense kilowatt-hours generated (less 
6 percent thereof to cover losses) shall be multiplied by 4 mills; 

(3) It is necessary and appropriate that the Commission’s aforesaid order 
of September 16, 1941 be amended as hereinafter provided; and 

The Commission orders that: 

(A) Paragraph (1) of the Commission’s aforesaid order of September 16, 
1941, be amended to read as follows: 

“(1) The Niagara Falls Power Company be authorized to divert for tempo- 
rary use through Project No. 16 additional water from the Niagara River above 
the Falls of Niagara at the daily average rate of 5,000 cubic feet per second, 
provided, that the maximum additional diversion at any time in any calendar 
day shall not exceed 6,000 cubic feet per second” ; 

(B) Paragraph (6), including subparagraphs (a), (b), and (c), of the 
Commission’s aforesaid order of September 16, 1941 be amended to read as 
follows: 

“(6) For the purpose of said amendment, the quantity of defense kilowatt- 
hours generated each month shall be determined from hourly readings of station 
watt-meters, as provided in subparagraph (a) hereunder, provided, that the 
defense kilowatt-hours generated in any calendar month shall not be less than 

72 F. P. C. 461 
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the difference between the total actual kilowatt-hours generated during that 
month and the average generated in the same month during the period from 
1937 to 1940, inclusive: 

“(a) The defense kilowatt-hours generated in each day shall be the difference 
between the total actual kilowatt-hours generated in said day and the kilowatt- 
hours which could have been generated in said day (within the limits of the 
actual daily diversion) by an average daily diversion of 20,000 c. f. s. not to 
exceed a maximum at any time during said day of 24,000 ¢. f. s.”’; 

(C) Paragraphs (7), (8), and (9) of the Commission's aforesaid order of 
September 16, 1941 be deleted ; 

(D) The first unlettered paragraph of Paragraph (11) of -the Commission’s 
aforesaid order of September 16, 1941 be amended to read as follows: 

“(11) For purposes of said amendment, expenses applicable to defense power 
and defense kilowatt-hours shall consist of the following, in so far and to 
the extent only that the same are required to be incurred during the period 
said amendment is in force, provided, that no charges for or expenses of standby 
steam capacity, facilities, or electric energy shall be included hereunder :” 

(E) Subparagraph (c) of paragraph (11) of the Commission's aforesaid 
order of September 16, 1941 be deleted ; 

(F) Subparagraph (g) of paragraph (11) of the Commission’s aforesaid 
order of September 16, 1941 be amended to read as follows: 

“(g) Taxes levied or assessed under the laws of the United States and the 
State of New York and of any municipal or other subdivision of the State 
which are measured or based upon gross income or net income (including taxes 
upon franchise valuations based upon gross income or net income), in so far 
us and to the extent only that the same are directly occasioned by and result 
from the revenues derived from the emergency diversion, and the expenses 
specified in this paragraph, including (without limiting the generality of the 
foregoing) Federal income and excess profits taxes, franchise taxes, taxes upon 
special franchise valuations and taxes upon the furnishing of utility services; 
provided, that in the case of excess profits taxes, there shall be included hereunder 
the amount of such taxes required to be paid by The Niagara Falls Power Com- 
pany by reason of the revenues derived from the emergency diversion and the 
expenses specified in this paragraph” ; 

(G) Paragraph (12) of the Commission’s aforesaid order of September 16, 
1941 be amended to read as follows: 

“(12) The capital expenditures specified in Paragraph (10), and the expenses 
specified in Paragraph (11), shall be accounted for through special subaccounts 
of the appropriate accounts of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, revised to December 31, 1936”; 

(H) Paragraph (13) of the Commission’s aforesaid order of September 16, 
1941 be amended to read as follows: 

“(13) The Niagara Falls Power Company shall credit annually to a Special 
Account No. 259, Emergency Diversion Reserve (which Reserve need not be 
represented by earmarked funds), the difference between 

“(a) The total number of defense kilowatt-hours generated (less 6% thereof 
to cover losses) multiplied by 4 mills; and 

“(b) The expenses specified in Paragraph (11), plus a return of 6% per 
annum on the capital expenditures specified in Paragraph (10), less the amor- 
tization applicable thereto (both averaged for the period)” ; 

(1) Paragraph (15) of the Commission’s aforesaid order of September 16, 
1941 be amended to read as follows: 

“(15) Except as provided in Paragraph (14), and except for adjustments 
covering delayed items specified in subparagraphs (a) to (i), inclusive, of 
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Paragraph (11), no charges shall be made to said Special Account No. 259, 

Emergency Diversion Reserve, without the prior approval of the Commission” ; 
(J) The first unlettered paragraph of Paragraph (17) of the Commission’s 

aforesaid order of September 16, 1941 be amended to read as follows: 

“(17) On or before December 15, 1941, The Niagara Falls Power Company 
shall file with the Commission under oath, an original and three copies of a 
report showing in detail as of June 12, 1941, the date, nature, and amount of 
the capital expenditures specified in paragraph (10), supra; and showing in 
detail for the period from June 12, 1941 to November 1, 1941”; 

(K) Subparagraph (c) of paragraph (17) of the Commission’s aforesaid 
order of September 16, 1941 be amended to read as follows: 

“(e) The quantity of defense power taken each month by each defense 
consumer” ; 

(L) Subparagraph (d) of paragraph (17) of the Commission’s aforesaid 
order of September 16, 1941 be deleted ; 

(M) Paragraph (18) of the Commission's aforesaid order of September 16, 
1941 be amended to read as follows: 

“(18) On or before December 31, 1941, and on or before the last day of 
each month thereafter, during the period said amendment is in force, and 
the month following the termination of the period during which said amend- 
ment is in force, The Niagara Falls Power Company shall file with the Com- 
mission under oath an original and three copies of a report giving for the 
preceding calendar month the information specified in sub-paragraphs (a) to 
(g), inclusive, of paragraph (17), supra; provided, that the report for the 
month of December of each year may be made on or before the Ist day of 
March of the following year”; 

(N) Paragraph (23) of the Commission’s aforesaid order of September 16, 
1941 be amended to read as follows: 

“(23) Said amendment to the license of Project No. 16, issued pursuant to 
this order, shall be accepted and the terms and conditions thereof agreed to 
in writing by The Niagara Falls Power Company within 30 days after service 
of this order.” 


Order dismissing applications for licenses for transmission lines not within 
licensing authority of the Commission 


Transmission Line Cooperation Forest Service Special Use Permits 


November 18, 1941 


It appearing that: 

(a) The Forest Service, Department of Agriculture, has, from time to time 
filed copies of its special use permits and applications therefor covering various 
transmission lines located within national forests, which filings have been 
docketed in the Commission as applications for licenses for such lines under 
the Federal Power Act; 

(b) Attached hereto is a list of the pending applications showing the docket 
numbers, dates of filing, and names of those parties to whom the special use 
permits were issued ; 

Upon examination of the source of energy transmitted over and the function 
served by each of said lines, the Commission finds that they are not primary 
transmission lines as set forth in section 3 (11) of the Federal Power Act, 
for which reason the pending applications for licenses for such lines should be 
dismissed without prejudice ; and 
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It is ordered that: 

(A) The pending applications for licenses for the transmission lines shown 
on the list referred to in paragraph (b) above as attached to this order be 
and they hereby are dismissed without prejudice; and 

(B) Said applications for licenses for the lines be referred to the Department 
of Agriculture for appropriate action. 


Project 
No. 





| 


1717 | May 6, 1940 


Date of filing 


1600 | Feb. 20, 1940 


! 
1451 
1453 | 
1570 | 
1594 
1622 | 
1696 
1738 
1743 





Aug. 28, 1937 
Sept. 7, 1937 


Mar. 23, 1939 | 


June 7, 1939 


Sept. 21, 1929 | 
4, 1940 | 


Mar. 
July 20, 1940 
Aug. 2, 1940 


FEDERAL POWER COMMISSION 


ALABAMA 


| 
Applicant 
| 


State of Alabama, Department of Conservation. 


ALASKA 


Leora Roycroft. 


ARIZONA 


The Arizona Power Corporation. 

City of Phoenix, Ariz. 

Lakeside Light & Power Co. 

Showlow-Silver Creek Water Conservation and Power District. 
Lakeside Light & Power Co. 

The Arizona Power Corporation. 

The Stonewall Electric Co. 

The Arizona Power Corporation. 


1781 Oct. 30, 1940 Williams Country Club. 


1635 


ARKANSAS 

















Nov. 1.1939 | Arkansas Valley Electric Cooperative Corporation. 

1782 | Oct. 30,1940 | Carroll Electric Cooperative Corporation. 
CALIFORNIA 

1325 | July 13,1935 | The Southern Sierras Power Co. 

1326 OPesisng Southern California Edison Co. Ltd. 

9328 |...do...... | The Southern Sierras Power Co. 

1330 | Aug. 15,1935 | San Diego Consolidated Gas & Electric Co. 

1331 do J. N. Ritter. 

. oF ia 

1340 |{ TP 37° joao |} Southern California Edtson Co. Ltd. 

1341 | Sept. 27, 1935 | Do. 

1342 | Sept. 28, 1935 Do. 

1343 | Oct. 4, 1935 Do. 

1244 Do. 

1345 Do. 

1346 : Do. 

1347 O23. Do. 

1349 | Oct. 24, 1935 Do. 

1360 toe = aoe }San Joaquin Light & Power Corporation and Pacific Gas & Electric Ca, 

1364 | Feb. 15, 1936 | Southern California Edison Co. Ltd. 

1366 | Mar. 5, 1936 Do. 

1410 | Dec. 2, 1936 | Pacific Gas & Electric Co. 

1428 | Mar. 19, 1937 | Socorro Mines, Inc. 

1433 | Apr. 13, 1937 | Sierra Pacific Power Co. 

1456 | Sept. 21, 1937 | Pacific Gas & Electric Co. 

1463 | Oct. 5, 1937 | Sierra Pacific Power Co. 

1466 (ro: 2 oa }John Lee and Mrs. Mary Lee. 

1468 | Nov. 8, 1937 | Sierra Pacifie Power Co. 

1470 fees ”% ae \Baward S. Miller and Cosumnes Mines, Inc. 

1474 (Ree ~ ped }George W. Johnson. 

1548 | Feb. 10, 1939 | Southern California Edison Co. Ltd. 

1604 | July 14,1939 | Brinker Lashbough Mining Co. 

1617 | Aug. 25,1939 | Pacific Gas & Electric Co. 

1624 | Sept. 27, 1939 Do. 

1626 | Sept. 29,1939 | Alhambra Shumway Mines, Inc. 

1642 | Nov. 9, 1939 | Pacific Gas & Electric Co. 

1648 | Nov. 24, 1939 Do. 

1665 | Jan. 12,1940 | San Joaquin Light & Power Corporation. 

1667 | Jan. 19,1940 | Southern California Edison Co. Ltd. 





Date of filing 


Feb. 
ae 
Mar. 


Aug. 
Oct. 


Nov. 
Nov. 


Dee. 
Dec. 
Dec. 


re 
Dee. 


Feb. 


—s 
| Feb. 


28, 1940 
oO 


6, 1940 
1, 1940 
16, 1940 
20, 1940 
7, 1940 
10, 1940 
11, 1940 
19, 1940 


23, 1940 


13, 1941 


0 _ 
26, 1941 
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CALIFORNIA—Continued 


Applicant 


San Joaquin Light & Power Corporation. 
—_— as‘& Electric Co. 
0. 

The Indian Valley Light & Power Co. 
Pacific Gas & Electric Co. 

Do. 

Do. 
Herstle Jones. 
Pacific Gas & Electric Co, 
Sierra Pacific Power Co. 
Pacific Gas & Electric Co. 


Do. 
southern California Edison Co. Ltd. 
0. 


Do. 

Pacific Gas & Electric Co. 

Southern California Edison Co. Ltd. 
Do. 





Feb. 


| Feb. 


26, 1938 
9, 1939 


do 


Feb. 


| Aug. 


14, 1939 | 
12, 1939 | 
. 21, 1939 | 


. 30, 1939 


3, 1940 
6. 1940 
20, 1940 


- 20.1940 
. 25,1941 
. 27,1941 


June 


Mar. 


8, 1937 
16, 1940 


COLORADO 


| Mrs. Saville Weaver, C. W. Gates, and Walter V. Sharp. 
San Juan Ski Club of Ouray. 

| Chief Ouray Consolidated Mines Co., Inc. 

Publie Service Co. of Colorado. 


0. 

City of Loveland, Colo. 

San Luis Valley Rural Electric Cooperative, Inc. 
The Intermountain Rural Electric Association. 


0. 
The Mountain Utilities Corporation. 
San Luis Valley Rural Electric Cooperative, Inc. 
San Isabel Electric Association, Inc. 
La Plata Electric Association. 


FLORIDA 


Gulf Power Co. 
Clay Electric Cooperative Association, Inc. 





1683 | 


1703 
1747 


1581 
1658 


GEORGIA 





Feb. 


Mar. 


Aug. 


Apr. 
Dec. 


12. 1940 
16, 1940 
13, 1940 


25, 1939 
15, 1939 


| The Hart County Electric Membership Corporation. 
Jackson County Electric Membership Corporation. 
Blue Ridge Electric Membership Corporation. 


IDAHO 


Clearwater Valley Light & Power Association, Inc. 
Union Pacific Railroad Co. 





Jan. 
June 


Sept. 


Jan. 


22, 1940 
20, 1940 
17, 1940 
4, 1941 


ILLINOIS 


Southeastern Dlinois Electric Cooperative, Inc. 
Southern Illinois Electric Cooperative. 
Southeastern Illinois Electric Cooperative, Inc. 
Egyptian Electric Cooperative Association. 





1569 | Mar. 22, 1939 


INDIANA 
Jackson County Rural Electric Membership Corporation. 


LOUISIANA 


1723 | May 31, 1940 Valley Electric Membership Corporation. 
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MICHIGAN 
| 
~— Date of filing Applicant 
| 
| | 
1518 | Oct. 27,1938 | Wisconsin-Michigan Power Co, 
1525 | Nov. 12,1938 | Consumers Power Co. 
1526 | Nov. 22, 1938 Do. 
1528 | Dec. 9, 1938 | Ottawa-Allegan Electric Cooperative, 
1559 | Mar. 22,1939 | Oscar Sendstrom. 
562 sb RODE eects Wisconsin-Michigan Power Co, 
563 |.....do_......| O and A Electric Cooperative. 
ly ee Do. 
1567 --do_- ; Consumers Power Co. 
1568 | @0:.<:. O and A Electric Cooperative. 
1571 | Mar. 23,1939 | Consumers Power Co. ° 
1572 | -do_-_- Ontonagon County Rural Electrification Association, 
1588 | May 11,1939 | O and A Electric Cooperative. 
1592 | June 1,1939 | George Brodie. 
1595 | June 9,1939 | O and A Electric Cooperative. 
1596 | June 10, 1939 Do. 
1597 |__...do_. Onota Township Board. 
1602 | July 7,1939 | Cherryland Rural Electric Cooperative Association. 
1603 | July 10, 1939 Do. 
1619 | Aug. 30, 1939 Wisconsin-Michigan Power Co. 
1623 | Sept. 27, 1939 Do. 
1638 | Nov. 4, 1939 | Cloverland Electric Cooperative. 
1660 | Dec. 20,1939 | Western Michigan Electric Cooperative Association. 
1817 Jan. 4,1941 | Alger-Delta Cooperative Electrical Association. 
MINNESOTA 
1762 | Sept. 20,1940 | Consumers’ Delight Cooperative Light & Power Co, 
1778 | Oct. 16,1940 | ltasca-~Mantrap Cooperative Electrical Association. 
MISSISSIPPI 
1629 | Oct. 17,1939 Coast Electric Power Association. 
1643 | Nov. 15, 1939 Do. 
1654 | Dec. 8, 1939 | Southern Pine Electric Power Association. 
1656 | Dec. 9,1939 | Coast Electric Power Association. 
1657 | Dec. 11, 1939 Do. 
1673 | Jan. 23,1940 | Singing River Electric Power Association. 
1675 | Jan. 24,1940 | Southern Pine Electric Power Association. 
1728 | June 26, 1940 Do. 
1810 | Dec. 17,1940 | Singing River Electric Power Association. 
1821 | Jan. 11,1941 | Southern Pine Electric Power Association. 
1834 | Feb. 11,1941 | Pearl River Electric Power Association. 
MISSOURI 
1605 | July 19, 1939 | Ozark Border Electric Cooperative. 
1716 ; May 4,1940 | Carroll Electric Cooperative Corporation. 
1734 | July 18,1940 | Howell-Oregon Electric Cooperative, Inc. 
1745 | Aug. 12,1940 | Carroll Electric Cooperative Corporation. 
1766 | Sept. 26, 1940 Inter-County Electric Cooperative Association. 
177 Oct. 16,1940 | White River Valley Electric Cooperative, Inc. 
1779 |.....do........|__ Do. 
1799 | Dec. 6,1940 | Inter-County Electric Cooperative Association, Inc, 
\ ae ah ae 
MONTANA 
| Sept. 23, 1937 | 
1459 {Dee 3 1939 |} Martin R. Guenzel and Grouse Mountain Mining Co. 
1481 | Jan. 14,1938 | Strang & Rutherford. 
1586 | May 11,1939 | Anaconda Ski Club. 
1590 | May 27,1939 | The Montana Power Co. 
1620 Sone. 7, 1939 | The Flathead Power Co. (Flathead Electric Cooperative Inc.). 
1737 | July 20,1940 | Jack W. Neill. 
1742 | Aug. 2,1940 | The Montana Power Co. 
1754 | Aug. 27,1940 | Little Ben Mining Co. 
Be tenknds DO icncatie Huffman Grocery. 
1761 | Sept. 19,1940 | Ernest Klepetko. 
1765 | Sept. 26,1940 | The Montana Light & Power Co. 
1796 | Nov. 28,1940 | J. J. Krenzelok. 
1806 | Dec. 12,1940 | Ravalli County Electric Cooperative, Inc. 




























Project 
No. 
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NEVADA 





| 
Date of filing Applicant 


1555 | Mar. 3,1939 | Mountain City Copper Co, 























































































1666 





Aug. 
Oct. 
Oct. 
July 


Nov. 


9, 1939 
17, 1939 
31, 1939 
26, 1940 
27, 1940 


| Nov. 28, 1940 





Jan. 


| 
15, 1940 





1670 | Jan. 19,1940 | The Red Top Mining Co. 
| | 
NEW HAMPSHIRE 
oa qo ee peepapmemenanrenantiaieteass 
1513 | Sept. 26, 1938 | Public Service Co. of New Hampshire. 
1532 | Dec. 27, 1938 Do. 
NEW MEXICO 
1584 | May 3, 1939 | The Inland Utilities Co., Inc. 
1783 | Nov. 5,1940 | Otero County Electric Cooperative, Inc. 
} | 
NORTH CAROLINA 
1655 | Dec. 9,1939 | Nantahala Power & Light Co. ’ 
1674 | Jan. 24,1940 | Randolph Electric Membership Corporation. 
OREGON 
1724 | June 5,1940 | Idanha Power Co. 
PENNSYLVANIA 
1424 | Feb. 10,1937 | Bradford Electric Co. 
1476 | Dec. 18,1937 | Pennsylvania Electric Co 
1530 | Dec. 14,1938 West Penn Power Co. 
1540 | Jan. 31,1939 , Pennsylvania Electric Co. 
1627 | Oct. 4,1939 | Valley Rural Electric Cooperative, Inc. 
1680 | Feb. 6,1940 | Central Electric Cooperative, Inc. 
1693 | Mar. 1,1940 | Bradford Electric Co. 
1763 | Sept. 21,1940 | Pennsylvania Electric Co. 
1788 | Nov. 16,1940 | Warren Electric Cooperative, Inc. 
SOUTH CAROLINA 
hi el a oe ae oats i 
1641 Nov. 8, 1939 | Laurens Electric Cooperative, Inc. 
1713 | Apr. 26,1940 | Aiken County Electric Cooperative Association. 
1791 | Nov. 18,1940 | Berkeley Electric Cooperative, Ine. 
1798 | Nov. 30, 1940 | Do. 
1822 | Jan. 11, 1941 | Do. 
1840 | Feb. 15,1941 | Laurens Electric Cooperative, Inc. 
1849 | Mar. 5, 1941 


Newberry Electric Cooperative, Inc. 


SOUTH DAKOTA 


General Public Utilities, Inc. 





Deep East Texas Electric Cooperative, Inc. 
Do. 


Do. 
Sam Houston Electric Cooperative, Inc. 
Houston County Electric Cooperative, Inc. 
Do. 


VERMONT 


Central Vermont Public Service Corporation. 
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WASHINGTON 





Project | Date of filing Applicant 








1684 | Feb. 14, 1940 Kites County Public Utility District No. 1. 
1748 | Aug. 13, 1940 

1819 | Jan.” 9, 1941 Pend Oreille Electric Cooperative, Inc. 

1842 | Feb. 24,1941 | Okanogan County Electric Cooperative, Inc. 
1846 | Feb. 27,1941 | Skamania County Public Utility District No. 1. 





WEST VIRGINIA 








Sept. 25, 1937 


Northern Virginia Power Compan 
Jan. 31, 1939 


1539 Hardy County Light & Power y Inc. 











VIRGINIA 


1497 | May 31, 1938 | Appalachian Electric Power Co. 








1554 | Feb. 27,1939 | Shenandoah Valley Electric Cooperative. 
1556 _— 7, 1939 — Botetourt Electric Cooperative. 
B-A-R-C Electric Cooperative. 
Craig-Botetourt Electric Cooperative. 
Central Virginia Electric Cooperative. 
B-A-R-C Electric Cooperative. 
Craig-Botetourt Electric Cooperative. 
B-A-R-C Electric Cooperative. 
Craig-Botetourt Electric Cooperative. 


1579 | Apr. 19, 1939 
1601 | June 23, 1939 
1608 | July 26, 1939 
1613 | Aug. 15, 1939 
1664 | Jan. 3,1940 
1729 | June 28, 1940 
1767 | Sept. 30, 1940 
1769 | Oct. 2,1940 
1786 | Nov. 9, 1940 
1792 | Nov. 18, 1940 
1807 | Dec. 12, 1940 
1820 | Jan. 11, 1941 
1829 | Feb. 4, 1941 
1830 ih nntined 
1838 | Feb. 13, 1941 


Do. 
Shenandoah Valley Electric Cooperative. 
0. 
B-A-R-C Electric Cooperative. 
Do. 
Do. 
Do. 
Do. 


WISCONSIN 





1435 | May 12,1937 | Wisconsin-Michigan Power Co. 
1480 | Jan. 14, 1938 Do. 

1524 | Nov. 12, 1938 Do. 

1560 | Mar. 22, 1939 | Lake Superior District Power Co. 

1561 |-..-- Wisconsin-Michigan Power Co. 

1566 |_...- do.......| Lake Superior District Power Co. 
sd O & A Electric Co-Operative. 

1607 | July 24,1939 | Jump River Electric Cooperative, Inc. 
1644 | Nov. 15, 1939 | Clarke County Electric Corporation. 
1689 | Oct. 17,1939 | Wisconsin-Michigan Power Co. 


Order approving transfer of license (minor) 
John Espen and Elmer J. Espen 
(Project No. 962) 

November 25, 1941 


Upon joint application filed July 25, 1941, by John Espen, licensee for minor 
Project No. 962, and Elmer J; Espen, of Parkway, Washington, for approval of 
transfer of license for the project from the former to the latter; and 

It appearing that: 

(a) The original license for Project No. 962, affecting lands of the United 
States within the Snoqualmie National Forest, Pierce County, Washington, 
was issued to John Espen July 18, 1930, for a ten-year period by the Acting 


r minor 
roval of 


United 
hington, 
» Acting 
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Regional Forester, and a new license was issued March 10, 1941, by the Com- 
mission for a ten-year period from July 18, 1940; 

(b) By conditional sale contract entered into July 12, 1940, title to the 
project properties will pass from John Espen to Elmer J. Espen upon full 
payment of the purchase price and execution of a bill of sale therefor; 

The Commission, having considered the joint application and the project 
record, finds that: 

(1) The proposed transferee is a citizen of the United States; 

(2) Approval of the transfer of the license for the project will be consistent 
with the public interest; and 

It is ordered that: 

The transfer of the license for Project No. 962 from John Espen to Elmer 
J. Espen be and it is hereby approved, effective as of the date of vesting of title 
of the project properties in the latter, and subject to the provisions of section 
8 of the Federal Power Act and section 9.3 of the Commission’s rules and 
regulations. 


Order accepting surrender of license (transmission line) 
Bessie M. Byrnes 
(Project No. 1247) 
November 25, 1941 


Upon application filed August 18, 1941, in behalf of Bessie M. Byrnes, li- 
censee for transmission line Project No. 1247, for surrender of license for 
the project; and 

It appearing that: 

(a) The license covers a 23,000-volt transmission line, known as _ the 
Marysville-Gould line, and a 2,300-volt extension, known as the Bell Boy mine 
line, which are not primary transmission lines within the meaning of the 
Federal Power Act; 

(b) According to letter dated August 18, 1941, from Leighton and Gamble 
in behalf of applicant, applications have been made to the appropriate Gov- 
ernment departments to authorize the continued occupancy of lands of the 
United States by the aforesaid lines; 

(c) The annual charge under the license for the project has been paid for 
the year 1940; and 

The Commission finds that: 

Acceptance of surrender of license would be appropriate as hereinafter 
provided; and 

It is ordered that: 

Surrender of the license for transmission line Project No. 1247 be and it is 
hereby accepted, subject to the payment of the annual charge under the license 
for the project to the date of this order. 
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Order determining actual legitimate original cost and prescribing accounting 
therefor 


Ford Motor Company 
(Project No. 362) 
November 25, 1941 


The Commission, having under consideration the matter of determination 
of actual legitimate original cost as of January 31, 1925, of project No. 362; 
and 

It appearing to the Commission that: 

(a) The statement of claimed cost as of January 31, 1925, of project No. 362 
shows a net amount of $1,463,663.86 representing the balance after applying 
credits in the sum of $672.32, account of interest earned on bank balances, to 
gross project costs of $1,464,336.18 ; 

(b) No claim has been made by licensee for interest during construction 
on funds expended for project purposes ; 

(c) After consideration of the formal acceptance executed by the licensee 
under date of October 28, 1941, the actual legitimate original cost of project 
No. 362, as of January 31, 1925, is as shown in the following tabular statement: 
—— Account title Amount 





I. INTANGIRLE FIXED CAPITAL 


| 
| 
Se FIED SINE GUIIIIE. wocadnsendbnasedeunescgseccncaseccccaseceucensus $10, 137. 53 
II, TANGIRLE FIXED CAPITAL 


1, PRODUCTION CAPITAL 


25 | Power plant structures 
a Os die hkeepiiouppescessenaemanaeit 
29 | Forebays, penstocks, and tailraces. 
i eh on oak eedsbunenben nee eeecngubeapaane 


607, 205. 62 

888. 24 
221, 000. 83 
189, 370. 31 
433, 021. 24 


32 | Powerhouse electric equipment 
34 | Miscellaneous power plant equipment 


Li okiibile Kidine Catlin iensh chp onus abhibn wee 2, 072. 93 
2. TRANSMISSION CAPITAL 

40 | Transmission underground conduits. ---.................-----.-.---------------- 639. 48 

SN ids dick = camera dns sg he nwatng de «eye saree dpa on danensh ensecete 1, 464, 336. 18 


The Commission finds and determines that: 

(1) The credits in the sum of $672.32 applied by licensee against gross 
project costs were erroneously made; 

(2) The actual legitimate original cost of Project No. 362, as of January 31, 
1925, was $1,464,336.18; and 

The Commission orders that: 

(A) The licensee establish and maintain control accounts with reference 
to this project showing a total debit balance in its fixed capital accounts of 
$1,464,336.18 as the actual legitimate original cost of this project as of January 
31, 1925; 

(B) The licensee establish and maintain subsidiary ledger sheets or ac- 
counts showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail; 

(C) The licensee removed from the project fixed capital accounts and trans- 
fer to the earned surplus account the credits aggregating $672.32; 
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nation 
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$10, 137. 53 


433, 021. 24 
2, 072. 93 


639. 48 
, 464, 336. 18 
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(D) Within ninety (90) days of service of this order, the licensee com- 
ply therewith and execute and submit to the Commission FPC Form No. 76 
showing such compliance. 
Order authorizing certificate of public convenience and necessity 
Gas Transport, Inc. 
(Docket No. G-213) 


November 28, 1941 





Upon application of Gas Transport, Inc. (hereinafter applicant), filed Sep- 
tember 10, 1941, for a certificate of public convenience and necessity under 
section 7 (c) of the Natural Gas Act to authorize the acquisition and opera- 
tion of a natural-gas pipe line now being constructed by the Anchor Hocking 
Glass Corporation (hereinafter Anchor), extending from the vicinity of New 
Era, West Virginia, to the vicinity of Gravel Bank, Ohio; 

It appearing to the Commission that: 

After appropriate notice, including notices to the regulatory agencies of 
Ohio and West Virginia, public hearings on the application were held October 
7 and 8, 1941, in which such agencies were given an opportunity to partici- 
pate, and after conclusion of the presentation of evidence by applicant, oral 
arguments were made by counsel for applicant and for the Commission in 
lieu of filing briefs; 

The Commission, having considered the application and the record of the 
public hearings and the oral arguments thereon, finds that: 

(1) Applicant is a Delaware corporation qualified to do business in Ohio 
and West Virginia, organized and wholly owned by Anchor to acquire and 
operate the aforesaid pipe line; Anchor is a Delaware corporation manufac- 
turing glassware at several plants including two in Lancaster, Ohio, where it 
uses natural gas solely in its various processes; 

(2) Anchor is now supplied with natural gas by Ohio Fuel Gas Co. (herein- 
after Ohio Fuel) through the latter’s pipe line extending from Gravel Bank 
to Lancaster, Ohio, which gas is purchased by Ohio Fuel from Hope Natural 
Gas Co. (hereinafter Hope), a natural-gas company as defined in the Natural 
Gas Act, and delivered to Ohio Fuel at Gravel Bank by and through the 
facilities of Hope; 

(3) To secure its supply of natural gas at lower rates, Anchor has con- 
tracted with Columbian Carbon Company (hereinafter Columbian), for the pur- 
chase and sale of natural gas from the leased acreage of Columbian in Jackson 
County, West Virginia, designated as the Ravenswood District, which the con- 
tract provides shall be dedicated exclusively to the needs of Anchor; 

(4) The pipe line to be acquired and operated by applicant is a 14- to 
18-inch line extending 38 miles from its connection with the facilities of 
Columbian near New Era, West Virginia, to its connection with the facilities 
of Ohio Fuel near Gravel Bank, Ohio, whence the natural gas will be trans- 
ported under contract by Ohio Fuel to the Anchor manufacturing plants in 
Lancaster, Ohio ; 

(5) The pipe line to be acquired and operated by applicant will also be 
used to transport natural gas under contract with Ohio Fuel from the Ravens- 
wood District purchased by Ohio Fuel from Columbian with the consent of 
Anchor, which natural gas will then be transported from Gravel Bank, Ohio, 
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through the facilities of Ohio Fuel and sold by it for resale in the cities of 
Cincinnati, Columbus, Dayton, and Toledo, Ohio, among others now served by 
Ohio Fuel with natural gas purchased from Hope; 

(6) Upon commencement of the delivery of the natural gas so purchased 
from Columbian by Ohio Fuel, the latter will terminate its present contract 
for the purchase and sale of natural gas from Hope; 

(7) Applicant will thus transport natural gas in interstate commerce, part 
of which it will deliver for further transportation and resale for ultimate 
public consumption for domestic, commercial, industrial, and other uses in a 
market in which natural gas is already being served by another natural-gas 
company; applicant will be a natural-gas company as defined in the Natural 
Gas Act and its proposed acquisition and operation of facilities are subject to 
the jurisdiction of the Commission under section 7 (c) of that Act; 

(8) The estimated cost of constructing the pipe line to be acquired and 
operated by applicant, exclusive of compression equipment, approximates 
$781,524.60, and the annual operating and maintenance charges therefor ap- 
proximate $126,604.27 exclusive of additional charges to be incurred after the 
installation of compression equipment; such costs appear reasonable in amount 
and applicant will have adequate financial resources through its affiliation 
with Anchor to carry on the proposed operation of the facilities; 

(9) Under the proposed arrangements, Anchor will obtain its natural gas 
requirements at a considerable saving over that now purchased from Ohio 
Fuel and the latter will make a substantial saving in the purchase of its natu- 
ral gas requirements from Columbian rather than from Hope; 

(10) There is an adequate source of supply of natural gas in the Ravens- 
wood District, whence applicant will transport such gas through the pipe line 
to the intake of Ohio Fuel at Gravel Bank, Ohio, which will be reasonably ade- 
quate for the volume under contract to be transported; there is likewise a 
substantial market for the consumption of the gas so to be transported; 

(11) The present and future public convenience and necessity require and 
will require the acquisition and operation by applicant, Gas Transport, Inc., 
of the natural-gas pipe line as proposed, for the transportation of natural 
gas in interstate commerce; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be issued to appli- 
eant, Gas Transport, Inc., authorizing it to acquire and operate the 14 to 
18-inch natural-gas pipe line now being constructed by Anchor, extending 38 
miles from the vicinity of New Era, West Virginia, to the vicinity of Gravel 
Bank, Ohio,‘in accordance with the application filed in this proceeding; 

(B) Such certificate of public convenience and necessity shall be issued 
upon and shall contain the following terms and conditions: 

(i) The pipe line to be acquired and operated by applicant shall be com- 
pleted within thirty (30) days from the date of issuance of the certificate; 
and the acquisition thereof by applicant, together with the assignment to 
applicant of the contract between Anchor and Ohio Fuel described in para- 
graph (5) above, shall be consummated within fifteen (15) days after such 
completion ; 

(ii) Within fifteen (15) days following such acquisition and assignment, 
applicant shall file with the Commission a report thereof and a sworn state- 
ment giving in detail the actual cost of construction of such pipe line and 
of its acquisition by applicant ; 

(iii) The certificate shall not be transferable except upon express approval 
of the Commission ; 
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(iv) The issuance of such certificate is without prejudice to the authority 
of the Commission with respect to rates, valuation, costs, services, accounts, 
or any other matters whatsoever that may come before the Commission with 
respect to applicant or the pipe line, or with respect to Anchor, Columbian, or 
Ohio Fuel; and nothing in this order and in the certificate shall be construed 
as an acquiescence by the Commission in any estimate or determination of 
rates, costs, or any valuation of property claimed or asserted by applicant, 
Anchor, Columbian, or Ohio Fuel; 

(v) Violation of any of the terms or conditions of this order, or of the 
certificate, shall render such certificate null and void, 


Order authorizing issuance of license (major) and dismissing incomplete 
application 


Max J. Kuney and Charles Pond 
(Project No. 1413) 
December 2, 1941 


Upon application filed November 30, 1939, by Charles Pond of Island Park, 
Idaho, for license for a project situated on Buffalo River near Ashton, Idaho, 
and affecting lands of the United States within the Targhee National Forest in 
Fremont County, Idaho; and 

It appearing that: 

(a) The project, which is partly constructed, consists of a small rock and 
timber dam approximately 10 feet high and 155 feet long; a wood-stave pipe line 
5 feet in diameter and 60 feet long; a timber frame power house; and a trans- 
mission line 6,448 feet long extending from the power house to applicant’s 
lodge ; 

(b) On December 19, 1936, Max J. Kuney filed application for license for 
the same project, but no action was taken thereon by the Commission because 
of Mr. Kuney’s failure to comply with the requirements of the applicable State 
water laws, and in October 1939, the present applicant, Charles Pond, purchased 
the project; 

(c) The project area for the dam, pipe line and power house occupies 8.920 
acres and the transmission line occupies a right-of-way 100 feet wide for 1.140 
miles, all on lands of the United States within the Targhee National Forest; 

(d@) The Acting Chief, Forest Service, under authority delegated by the Acting 
Secretary, acting for the Secretary of Agriculture, has reported favorably on 
the application ; 

e) The Acting Secretary of the Interior, acting for the Secretary of Interior, 
has reported favorably on the application ; 

The Commission, having considered the applications and the record thereon, 
finds that: 

(1) The application filed December 19, 1936, by Max J. Kuney should be 
dismissed ; 

(2) The applicant, Charles Pond, is a citizen of the United States and has 
submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary to effect the purposes of a license 
for the project; ° 
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(3) After the dismissal of the application of Max J. Kuney as hereinafter 
ordered, there will be no other application before the Commission for the use 
of the aforesaid lands or in conflict therewith ; 

(4) Notice that applicant has applied for license for the project has been 
duly published and there are no protests or objections thereto; 

(5) The issuance of a license as hereinafter provided will not interfere or be 
inconsistent with the purposes for which the Targhee National Forest was 
created or acquired, nor with any reservation or withdrawal of public lands, 
nor will it affect any Government dam or the development of any water re- 
sources for public purposes which should be undertaken by the United States 
itself ; . 

(6) The project is best adapted to a comprehensive plan for the improve- 
ment and utilization of water power development and for other beneficial 
public uses, including recreational purposes; 

(7) The installed horsepower capacity of the project hereinafter authorized 
is 268 horsepower and the energy to be generated by the project will be used 
for light, heat and power in applicant’s resort; 

(8) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands involved is reasonable as hereinafter fixed 
and specified ; 

(9) The map and specifications designated in the application as exhibits K 
(FPC No. 1413-3) and M, respectively, conform to the Commission’s rules 
and regulations; and 

It is ordered that: 

(A) The aforesaid incomplete application filed by Max J. Kuney for a license 
for said project be and it is hereby dismissed ; 

(B) A license be issued to the applicant, Charles Pond, for the aforesaid 
project for the period from October 31, 1939 to June 30, 1951, subject to the 
provisions of the Act and the rules and regulations thereunder ; 

(C) The license shall contain the usual conditions and provisions for li- 
censes for such projects and the following special condition: 

The licensee shall, within three years from the date of issuance of the license, 
complete necessary repairs to and reconstruction of the project works in ac- 
cordance with the plans submitted with the application and in a manner 
satisfactory to the Commission ; 

(D) Subject to the provisions of section 10 (e) of the Act, the licensee shall 
pay to the United States the following annual charges: 

(1) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $11.44; 

(2) For the purpose of recompensing the United States for the use, occu- 
pancy and enjoyment of its lands, $3.57; and 

(3) For the purpose of recompensing thé United States for the use, occu- 
pancy, and enjoyment of its lands occupied by the transmission line right-of-way, 
$8.83 ; 

(E) The map and specifications specified in finding (9) above be and they 
hereby are approved as a part of the license. 
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Order modifying order authorizing transmission of electric energy to Mezico 


San Diego Gas & Electric Company 
(Docket No. IT-5487) 
December 9, 1941 


It appearing to the Commission that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission, 
by order adopted February 1, 1938, authorized San Diego Consolidated Gas & 
Electric Company (now San Diego Gas & Electric Company) a California cor- 
poration (hereinafter referred to as the company), having its office and prin- 
cipal place of business in San Diego, California, to transmit electric energy 
from a point in the United States near Tecate, San Diego County, California, 
opposite Tecate, Baja California, Mexico, to a point on the international 
boundary line, United States and Mexico; 

(b) On September 25, 1941, the company accepted the terms and conditions 
of a Presidential permit (Docket No. IT-5550) for the operation, mainten- 
ance, and connection at the border of the United States of facilities for the 
transmission of electric energy to the Republic of Mexico, signed by the Presi- 
dent of the United States on August 14, 1941; 

The Commission finds that: 

It will be to the public interest and will more adequately protect the suf- 
ficiency of the supply of electric energy within the United States to limit the 
amount of electric energy authorized by the aforesaid order adopted February 
1, 1988, to be transmitted to Mexico, as hereinafter provided; and 

It is ordered that: 

(A) The aforesaid order of February 1, 1938, be and it is hereby modified 
to limit the amount of electric energy authorized to be transmitted from the 
United States to Mexico by the company, as follows: 

Over the 12-kv. line, up to 2,200,000 kilowatt-hours per year, at a rate not 
to exceed 550 kilowatts; 


Over the 2.3-kv. line, up to 100,000 kilowatt-hours per year, at a rate not 
to exceed 40 kilowatts; 

(B) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall not deprive any State, State regulatory commission, or 
the Republic of Mexico, of the exercise of the lawful authority vested in such 
State, State regulatory commission, or the Republic of Mexico, over the 
company ; 

(C) The aforesaid authorization shall not be construed as an acquiescence 
by the Commission in any valuation of property, rates schedules, or in any 
operating statements claimed or asserted herein by the company ; 

(D) The aforesaid authorization shall terminate upon the termination or 
expiration of the Presidential permit signed by the President of the United 
States on August 14, 1941, or upon the termination or expiration of the con- 
tract dated May 2, 1939, for the sale of electric energy by the company to 
M. P. Barbachano and Border Telephone and Light Company, a Mexican cor- 
poration, subject, however, to renewal of the authorization upon a finding by 
the Commission that such renewal is not inconsistent with the public interest; 

(EB) The aforesaid Presidential permit shall be released by the Commission 
simultaneously with the delivery of this order; 
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(F) The limitation of amount of electric energy to be transmitted to Mexico 
by the company contained in paragraph (A) hereof shall be effective 60 days 
from the date of receipt of this order by the company, witbin which time 
request may be made for hearing hereon. 


Order modifying order authorizing transmission of electric energy to Mezico 
El Paso Electric Company 
(Docket No. IT-5010) 
December 9, 1941 


It appearing to the Commission that: 

(a) Pursuant to section 202 (e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, authorized El Paso Electric Company, a 
Texas corporation (hereinafter referred to as the company) with principal 
offices at El Paso, Texas, to transmit electric energy (1) from a point in the 
city of El Paso, Texas, opposite Juarez, Chihuahua, Mexico, to a point on the 
international boundary line, United States and Mexico, where connection is 
made with the electric transmission facilities of the El Paso and Juarez Traction 
Company, a Texas corporation engaged with the company in the joint operation 
of an electric railway system connecting and operating within the cities of 
El Paso, Texas, and Juarez, Chihuahua, and (2) from a point near the town 
of Ysleta, Texas, and adjacent to the United States customs office, opposite 
Zaragoza, Chihuahua, to the international boundary line, where connection is 
made with the electric transmission facilities of Compania Mexicana Productora 
de Luz y Fuerza, S. A., a Mexican corporation engaged in the distribution of 
electric energy in Zaragoza, Chihuahua, Mexico; 

(b) On November 24, 1941, the company accepted the terms and conditions of 
a Presidential permit (Docket No. IT-5594) for the operation, maintenance and 
connection at the border of the United States of facilities for the transmission 
of electric energy to the Republic of Mexico, signed by the President of the 
United States on July 30, 1941; 

The Commission finds that: 

It will be to the public interest and will more adequately protect the suffi- 
ciency of the supply of electric energy within the United States to limit the 
amount of electric energy authorized by the aforesaid order adopted February 
25, 1936, to be transmitted to Mexico, as hereinafter provided ; and 

It is erdered that: 

(A) The aforesaid order of February 25, 1936, be and it is hereby modified 
to limit the amount of electric energy authorized to be transmitted from the 
United States to Mexico by the company, as follows: 

Over the circuit which crosses the international boundary line between a 
point in El Paso, Texas, and a point in Juarez, Chihuahua, as described in the 
application of the company, aS amended and supplemented, filed with the 
Commission on December 16, 1939, up to 350,000 kilowatt-hours per year, at a 
rate not to exceed that required for the satisfactory operation of the electric 
railway which it supplies; 

Over the circuit which crosses the international boundary line between a 
point near Ysleta, Texas, and a point near Zaragoza, Chihuahua, as described 
in the application of the company, as amended and supplemented, filed with 
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the Commission on December 16, 1939, up to 100,000 kilowatt-hours per year, 
at a rate not to exceed 25 kilowatts; 

(B) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall be subject to the authority reserved in the Commission: 

(i) To require from the company such reports with respect to such trans- 
mission aS may reasonably be required in the administration of the Act; 

(ii) To modify or terminate this authorization in accordance with the provi- 
sions of the Act after notice to the company ; 

(C) The aforesaid authorization shall not deprive any State, State regulatory 
commission, or the Republic of Mexico, of the exercise of the lawful authority 
vested in such State, State regulatory commission, or the Republic of Mexico, 
over the company ; 

(D) The aforesaid authorization shall not be construed as an acquiescence 
by the Commission in any valuation of property, rate schedules, or in any 
operating statements claimed or asserted herein by the company ; 

(E) The aforesaid authorization shall terminate upon the termination of the 
Presidential permit, signed by the President of the United States on July 30, 
1941, subject, however, to renewal of the authorization upon a finding by the 
Commission that such renewal is not inconsistent with the public interest; 

(F) The aforesaid Presidential permit shall be released by the Commission 
simultaneously with the delivery of this order. 


Reference to Attorney General for suit to revoke license and to collect delinquent 
annual charges 


La Plata Mines Company 
(Project No. 937) 
December 9, 1941 


The Commission having under consideration the license for project No. 937 
issued to La Plata Mines Company, and it appearing that: 

(a) The licensee is delinquent in not having paid the annual charges of $20 
provided in the license for the period from January 1, 1940 to December 31, 
1940 ; 

(b) On February 12, 1941, the Commission entered an order extending the 
period in which to pay the annual charges for the year 1940 from January 31, 
1941 to and including March 31, 1941, and waiving all penalties accruing during 
such period ; 

(c) By reason of the delinquency in payment the licensee is subject to 
penalties on such annual charges for the period from April 1, 1941, until same 
are paid as provided in section 17 (b) of the Federal Power Act; 

(d) Notice of the amount of annual charges due for the aforesaid period 
was sent to the licensee, and notice of the delinquency for such period has 
been brought to the attention of the licensee, and fuil opportunity given to 
explain the reasons for such delinquency; and 

The Commission finds that: 

The annual charges for the period from January 1, 1940 to December 31, 
1940, were due and payable on or before January 31, 1941, and the licensee 
became delinquent in respect to such charges on April 1, 1941; 
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It is ordered that: 


(A) A penalty of five per centum for the first month the amount of the 
annual charges for the aforesaid period was delinquent and 8 per centum for 
each subsequent month until the full amount of such charges and penalty is 
satisfied, in accordance with law, be and hereby is assessed against said licensee; 

(B) Said delinquency be referred to the Attorney General for the institution 
of proceedings for revocation of the license and for collection of annual charges 
and penalties to the date of judgment; and for such other equitable relief as 
the case may demand, in conformity with the Federal Power Act. 


Order authorizing amendment of license (major) 
Loup River Public Power District 
(Project No. 1256) 

December 9, 1941 


Upon application filed April 11, 1940, by Loup River Public Power District, 
licensee for major Project No. 1256, for amendment of license to show the 
correct ownership of the lands formerly owned by the United States and 
reserved for the Genoa Indian Industrial School; and 

It appearing that: 

(a) The lands formerly owned by the United States and reserved to the Genoa 
Indian Industrial School, which were the only lands of the United States in- 
volved in the project area, were granted to the State of Nebraska by the Act 
of May 21, 1934 (48 Stat. 786), and duly accepted by the State (Senate File 
No. 99, Session Laws of Nebraska 1935) ; 

(b) The effect of the amendment will be to eliminate from the license (a) all 
references to the lands of the United States reserved for the Genoa Indian Indus- 
trial School, including articles 17 to 20, inclusive, which contain special conditions 
for the protection and utilization of the reservation for the Genoa Indian Indus- 
trial School, and (b) the annual charges for the use of the aforesaid former tribal 
Indian lands; 


The Commission, having considered the application and the project record, 
finds that: 

(1) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued, nor require public 
notice; and 

(2) The amount of annual charges now provided for in the license for 
the purpose of reimbursing the United States for the costs of administration 
of Part I of the Federal Power Act is unreasonable and should be adjusted 
so as to conform to the schedule of charges in the rules and regulations 


of the Commission, and such adjusted annual charges are reasonable as 
hereinafter provided for; and 


It is ordered that: 

(A) The license for Project No. 1256 be further amended to provide for 
the aforesaid changes ; 

(B) The amount of annual charges now fixed in the license as amended 
be and it is hereby revised and adjusted so that article 23 of the license shall 
read: 

“Article 23.—Pursuant to the provisions of section 10 (e) of the Federal 
Power Act, the licensee shall pay to the United States for the purpose of 
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reimbursing it for the costs of administration of Part I of the Act an annual 
charge computed at the rate af one cent per horsepower on the horsepower 
capacity authorized to be installed (63,600 horsepower), plus two and one- 
half cents per thousand kilowatt-hours of energy generated by the project 
during the preceding fiscal year ended June 30 of the calendar year to which 
the annual charge applies. A statement of the number of kilowatt-hours gen- 
erated during said fiscal year, certified under oath, shall be filed with the 
Commission on or before September 1 following the end of said fiscal year. 
Payment by the licensee of annual charges shall be made to the United States 
within thirty days from the end of the calendar year or within thirty days 
of rendition of a bill therefor by the Commission, whichever is later. A penalty 
will be imposed pursuant to the provisions of the Act for delinquency in pay- 
ment unless otherwise ordered by the Commission.” 


Order confirming and approving rate schedules 


Bonneville Project, Columbia River, Oregon-Washington 


(Docket No, IT-5519) 
December 16, 1941 


The Administrator of the Bonneville Project has prepared revised schedules 
of rates and charges and general rate schedule provisions pertaining thereto 
(hereinafter collectively referred to as “rate schedules”) for the sale of elec- 
tric energy produced at the Bonneville Project, and in accordance with the 
requirements of section 6 of the Bonneville Act, approved August 20, 1937 (50 
Stat. 731), the Administrator has submitted said rate schedules to the Com- 
mission for confirmation and approval; and 

It appearing to the Commission that: 

(a) By order adopted September 13, 1939, the Commission confirmed and 
approved Wholesale Power Rate Schedules A-2 and C-2, Optional Wholesale 
Power Rate Schedule F-1, Wholesale Energy Rate Schedule H-1, and the gen- 
eral terms and conditions pertaining thereto; 

(b) On June 13, 1941, the Administrator submitted for the Commission’s con- 
sideration proposed new rate schedules and general rate schedule provisions 
pertaining thereto; 

(c) On December 1, 1941, the Administrator filed with the Commission a 
revised set of rate schedules, designated as Wholesale Power Rate Schedules 
A-3 and C-3, Optional Wholesale Power Rate Schedule F-2, Wholesale Energy 
Rate Schedule H-2, and General Rate Schedule Provisions pertaining thereto; 
said rate schedules cancelling and superseding said Rate Schedules A-2, C-2, F-1, 
and H-1, and general terms and conditions relating thereto, heretofore confirmed 
and approved by the Commission’s order of September 13, 1939; 

The Commission, having considered the rate schedules filed with the Com- 
mission by the Administrator on December 1, 1941, and having due regard for 
the purposes of the Bonneville Act, as set forth therein and based upon present 
available information and data pertinent thereto, finds that: 

(1) Wholesale Power Rate Schedule A-3, superseding Wholesale Power 
Rate Schedule A-2, retains the basic rate for “at site” prime power of four- 
teen and one half-dollars ($14.50) net per year per kilowatt of billing demand, 
but provides a modification of the determination of “Billing Demand” under 
specified circumstances ; 
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(2) Wholesale Power Rate Schedule C-3, superseding Wholesale Power Rate 
Schedule C-2, retains the basic rate for transmission system prime power of 
seventeen and one-half dollars ($17.50) net per year per kilowatt of billing 
demand but provides a modification of the determination of “Billing De- 
mand” under specified circumstances ; said Wholesale Power Rate Schedule C-3 
retains a provision under which public bodies or cooperatives purchasing their 
entire energy requirements from the Administrator will be permitted a price 
concession during a developmental period of two years; 

(3) Optional Wholesale Power Rate Schedule F-2, superseding Optional 
Wholesale Power Rate Schedule F-1, applicable to sale of “at site” and trans- 
mission system prime power, retains the present demand charge of seventy- 
five cents (75¢) net per month per kilowatt of billing demand, but reduces 
the energy charge from the present level of two and one-half (2%) mills per 
kilowatt-hour for all energy consumed, to two and one-half (24%) mills per 
kilowatt-hour for all energy consumed up to 360 times the billing demand and 
one (1) mill for all additional kilowatt-hours; said Optional Wholesale Power 
Rate Schedule F-2 also provides a special provision applicable to power sold 
for irrigation and drainage pumping service which limits the maximum annual 
demand charge for such service to four and one-half dollars ($4.50) net per 
kilowatt of the maximum irrigation and drainage pumping demand during 
the calendar year, but with the service interruptible at the discretion of the 
Administrator for specified periods during the months of October to March, 
inclusive; said Optional Wholesale Power Rate Schedule F-2 further pro- 
vides a modification of the determination of “Billing Demand” under specified 
circumstances but retains a provision under which public bodies or coopera- 
tives purchasing their entire energy requirements from the Administrator will 
be permitted a price concession during a developmental period of two years; 

(4) Wholesale Energy Rate Schedule H-2, superseding Wholesale Energy 
Rate Schedule H-1, retains the basic rate of two and one-half (2%) mills 
net per kilowatt-hour of dump energy delivered, but modifies the “Avail- 
ability” clause to permit application of the rate to service furnished in case 
of emergency conditions or break-downs occurring in a customer’s regular 
energy supply; 

(5) The General Rate Schedule Provisions, superseding the general terms 
and conditions, eliminate certain provisions in said general terms and condi- 
tions not directly bearing on rates, add new provisions required by the rate 
revisions hereinabove enumerated, and add a clause providing special billing 
terms for new industrial loads during the initial six-month operating period; 

(6) The said Wholesale Power Rate Schedule A-3 and C-3, Optional Whole- 
sale Power Rate Schedule F-2, Wholesale Energy Rate Schedule H-2, and the 
General Rate Schedule Provisions pertaining thereto, as filed with the Com- 
mission on December 1, 1941, represent a further development of the rate 
policy of the Bonneville Project heretofore approved, are in keeping with the 
purposes of the Bonneville Act and should be confirmed and approved by the 
Commission ; 

‘ The Commission orders that: 

(A) The rate schedules, designated as Wholesale Power Rate Schedules A-3 
and C-3, Optional Wholesale Power Rate Schedule F-2, Wholesale Energy 
Rate Schedule H-2, and the General Rate Schedule Provisions pertaining 
thereto, as filed with the Commission on December 1, 1941, all being attached 
hereto and made a part hereof, be and the same are hereby confirmed and approved, 
to be effective on and after January 1, 1942; 

(B) Wholesale Power Rate Schedules A-2 and C-2, Optional Wholesale 
Power Rate Schedule F-1, Wholesale Energy Rate Schedule H-1, and the 
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general terms and conditions pertaining theretos as confirmed and approved 
by the Commission September 13, 1939, are superseded by the rate schedules 
herein confirmed and approved, and on and after January 1, 1942, said super- 
seded rate schedules shall no longer be in force and effect ; 

(C) Said rate schedules may be modified from time to time by the Admin- 
istrator, subject to confirmation and approval by the Federal Power Commission. 


DEPARTMENT OF THE INTERIOR—BONNEVILLE POWER 
ADMINISTRATOR 


At-Site Prime Power 
Wholesale Power Rate Schedule A-3 


Availability —This schedule covers prime power delivered at the bus bars of 
the Bonneville Project power plant, or at a point or points adjacent thereto 
and at voltages to be designated by the Administrator. 

This schedule applies to prime power delivered to public bodies, cooperatives 
and private agencies and persons. 

Power sold under this schedule for direct consumption shall be consumed 
within 15 miles of the Bonneville Project power plant, and power sold under this 
schedule for resale shall remain available only to a purchaser the principal part 
of whose load is consumed within 15 miles of the Bonneville Project power plant. 

Rate.—Power sold under this schedule shall be at the rate of fourteen and 
one-half dollars ($14.50) net per year per kilowatt of billing demand. 

Minimum charge.—The net minimum monthly charge for service under this 
schedule shall be one-twelfth (42th) of fourteen and one-half dollars ($14.50) 
per kilowatt of contract demand. d 

Billing demand.—The billing demand shall be the highest of the following 
demands, as defined in the General Rate Schedule Provisions: 

(1) The contract demand, 

(2) The measured demand, 

(3) The computed demand, 

Notre.—Computed demand does not apply in cases where the purchaser has 
no generating capacity, and purchases its entire power requirements from the 
Bonneville Power Administration. 

(4) The highest measured or computed demand during the preceding eleven 
months, before adjustment for power factor; 

Provided that if the contract demand has been exceeded, and if the Ad- 
ministrator subsequently notifies the purchaser that future deliveries of power 
will be restricted, or restricts power deliveries, to a specified amount which he 
determines can be made available (not including temporary restrictions made 
necessary by emergency conditions), such diminished demand shall be sub- 
stituted for the amounts determined in accordance with above provisions (3) 
and (4); but in no case shall this provision operate to reduce the billing 
demand to less than the contract demand or the measured demand for the 
current month. 

General provisions—Sales of power under this schedule shall be subject 
to the General Rate Schedule Provisions. 

This schedule cancels Wholesale Power Rate Schedule A-2 confirmed and ap- 
proved effective September 18, 1939. 
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Transmission system prime power 
Wholesale power rate schedule O-$ 

Availability—This schedule covers prime power delivered from the Bonne- 
ville transmission system at points and at villages to be designated by the 
Administrator. ; 

This schedule applies to prime power delivered to public bodies, cooperatives, 
and private agencies and persons. 

Rate.—Power sold under this schedule shall be at the rate of seventeen and 
one-half dollars ($17.50) net per year per kilowatt of billing demand; provided 
that public bodies or cooperatives purchasing their entire power requirements 
for a separate electric system from the Bonneville Power Administrator, will 
be permitted a developmental period of two years commencing with the date 
service is first rendered, during which period monthly bills rendered shall not 
exceed five (5) mills multiplied by the number of kilowatt-hours for the 
month. 

Minimum charge.—The net minimum monthly charge for service under this 
schedule shall be one-twelfth (442th) of seventeen and one-half dollars ($17.50) 
per kilowatt of contract demand; provided that the minimum charge shall not 
apply during the two-year developmental period to customers entitled to the five- 
mill rate. 

Billing demand.—The billing demand shall be the highest of the following 
demands as defined in the General Rate Schedule Provisions: 

(1) The contract demand, 

(2) The measured demand, 

(3) The computed demand, 

Notse.—Computed demand does not apply in cases where the purchaser has 
no generating capacity and purchases its entire power requirements from the 
Bonneville Power Administration. 

(4) The highest measured or computed demand during the preceding 11 
months, before adjustment for power factor; 

Provided that if the contract demand has been exceeded, and if the Ad- 
ministrator subsequently notifies the purchaser that future deliveries of power 
will be restricted, or restricts power deliveries, to a specified amount which 
he determines can be made available (not including temporary restrictions 
made necessary by emergency conditions), such diminished demand shall be sub- 
stituted for the amounts determined in accordance with above provisions (3) 
and (4) ; but in no case shall this provision operate to reduce the billing demand 
to less than the contract demand or the measured demand for the current month. 

General provisions—Sales of power under this schedule shall be subject 
to the General Rate Schedules Provisions. 

This schedule cancels Wholesale Power Rate Schedule C-2 confirmed and 
approved effective September 18, 1939. 


Prime Power 
Optional Whole Power Rate Schedule F-2 


Availability—This schedule covers prime power delivered at points and at 
voltages to be designated by the Administrator. 

This schedule applies to prime power delivered to public bodies, cooperatives, 
and private agencies and persons. 

Rate.—Power shall be sold under this schedule at the following: rate: 

Demand, Charge: 75 cents net per month per kilowatt of billing demand. 

Energy Charge: Kilowatt-hours per month up to 50 percent load factor 
(360 times the billing demand) @ 2.5 mills net per kilowatt-hour delivered; 
additional kilowatt-hours @ 1.0 mill net per kilowatt-hour delivered. 






















































APPENDIX—ORDERS 1091 


If the number of kilowatt-hours billed at 1.0 mill per kilowatt-hour during 
any billing period is less than-the number of kilowatt-hours resold by the pur- 
chaser to its customers during such period, for use in excess of 50 percent 
load factor or for off-peak use, at 2.5 mills or less per kilowatt-hour under 
rate schedules agreed to by the Administrator, the purchaser shall be entitled 
to a credit of 1.5 mills times the amount by which the kilowatt-hours so sold 
exceed the kilowatt-hours billed at 1.0 mill. 

Public bodies or cooperatives purchasing their entire power requirements 
for a separate electric system from the Bonneville Power Administrator, will 
be permitted for such system a developmental period of two years commencing 
with the date service is first rendered, during which period monthly bills 
rendered shall not exceed five (5) mills multiplied by the number of kilowatt- 
hours delivered for the month. 

Minimum charge.—The total net minimum monthly charge for service under 
this schedule shall be the higher of (1) 75 cents per kilowatt of contract 
demand, or (2) 75 percent of the highest demand charge billed during the 
preceding 11 months, except as modified below in the case of customers con- 
tracting for power for irrigation and drainage pumping service. The minimum 
charge shall not apply during the two-year developmental period to customers 
entitled to the 5-mill rate. The Administrator may include in contracts for the 
sale of power under this rate schedule a provision requiring a higher minimum 
charge based on load factor, except in the case of public bodies and cooperatives 
taking their entire power requirements for a separate electric system under 
this schedule. 

Billing demand.—The billing demand for public bodies and cooperatives taking 
their entire power requirements for a separate electric system under this rate 
schedule shall be the measured demand, as defined in the General Rate Schedule 
Provisions. For all other customers served under this rate schedule the billing 


demand shall be the highest of the following demands, as defined by the General 
Rate Schedule Provisions: 


(1) The contract demand, 

(2) The measured demand, 

(3) The computed demand, 

Nore.—Computed demand does not apply in cases where the purchaser has 
no generating capacity and purchases its entire power requirements from the 
Bonneville Power Administration. 

Provided that if the contract demand has been exceeded, and if the Adminis- 
trator subsequently notifies the purchaser that future deliveries of power will 
be restricted, or restricts power deliveries, to a specified amount which he 
determines can be made available (not including temporary restrictions made 
necessary by emergency conditions), such diminished demand shall be substi- 
tuted for the amounts determined in accordance with above provision (3); but 
in no case shall this provision operate to reduce the billing demand to less than 
the contract demand or the measured demand for the current month. 

Power for irrigation and drainage pumping service—The rates stated in this 
schedule shall be applied on a monthly basis to power for irrigation and drain- 
age pumping service, subject to a maximum annual demand charge of $4.50 per 
kilowatt of the maximum irrigation and drainage pumping demand during the 
calendar year. The demand charge will be billed monthly at the rate of 75 
cents per kilowatt of billing demand until the maximum annual demand charge 
has been paid, after which no further demand charges shall apply during the 
calendar year to demands caused by irrigation and drainage pumping loads. 
The demands caused by irrigation and drainage pumping shall be metered, if 
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reasonably practicable; where metering is impracticable, such demands shall 
be estimated from the connected load and method of operation of the pumping 
equipment on the basis of suitable field tests. 

Notwithstanding any other provisions of. this schedule, the Administrator 
may include in contracts with customers served with irrigation and drainage 
pumping power a provision requiring a higher minimum charge based on load 
factor. At the end of the irrigation season, or the calendar year for drainage 
pumping customers, the customer shall be billed for the amount by which the 
total previous billings for the year fail to equal the required minimum annual 
charge. 

The minimum charge provision for regular power service, as stated in this 
rate schedule under the heading Minimum Charge, when applied to customers 
also taking irrigation and drainage pumping service, will be based upon the 
demands exclusive of irrigation and drainage pumping. 

Irrigation and drainage pumping power will be available on a prime power 
basis from April to September, inclusive, and for the balance of the year may 
be interrupted at the discretion of the Administrator for periods of not to exceed 
four hours in any one day. The Administrator will designate in advance the 
hours of the day in which service to purchasers of irrigation and drainage 
pumping power is subject to interruption, and will give such advance notice of 
interruptions as is practicable. The amount of irrigation and drainage pumping 
power which will be contracted will be limited to the amount of such power, 
which, in the judgment of the Administrator, will be available from the seasonal 
reduction in the Government’s monthly system peak demands for prime power 
during the months of April to September, inclusive. 

General provisions.—Sales of power under this schedule shall be subject to the 
General Rate Schedule Provisions. 

This schedule cancels Wholesale Power Rate Schedule F-1 confirmed and 
approved effective September 18, 1939. 


Dump Energy Wholesale Energy Rate Schedule H-2 


Availability—This schedule covers dump energy delivered at points and at 
voltages to be designated by the Administrator. 

The schedule applies to dump energy delivered to public bodies, cooperatives, 
and private agencies and persons. 

Energy may be purchased under this schedule only in cases where the 
Administrator determines that the purchaser normally maintains generating 
facilities or has firm standby contracts or other sources of energy satisfactory 
to the Administrator sufficient to supply its requirements when dump energy 
is not available. This schedule is applicable to service used in case of emer- 
gency conditions or break-down occurring in the customer’s regular energy 
supply. 

Character of service.—Delivery of dump energy is not assured. Dump energy 
is energy which may be generated by the Government from water which other- 
wise would be wasted. The Administrator shall be the sole judge of whether 
and when dump energy will be delivered, and, if delivered, the amount thereof. 

In the event that the dump energy to be delivered is insufficient to supply 
the requirements of all purchasers thereof, the Administrator shall, in his sole 
discretion, designate the purchasers to whom such dump energy shall be deliv- 
ered and the amount thereof to be delivered to each such purchaser. 

Rate.—Energy shall be sold under this schedule at two and one-half (2.5) 
mills net per kilowatt-hour delivered, adjusted for power factor, if necessary, 
in accordance with the provisions below. 
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Minimum -charge——If it is necessary for the Government to install extra 
equipment or extra capacity for the purpose of delivering dump energy, the 
contract for the sale thereof shall provide a minimum charge sufficient, in the 
judgment of the Administrator, to protect the Government from loss due to the 
installation of such extra equipment or extra capacity. 

Power factor adjustment.—If energy is delivered to the purchaser at an 
average power factor of .85, or more, billing shall be based upon the number 
of kilowatt-hours registered by the metering equipment. If the average power 
factor is less than .85, then the billing shall be based on the registered kilowatt- 
hours adjusted by multiplying by .85 and dividing the result by the average 
power factor. However, unless specifically otherwise agreed, the Administrator 
shall not be obligated to deliver power to the purchaser at any time at a power 
factor below .75. 

General provisions——Sales of power under this schedule shall be subject to 
the General Rate Schedule Provisions. 

This schedule cancels Wholesale Power Rate Schedule H-1 confirmed and 
approved effective September 18, 1939. 


General Rate Schedule Provisions 


Sale of power by the Government under all rate schedules shall be subject 
to the following general provisions: 

1. Character of service——Power delivered shall be three-phase, standard 60- 
cycle power, or such other type of service as may be available. 

2. Prime power.—Prime power is the kilowatt output capacity that is esti- 
mated by the Administrator to be available to purchasers contracting with the 
Bonneville Power Administration, whenever the flow in the Columbia River 
at the Bonneville Project power plant site is less than 800,000 c. f. s. 

3. Point of delivery—Power shall be delivered to each purchaser at a point 
or points to be agreed upon by the Administrator and the purchaser. If service 
is rendered to a purchaser from more than one substation, or if power is 
delivered at more than one voltage at the same substation, the purchaser shall 
be billed separately for each power delivery, unless otherwise specifically pro- 
vided in the contract in cases where delivery at more than one point or voltage, 
or both, is advantageous to the Government. 

4. Billing —Bills for power shall be rendered monthly. In the event that the 
billing is for a fraction ef,a month, the Administrator shall make an appropriate 
adjustment of the charges against the purchaser for such period. All bills 
shall be due and payable at the office of the Administrator within 30 days from 
the date of the bill; provided, however, that if the thirtieth day be a Sunday 
or a holiday, the following business day shall then become the due date. 

Failure to receive a bill shall not release the purchaser from liability for 
payment. If payment is not made on or before the close of business on the due 
date a penalty of two percent (2%) of the bill rendered will be added, except 
in the case of contracts with other agencies of the United States. The admin- 
istrator may, at any time thereafter, and after giving 10 days’ advance notice 
in writing, discontinue service until all past due bills are paid. Remittances 
received by mail after the due date will be accepted by the Government, 
without penalty, provided payment was mailed on or before the due date as 
evidenced by the postmark. 

Discontinuance of service, as herein provided, shall not relieve the pur- 
chaser of its liability for the agreed monthly payment during the period of 
time service is so discontinued. 
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5. Contract demand.—The amount of power that the Administrator is obli- 
gated to deliver to the purchaser shall be termed the contract demand. 

Power may be delivered in excess of the contract demand, but such delivery 
Shall not obligate the Administrator to make future deliveries of power in 
excess of the contract demand. 

6. Measured demand.—The measured demand shall be the purchaser’s maximum 
80-minute registered demand on the Government’s system during the billing period 
(exclusive of any authorized taking of dump energy and of any abnormal 
nonrecurring demand due to emergency conditions), adjusted for power fac- 
tor, if necessary, in accordance with provisions below. Demands due to faulty 
operation of, or excessive or fluctuating voltage on the Government’s system 
shall not be included as part of the purchaser’s measured demand. 

7. Computed demand.—The computed demand shall be the largest difference 
during the billing period between the purchaser’s 30-minute system load and 
the load which would have been carried by the purchaser’s generating capacity 
(including assured capacity purchased or leased from others), assuming (1) 
maintenance of reserve generating capacity sufficient to protect adequately 
the purchaser’s load requirements, (2) normal and reasonable utilization, with 
reference to current load requirements, of the capacity which would have been 
available under the most Adverse water or fuel conditions known or esti- 
mated for the month, or months, concerned. The load which would have been 
carried by the purchaser’s generating capacity in accordance with the foregoing 
provision will be stated in each contract for the sale of power, and on request 
of either party to the contract, will be subject to redetermination in case con- 
ditions occur which change the factors upon which the determination was 
based. The Administrator will publish an interpretation of the methods and 
factors to be used in the determination of the computed demand under this 
provision, 

8. Power factor adjustment.—If the average power factor at which power is 
delivered to the purchaser during the billing period is .85 or more, no adjust- 
ment will be made in the registered kilowatt demand. If such average power 
factor is less than .85, then the registered kilowatt demand shall be adjusted 
by multiplying by .85 and dividing the result by the average power factor. 
This adjustment may be waived in whole or in part to the extent that the 
Administrator determines that a power factor of less than .85 would in any 
particular case be advantageous to the Government. Unless specifically other- 
wise agreed, the Administrator shall not be obligated to deliver power to the 
purchaser at any time at a power factor below .75. The formula for deter- 
mining average power factor is as follows: 


. Kilowatt-hours 
Average power factor= 


V (Kilowatt-hours)*-+ (Reactive kilovolt-ampere-hours)* 


In applying the above formula the meter for measurement of reactive kilovolt- 
ampere-hours will be ratcheted to prevent reverse registration. 

9. Optional rates—Upon written application to the Administrator, any pur- 
chaser who has contracted for service under Rate Schedule F-2 shall have 
the option of being served, under an appropriate new contract for the remain- 
der of the original contract term, under either Rate Schedule C-3 or A-3, 
whichever is applicable. In case the purchaser exercises this option, the “con- 
tract demand” shall remain the same as under the original contract, unless 
the purchaser and Administrator otherwise agree, and the “actual demands” 
established under the F-2 rate shall be used in the determination of “billing 
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demands” under the newly elected rate, in the same manner that they would 
have been used had the purchaser created them under the newly elected rate 
schedule. 

10. Application of rates during initial operating period—In order to. pro- 
mote the development of new industries within the market area of the project, 
the Administrator, during the initial six months operating period of a new 
plant or major addition to an existing plant will, upon request, establish the 
billing demand applicable to such load on a daily basis, waiving during this 
period such rate schedule provisions regarding contract demand, billing. de- 
mand and minimum monthly charge as are in conflict therewith. 

11. Emergency and break-down relief—In the event of a break-down or 
emergency on the system of a purchaser which obtains part of its power supply 
from other sources, and which maintains reserve generating capacity which is 
available to the Bonneville system for emergency and break-down relief on 
a reciprocal basis, the Administrator will make every effort to supply, during 
the period of the emergency, all necessary power so far as it is possible to 
do so consistently with the Administrator’s obligations to prime power cus- 
tomers, but the Administrator shall be the sole judge of his ability to supply such 
power. Such power supplied from the Bonneville power plant shall be paid for 
in accordance with the rate named in Wholesale Energy Rate Schedule H-2. 

12. Definitions—In the “Wholesale Power Rate Schedules” and in the “Gen- 
eral Rate Schedule Provisions” the following terms shall have the following 
meanings: 

Cooperative and cooperatives: Any form of non-profit-making organization or 
organizations of citizens supplying, or which may be created to supply, mem- 
bers with any kind of goods, commodities, or services, as nearly as possible at 
cost. 

Public bodies: States, public power districts, counties, and municipalities, 
including agencies or subdivisions of any thereof. 

Administrator: The Bonneville Power Administrator, or such other depart- 
ment, agency or official authorized by law to perform functions now per- 
formed by the Administrator, or any of their authorized agents. 

13. Federal Power Commission.—Schedules of rates and charges for electric 
energy produced at the Bonneville Project and sold to purchasers shall become 
effective only after confirmation and approval by the Federal Power Commis- 
sion. Subject to confirmation and approval by the Federal Power Commission 
such rate schedules may be modified from time to time by the Administrator. 

PAu J. RAVER, 
Bonneville Power Administrator. 


Order requiring interconnection of facilities 


Virginia Public Service Company, Potomac Electric Power Company, and Brad- 
dock Light & Power Company, Incorporated 


(Docket No. IT-5754) 


December 16, 1941 


The Federal Power Commission hereby determines that an emergency exists, 
within the meaning of section 202 (c) of the Federal Power Act, in the northern 
part of the State of Virginia, particularly in the city of Alexandria and in the 
counties of Arlington, Fairfax, and Loudoun, by reason of a sudden and con- 
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stantly increasing demand for electric energy coupled with a shortage of 
generation and transmission facilities to supply such sudden and constantly in- 
creasing demand, and other causes; and 

Having given careful consideration to the circumstances and to the necessity 
for alleviating such emergency situation in the area by interconnections of elec- 
trie facilities ; 

The Commission finds that: 

In order to meet the emergency and serve the public interest, an emergency 
connection of facilities is necessary between the facilities of Virginia Public 
Service Company and Potomac Electric Power Company, at or near the new 
War Department office building in Arlington County, Virginia, via facilities 
of Braddock Light & Power Company, Incorporated ; 

Wherefore, pursuant to the provisions of section 202 (c) of the Federal 
Power Act, and subject to further order, the Commission orders that: 

(A) Virginia Public Service Company, Potomac Electric Power Company and 
Braddock Light & Power Company, Incorporated, construct and install in their 
respective operating territories, or as may be agreed upon among them, and 
during the period of emergency, maintain and operate such transmission facil- 
ities, including transformers, switching and other equipment, approximating 
80,000 kilovolt-amperes of capacity, connecting the facilities of Virginia Public 
Service Company and Potomac Electric Power Company at or near the new 
War Department office building, Arlington County, Virginia, via facilities of 
Braddock Light & Power Company, Incorporated ; 

(B) Potomac Electric Power Company deliver from available capacity to 
Virginia Public Service Company, via Braddock Light & Power Company, 
Incorporated, such power and energy up to 30,000 kilovolt-amperes as is 
necessary to relieve the emergency ; 

(C) To the extent the power and energy required to be delivered by para- 
graph (B) hereof cannot be provided from its own facilities, Potomac Elec- 
tric Power Company receive power and energy from such other sources as 
may be directed by competent authority to make delivery thereof, and transmit 
and deliver the same to Virginia Public Service Company via Braddock Light 
& Power Company, Incorporated ; 

(D) The acts herein required to be done pursuant to this order shall be 
initiated immediately and shall be carried forward without delay, and in no 
event shall compliance herewith be delayed pending determination of the 
terms or conditions of any agreement between the companies affected. In 
the event that the parties affected by this order fail to agree upon the terms 
or conditions of any arrangement which may be necessary or appropriate 
to the execution of this order, the Commission will, by supplemental order, 
prescribe such conditions as it finds to be just and reasonable, including the 
compensation or reimbursement which shall be paid to or by any such party; 

(E) Virginia Public Service Company, Potomac Electric Power Company and 
Braddock Light & Power Company, Incorporated, file within 21 days after the 
date of this order, a statement of all arrangements necessary, including ac- 
quisitions of rights-of-way and purchase of equipment, and a construction 
schedule covering their respective portions of the work required hereby, 
and inform the Commission on the fifth and twentieth of each month there- 
after of all arrangements made or entered into, including orders placed for 
equipment, for the effectuation of the purposes of this order. 
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Order denying petition for service of trial examiner's report, and reserving 
decision on petition for oral argument 


Aluminum Company of America 
(Docket No. IT-5696) 
December 23, 1941 


Upon petition filed December 12, 1941, by the Aluminum Company of America, 
respondent herein, for an order (1) directing that prior to any final deter- 
mination in the above-entitled proceeding, a copy of the trial examiner’s 
report to the Commission based upon the hearing therein be served upon 
respondent, (2) granting permission to reply and file exceptions to the trial 
examiner’s report, and (3) granting privilege of oral argument before the 
Commission in respect to the matters involved in the Commission’s hearing 
order dated June 17, 1941, after replying to, and filing exceptions to the trial 
examiner's report; and 

It appearing to the Commission that: 

(a) Section 313 (a) of the Federal Power Act provides in part as follows: 
Any person, State, municipality, or State commission aggrieved by an order issued by 
the Commission in a proceeding under this Act to which such person, State, municipality, 
or State Commission is a party may apply for a rehearing within thirty days after the 
issuance of such order. ‘The application for rehearing shall set forth specifically the 
ground or grounds upon which such application is bused. Upon such application the 
Commission shall have power to grant or deny rehearing or to abrogate or modify its order 
without further hearing. * * * 

(b) Under this provision of the Act any aggrieved party, in its application 
for rehearing, may take exception to any or all findings made or rejected by 
the Commission, or any conclusion in the opinion or order of the Commission ; 

(c) Such statutory procedure provides a direct and adequate means of ex- 
cepting to any part of the Commission’s order by which a party deems himself 
aggrieved, and avoids the cumbersome and frequently futile procedure of 
taking exceptions to the recommendations of the trial examiner which may or 
may not be accepted by the Commission or be incorporated in the Commission’s 
order ; 

(d) Oral requests for service of the trial examiner’s report were made by 
respondent’s counsel during the course of the hearing on this matter, and were 
fully considered and adequately answered by letter of the Commission dated 
November 15, 1941, which letter the respondent has printed as exhibit “B” 
to the petition ; 

(e) Service of the trial examiner’s report would be contrary to the Com- 
mission’s established practice, and would not be in the public interest ; 

(f) Oral argument prior to the filing of briefs would serve no useful 
purpose ; 

Wherefore, the Commission orders that: 

(A) The requests of respondent for service of any trial examiner’s report 
which may be submitted in this proceeding, and for permission to reply and 
file exceptions thereto, are denied ; 

(B) The request of the respondent for oral argument before the Commission 
is reserved for further consideration after receipt of briefs and reply briefs 
in this proceeding. 
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Order approving disposition of amounts in account 107, electric plant 
adjustments 


Potomac Electric Power Company 
(Docket No. IT-5728) 
December 30, 1941 


It appearing to the Commission that: 

(a) On September 29, 1939, Potomac Electric Power Company, hereinafter 
referred to as company, submitted proposed reclassification and original cost 
studies required by electric plant accounts instruction 2-D of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees, and 
the Commission’s order of May 11, 1937; 

(b) The Commission’s staff and the staff of the Public Utilities Commission 
of the District of Columbia have made a field study of the company’s proposed 
reclassification and original cost studies and have submitted to this Commis- 
sion a joint report entitled, “Potomac Electric Power Company, Washington, 
D. C., Report on the Reclassification and Original Cost Studies of Electric 
Plant as at January 1, 1937”; 

(c) The joint report referred to in paragraph (b) above was transmitted 
to the company on August 17, 1940, with a request that the accounting ad- 
justments in the report be made, copies of the adjusting journal entries be 
submitted, and a plan be submitted for disposing of the amounts shown in 
such report as established in account 107, electric plant adjustments; 

(d) As a result of correspondence, conferences between the company’s and 
the Commission’s staffs, and the submission of additional data, certain modi- 
fications of the joint report referred to in paragraph (b) above were made; 

(e) The following table shows the status of the company’s accounts as re- 
classified in the company’s studies, the proposed adjustments as modified, 
and the status of the accounts after reflecting such adjustments: 








. Proposed ad- 
As reclassified Status after 
Account by company aa adjustments 
100 Electric plant: 
100.1 Electric plant in service..........-...-.-.-.-.-. $66, 947, 927.44 | ($2,980, 479.76)| $63, = 447.68 
100. 5 Electric plant acquisition adjustments. -...-...- 593, 575. 95 331, 696. 07 272. 02 
Total electric plant_.........-... Gai ebobens 67, 541, 503. 39 | ( 2, 648, 783. 69) 64, 892, 719. 70 
ee Sener Se IIIS... ok cn wcdneasocitnnapalsscdtevassnndias 2, 648, 783. 69 2, 648, 783. 69 
110 Other physical property. -............-.-.-..------- SEE CD Bie toaaksatenenan 112, 725. 98 
INI 3oocio chi cicnted- baka suitaltnsianhamaiied 67, 654, 229. 37 | so dtasemonniadhieeibsinnil 67, 654, 229. 37 


(f) By letter dated August 15, 1941, the company indicated that it was in 
agreement with the adjustments set forth in the joint report, as modified, and 
submitted for approval a proposed plan for disposition of amounts included in 
account 107, electric plant adjustments, together with schedules setting forth 
the adjusting journal entries to be recorded and a balance sheet statement 
giving effect to the reclassification, adjustments and the disposition of amounts 
in account 100.5, electric plant acquisition adjustments, and account 107, electric 
plant adjustments; 

(g) Upon review of the adjusting journal entries and schedules submitted 
by the company it was found that they were not in proper form, and by letter 
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dated August 21, 1941, the company was advised that certain revisions as to 
the form of the entries and scliédules were necessary in order to conform with 
this Commission’s requirements, and the company was requested to submit 
revised entries; 

(h) On September 5, 1941, revised entries in accordance with the adjustments 
shown by the joint report, as modified, were submitted by the company ; 

(i) The company proposes to dispose of the amount of $925,272.02 classified 
in account 100.5, electric plant acquisition adjustments, by a charge to earned 
surplus, such disposition being in accordance with the permissive provisions 
of the Commission’s Order No. 42—A entered July 11, 1939; 

(j) The company proposes to dispose of the amount of $2,648,783.69 classified 
in account 107, electric plant adjustments, as follows: 


To account 151, capital stock expense, representing preferred stock 

selling expense (1925-27) 
To account 250, reserve for depreciation of electric plant, repre- 

senting unrecorded retirements 357, 231. 21 
To account 271, earned surplus, representing erroneous charges to 

Plant qCOUi en cies ecko mo neennlbinpisipiaag _. 2, 190, 252. T4 


The Commission finds that: 

(1) The proposed plan for disposition of the amounts established in account 
100.5, electric plant acquisition adjustments, described in paragraph (i) hereof, 
is in conformity with the permissive provisions of the Commission’s Order No. 
42-A, dated July 11, 1939, and does not require further approval; 

(2) The proposed plan for disposition of the amounts classified in account 
107, electric plant adjustments, described in paragraph (j) hereof, is in con- 
formity with correct accounting principles and the Commission’s Uniform Sys- 
tem of Accounts Prescribed for Public Utilities and Licensees; 

The Commission orders that: 

(A) Potomac Hlectric Power Company not later than December 31, 1941 
dispose of the amount of $2,648,783.69, included in account 107, electric plant 
adjustments, as described in paragraph (j) hereof; 

(B) The permission granted herein shall not be construed as a finding with 
respect to the original cost of the properties of said company. 


Order authorizing issuance of promissory note 
California Electric Power Company 
(Docket No. IT-5756) 

December 30, 1941 


California Electric Power Company (hereinafter applicant), whose principal 
place of business is at Riverside, California, on December 18, 1941, applied for 
an order pursuant to section 204 of the Federal Power Act authorizing it to 
issue a promissory note of $1,350,000 in principal amount secured by pledge of 
applicant’s treasury bonds. The note is proposed to be dated December 31, 1941, 
bear interest at 3 percent per annum, and be payable $90,000 on July 1, 1942, 
and $30,000 on the first of each consecutive month thereafter until paid in full. 
Applicant has waived public hearing. 
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From the sworn application and the record thereon, it appears that: 
(a) Written notice of the application has been duly given to the Corporation 
Commission of Arizona, the Railroad Commission of California, the Public Serv- 
ice Commission of Nevada, and to the Governor of each of those States. Notice 
of the application was also published in the Federal Register, stating that any 
person desiring to be heard or to make any protest in reference to the said 
application should file a petition or protest on or before December 29, 1941. 
No protest, petition, or request to be heard in opposition to the granting of the 
application has been received. 

(b) The proposed note will be made to the Bank of American National Trust 
and Savings Association, for the purpose of refunding certain outstanding short 
term notes of applicant held by First National Bank of Denver as representative 
of six Denver, Colorado, banks amounting to $1,250,000, the proceeds of which 
were used to the extent of $1,013,617.75 to meet applicant’s settlement of 
Federal income taxes and interest for the years 1934 and 1935. The remainder 
of the proceeds of the outstanding short-term notes, together with the addi- 
tional $100,000 to be provided by the proposed note, will be applied to the 
extent necessary in settlement of Federal income taxes for the years 1936 and 
1937. 

(c) The face amount of the proposed note will be net to applicant, without 
discount, premium, or expense, and no underwriter’s or finder’s fees are to be 
paid in connection with the transaction. 

Upon consideration of the application and the record thereon, the Commission 
finds as follows: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Delaware and is engaged in the business of generating, transmitting, 
and distributing electric energy to the public within the States of Arizona, 
California, and Nevada. 

(2) Applicant owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is transmitted between and 
among the aforesaid States and consumed by persons other than the trans- 
mitter thereof, at points outside the respective States from which it is trans- 
mitted. Applicant is, therefore, a public utility within the meaning of that 
term as used in section 204 of the Federal Power Act. 

(3) By issuing the proposed note, applicant will issue a security within the 
meaning of that term as used in section 204 of the Federal Power Act. 

(4) Of the states referred to in paragraph (1) above, only the States of 
Arizona and California have any laws under which applicant’s security issues 
are regulated by a state commission. Applicant is, therefore, not organized 
and operating in a state under the laws of which its security issues are regu- 
lated by a state commission within the meaning of section 204 (f) of the 
Federal Power Act, and the proposed note issue is, therefore, not exempted by 
that section from the provisions of section 204 of that Act. 

(5) Applicant has not been shown to be subject to the requirements of 
the Public Utility Holding Company Act of 1935, or of any rule, regulation, or 
order thereunder, in respect to the proposed note issue. The proposed issue 
is, therefore, not exempted by section 318 of the Federal Power Act, from the 
provisions of section 204 of that Act. 

(6) The proposed note issue will not result in the capitalization of the right 
to be a corporation or of any franchise, permit, or contract for consolidation, 
merger, or lease in excess of the amount (exclusive of any tax or annual charge) 
actually paid as the consideration for such right, franchise, permit, or contract. 
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(7) The proposed note will bear interest at a lower rate and have a schedule 
of repayment more consistent witb, applicant’s ability to repay than its out- 
standing short term notes and its issue will improve applicant’s financial 
position. 

(8) The proposed note issue, as hereinafter authorized, will be for a lawful 
object within the corporate purposes of applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by applicant of service as a public utility, and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

Upon the foregoing findings, the Commission orders as follows: 

(A) The proposed note issue is authorized upon the terms and conditions 
and for the purposes set forth in the aforesaid application. 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission, or any regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 

in any estimate or determination of costs or of any valuation of property 


claimed or. asserted. 
(C) This.authorization shall expire unless acted upon within 30 days after 


the entry of this order. 
(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to. which 


this order relates. 
(E) Applicant shall report concerning the note issue herein authorized as 


required by the Commission’s Rules of Practice and Regulations. 











